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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


EIGHTH INTERMEDIATE REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On January 18, 1956, the Committee on Government Operations 
had before it for consideration the report of its Military Operations 
Subcommittee on Merger of Naval Supply Activities in the San 
Pedro-Long Beach Area. 

After consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was unan- 
imously approved and adopted as the report of the full committee. 
bo chairman was directed to transmit a copy to the Speaker of the 

ouse, 


INTRODUCTION 


This report is concerned with the disestablishment of the San Pedro 
Naval Supply No ne and its m with the supply department of 
the Long Beach Naval Shipyard, located at Terminal Island, Calif. _ 

The Military Operations Subcommittee first held hearings on this 
matter in Washi , D. C., on June 6 and 20, 1955. The inquiry 


as initiated at the request of ang yg Cecil King in whose 

listrict the San Pedro rp Supply ant posated. ge ss 
King an ns represen e naval supply depo 

employees as well as baal davis organizations in San Pedro brought 

to he attention of your subcommittee certain information regarding 
posed removal of the supply depot and m with the ship- 







yard su operations. e facts and figures presented 
y Navy officials who sought. ‘A justify the move on economy grounds. 
On the basis of the W hearings, your subcommittee pre- 
“® prelimi report. whic pres: nnatmenely, sanpted 5 the 
Committee on Government. Operations of the United States House 
pf epresentatives. See House Report No. 1456, 84th Congress, Ist 
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REQUEST FOR NAVY REVIEW 


Subcommittee Chairman Holifield submitted a copy of House 
Report No. 1456 to the Honorable Charles S. Thomas, Secre of 
the Navy, with an accompanying letter dated July 27, 1955. The 
chairman requested that Secretary Thomas review the report and the 
— taken by the Navy activities concerned in order to determine 
or himself whether the proposed move was in the national interest. 

The chairman also advised the Secretary that the subcommittee 
intended to hold on-the-site hearings in connection with this matter, 
in the near future. 

In the temporary absence of Secretary Thomas, the Honorable R. 
H, Fogler, Assistant Secretary of the Navy (Material), responded to 
the chairman’s request by letter dated August 22, 1955. Secretary 
Fogler’s letter stated in part as follows: 

I have reviewed both the report and the Navy position. I feel that our esti- 
mate of annual savings [$920,000] and our estimate of total ‘‘onetime costs” 
[$820,500] chargeable against the move are reasonably accurate. I further 
consider that the supply support capability in the harbor area will not be im- 
paired. Therefore, while I fully appreciate the impact of the move on the com- 


munity and on individuals, it is my firm opinion that the economies resulting 
from the move definitely make it in the national interest. 


FOLLOWUP HEARING 


In accord with its intention announced in the preliminary report, 
your subcommittee held a hearing in Los Angeles, Calif., on September 
15, 1955, after inspecting the supply facilities at San Pedro and Long 
Beach as well as those at Torrance, which serves as an annex to the 
San Pedro Naval Supply Depot. In this hearing it endeavored to 
reconcile conflicting testimony given at the previous hearings and to 
fill information gaps in the record. 

Secret Fogler designated Rear Adm. Joel G. Parks, Deputy and 


Assistant Chief of the Bureau of A and Accounts, assisted b 


Comdr. W. A. Twitchell, Comdr. W. B. Durant, Jr., and Mr. H. 
Tolliver, as his representatives from Washington to be present at the 
hearings. The subcommittee took testimony from the persons named 
by Seeretary Fogler and from local Navy representatives, including 
Comdr. W. P. Watts, commanding officer, San Pedro Naval Supply 
Depot, and Capt. George W. Foott, supply officer, Long Beach Naval 
Shipyard. 
LACK OF NAVY PLANNING FOR MERGER 


Your subcommittee affirms its earlier position that this was a 
poorly planned move which the Navy tried hard to justify after the 
decision was made (and after it came to the attention of the sub- 
committee). 

The initial inspiration for the move, as the subcommittee noted in 
House Report No. 1456, seems to have been a decision to vacate 
leased quarters in favor of wholly Government-owned facilities. Al- 
though the decision was first announced publicly on March 28, 1955, 
the Department of Defense policy directive cited by Admiral Parks 
for vacating leased space was dated April 6, 1955. ; 

Admiral Parks also mentioned “congressional mandates” to vacate 
leased space, but the Navy was unable to identify any specific statute 
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uiring such action. Subsequently some Navy correspondence with 
congressional committees not directly concerned with, the matter 
in 


er maeny was shown to the staff. 
As evidence of Navy failure to plan carefully for the move, your 
subcommittee cited among other things in House Report No. 1456 


that the decision to disestablish the depot was made without pre- 
paring for the necessary office accommodations at the shipyard. The 

er had to be postponed for a year on this account. Admiral 
Parks concurred with the subecommittee’s finding that there was a 
lack of preparatory planning. 


CONFLICT IN DEPARTMENT OF DEFENSE POLICY 





Your subconimittee observes a conflict between Department of 
Defense policy favoring use of Government-owned rather than leased 
space and Department of Defense policy favoring maximum use of 
commercial facilities. This conflict was brought out when the Navy, 
in withdrawing from leased quarters at San Pedro, found it necessary 
to seek Department of Defense authorization for conversion of ship- 
yard warehouse space to administrative office quarters. To obtain 
such authorization the Navy was obligated to satisfy the Secretary 
of Defense that suitable commercial facilities were not available at 
the new location. In Admiral Parks’ words: 

The law pinches us both ways here. It says, “Get out of leased space.” Then 


in another way it says, “‘When you go out and convert warehouse space, you 
have got to look for commercial space.” 



























CONVERSION OF WAREHOUSE SPACE PENDING APPROVAL 






At the subcommittee’s earlier hearing, on June 20, 1955, Rear Adm. 
R. J. Arnold, Chief of the Bureau of Supplies and Accounts, had 
stated that Department of Defense approval for the office space 
pst had been obtained. The subcommittee’s observation in 

ouse Report No. 1456 that this statement was not strictly in accord 
with the facts was later affirmed by Admiral Parks who said, ‘‘that 
statement was correct and it was wrong.” He explained that two 
approvals were required. He said that the Assistant Secretary of 
Defense (Supply and Logistics) had approved a request to convert 
warehouse space to office use but that the Assistant Secretary of 
Defense (Comptroller) had not yet approved the expenditure of the 
requisite funds. Admiral Parks said the Navy proceeded, neverthe- 
less, with the transfer from San Pedro to Terminal Island in anticipa- 
tion of approval from the comptroller’s office. 

Your subcommittee understands that authorization for the project, 
aside from the approval for conversion of warehouse to office space 
obtained from the Assistant Secretary of Defense (Supply and 
Logistics), rests with the Assistant Secretary of Defense (Property 
and Installations) rather than with the comptroller’s office. 

At the time of the September 15, 1955, hearing, your subcommittee 
was advised that the project had gone from the Bureau of Ships to the 
Shore Station Development Board and then to the office of the 
Assistant Secretary of the Navy (Material). Admiral Parks remarked 
that the latter office was reviewing it “probably with the idea of 
trying to cut down some of the money.” Final ca at the 
Secretary of Defense level had not then es obtained. 
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The original cost of the office space project was estimated to be 
$158,000. After Admiral Parks came to Long Beach to examine the 
shipyard supply facilities preparatory to testifying before the sub- 
committee, he expressed the belief that the cost of the additional office 
nag could be reduced by $25,000. He also acknowledged that after 
the subcommittee hearings, less ambitious estimates were made of 
requirements for certain waterfront facilities. Your subcommittee is 
pleased to note its hearings have caused, at least, a more critical Navy 
appraisal and an indicated reduction of $100,000 in the projected 
costs of the merger. 


EARLIER PLANS FOR PERMANENT SUPPLY DEPOT 


Your subcommittee believes that the Navy would have been far less 
eager to withdraw from San Pedro and merge the depot supply oper- 
ations with those of the shipyard if it were occupying owned rather 
than leased quarters at San Pedro. Admiral Parks acknowledged 
that “It would very definitely have influenced our studies.” He 
ventured the thought, however, that “the decision would probably 
have still been to vacate, to consolidate the operations.” 

A review of earlier Navy plans for reorganization of supply activities 
in the area shows clearly that for some years the Navy intended to 
make San Pedro a permanent nucleus depot for expansion in the event 
of emergency. Integral to this action was the acquisition of Govern- 
ment-owned land by transfer from the Army of a portion of the 
Fort MacArthur site which adjoins the present depot area. 

Had the Navy succeeded in retaining and developing the Fort 
MacArthur site, it is unlikely that today it would countenance the 
disestablishment of the supply depot at San Pedro. 

The use of the Fort MacArthur site, known as the Lower Reserva- 
tion (zone 3), was proposed in March 1947 by the commander, 
Western Sea Frontier, when he objected strongly to a proposal to 
shut down the San Pedro depot and merge the supply activities in 
a Sag Beach-San Pedro area under shipyard control at Terminal 

sland. 

Among the disadvantages of the proposed merger of depot and 
shipyard supply activities, the following were cited: Serious admin- 
istrative difficulties caused by the consolidation of dissimilar functions 
receiving technical and management control from different parent 
bureaus; danger of air attack on a concentrated supply area; increased 
traffic congestion and resulting bottlenecks because of limited access 
to Terminal Island; conflict with Navy plans for dispersal and eventual 
codeqroune location of supply facilities; and the heavy costs that 

Ould be entailed by makeshift reestablishment of a mainland supply 
t in the event of another emergency. 
s an alternative to the merger, the commander, Western Sea 
ier, recommended that a permanent Navy supply depot be 
retained on the mainland to serve as a nucleus for wartime expansion, 
atid that. the desired economies be sought by elimination of duplicate 
g Me ‘at the San Pedro Naval Supply Depot and the Long Beach 
v vipyard, and by other designated means. He also proposed 


t*d finds permitted, the adjacent fuel pier at San Pedro and 32 
8 ‘ort: MacArthur land recently transferred from the Army be 
iiied part of the depot nucleus. 
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In May 1947 the Chief: of the Bureau of Supplies and Accounts 
advised the Chief of Naval Operations that the Bureau concurred 
with the commander, Western Sea Frontier, in the retention of the 
naval supply depot at San Pedro. It was stated also that transfer of 
the Fort MacArthur site from the Army to the Navy was effected 
with this objective in mind. 

Advantages of the Fort MacArthur site, adjacent to the supply 
depot, were described as permitting integrated depot operations while 

aring requirements for leased space to a minimum. Public works 
s totaling $6,600,000 were planned for submission in the fiscal 
‘1949 budget. 

In June 1947 the Chief of Naval Operations replied to the Chief of 
the Bureau of — and Accounts, stating that potential advantages 
which would result from retention of the San Pedro depot as a sep- 
arate activity in the event of mobilization for an emergency were fully 
appreciated. However, budgetary restrictions and the need to elimi- 
nate duplicating activities wherever possible were emphasized. 

Also in June 1947 the Chief of the Bureau of Ships advised the 
Chief of Naval Operations that this Bureau concurred with the recom- 
mendations of the commander, Western Sea Frontier, and the Chief 
of the Bureau of Supplies and Accounts with regard to San Pedro 
Naval Supply Depot. The Bureau of Ships memorandum stated in 
part: 


Assuming that a naval-supply depot of major proportions will be necessary for 
wartime, the problem would seem to resolve into a question of how much should 
be invested at this time in preparing facilities for wartime and providing a nucleus 
organization for expansion. From the ova.canee point of view the retention of 
the naval-supply depot at San Pedro, including the Fort MacArthur site, appears 
to be the most economical solution. 


The memorandum added, however, that if peacetime economy 
measures force the merging of supply activities in the San Pedro 
area, the Bureau would not object to the location at the Terminal 
Island Shipyard with annexes at Torrance and San Pedro. 


CLOSING AND REOPENING OF SUPPLY DEPOT 


Early plans for the development of the Fort MacArthur site as 
part of the supply depot at San Pedro never materialized. In 1950 
the Navy vacated its leased space in San Pedro, reduced its depot 
staff and moved it to the supply department of the shipyard at Ter- 
minal Island. The shipyard itself was closed; depot and shipyard 
supplies were administered in a semimaintenance status. 

he same year the Army requested that the Fort MacArthur site 
be returned. This return was effected in the spring of 1950. 

When the Korean crisis arose, steps were taken to reactivate the 
shipyard and restore the depot at San Pedro to its former status. 
The Fort MacArthur site again figured in Navy planning. . 

In January 1951 the Chief of the Bureau of Supplies and Accounts 
requested the Chief of the Bureau of Yards and Docks to take steps 
to reacquire the Fort MacArthur site from the Army. The request 
memorandum asserted that the leased properties formerly occupied 
by the Navy, which were to be leased again, would not meet all the 
needs of the naval supply depot upon reestablishment at San Pedro. 
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Return of the Fort MacArthur site was regarded as essential because 
buildings on the reservation would thereby be immediately available 
for covered storage. Also, land area at the site was said to be needed 
for erection of a cold storage building and other facilities required for 
the mission of the supply depot. 

The Chief of the Bureau of Yards and Docks duly made an attempt 
to get the Fort MacArthur site back from the Army but was advised 
by the Army that the property was no longer available for transfer. 

When this matter came to the attention of the Chief of Naval 
Operations in 1951, he decided that, before seeking a resolution by 
higher authority, the Bureau of Supplies and Accounts should examine 

‘further its requirement to determine whether alternate lands and 
facilities, either contiguous to or separate from the depot, were 
available. 

The Navy resumed operations of the naval supply depot.atSan Pedro 
without ever reacquiring the Fort MacArthur site. At the time of the 
subcommittee’s inspection, the Fort MacArthur site was being used 
for Army Reserve training. Navy officials stated that substantial 
funds would be required for construction of buildings and waterfront 
improvements to make the site suitable for supply depot operations. 

Now that the Navy has again closed down the San Pedro depot, 


and withdrawal from that location is an accomplished fact, the 
subcommittee does not attempt to evaluate the merits of using the 
Fort MacArthur site as part of a permanent supply depot operation. 
Whether or not, from the standpoint of maximum defense use, the 
Army was justified in refusing to relinquish the site the second time it 
was requested or the funds required for adapting it for supply depot 
purposes could best be expended in alternative ways are questions 


your subcommittee does not undertake to answer. 


MAKESHIFT NATURE OF DEPOT OPERATION 


In retrospect it may be observed, however, that Navy mobilization 
planning was exceedingly poor. Certainly the 1947 prediction of the 
commander, Western Sea Frontier, that, if the San Pedro depot were 
closed down, large costs would be incurred by its makeshift reestab- 
lishment in an emergency, was borne out by events during the Korean 
conflict. The Navy withdrew from San Pedro in 1950, only to return 
8 or 9 months later. Congressman Cecil King has estimated that 
this return move cost $1,300,000. 

The Navy had not expected to come back so soon—or ever. Ware- 
house buildings and other improvements constructed with public 
funds had been abandoned. New leases could not readily be made 
when commitments from old ones were still not discharged. A brief 
review of the lease complications in which the Navy got itself en- 
tangled will serve to indicate how really “makeshift” were the 
arrangements, 


REVIEW OF LEASING ARRANGEMENTS 


In first establishing the San Pedro Naval Supply Depot during 
World War II, the Navy had subleased 5 parcels of land from the 
Outer Harbor Dock & arf Co. which, since 1912, held these lands 
under a lease from the city of San Pedro (since annexation from the 
city of Los Angeles). 
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On. these leased lands the Navy had constructed improvements, 
consisting of 5 warehouses covering about 300,000 square feet of space, 

i ‘trackage, surface paving, underground utilities, and earth 
fill, and had utilized the land and improvements to operate the depot. 
The original cost of the warehouses alone, according to a depot 
spokesman, was $1,250,000. 

The terms of the subleases gave the Government the right to erect 
structures upon the leased premises, which were to be and remain 
Government property. The Government could remove the struc- 
tures prior to the termination of the leases, but was obligated, if 
required by the lessor, to restore the premises to the condition pre- 
vailing before the leases. 

In the fall of 1949, preparatory to withdrawing from San Pedro, the 
Navy gave notice to Outer Harbor that the subleases would be termi- 
nated in the first half of calendar 1950. The lessor asked that the 
premises be restored, but agreed to waive restoration upon the pay- 
ment of $175,000 (later reduced to $155,000). 

Thereupon a complex sequence of written and oral negotiations 
ensued, which will not be recited here in detail. During the negotia- 
tions the Navy decided it was cheaper to pay the $155,000 requested 
by Outer Harbor and to let the company keep the buildings rather 
than to attempt to remove them. The Navy estimate of removal 
cost at the time was $288,000. 


RELINQUISHMENT OF NAVY PROPERTIES 


In July 1950 the Navy delivered possession to Outer Harbor of all 
leased premises, including the warehouses. The negotiating parties 
had come to an understanding, in this connection, that supplemental 


written agreements would have to be prepared and sent to Washington 
for approval, so that a voucher could be issued and the required 
payment made to Outer Harbor. These agreements were duly drawn 
up, signed by Outer Harbor, and sent to the Bureau of Yards and 
Docks in Washington, which voiced no objection to them. However, 
the Bureau of Supplies and Accounts held up formal approval of the 
payment for reasons not disclosed. In consequence, the supplemental 
agreements never were signed by any Government representative. 

In the meantime Outer Harbor, having acquired possession of the 
buildings, and having assumed that financial settlement would be 
made as agreed with local Navy officials, proceeded to expend approxi- 
mately $50,000 to alter and repair the warehouses in conformity with 
local building code requirements. The company spent an additional 
$10,000 in advertising and real estate brokers’ fees to find a tenant 
for the warehouses. Four of the five warehouses were leased by 
Outer Harbor to the Goodyear Tire & Rubber Co. in September 1950 
for a period of 5 years at a monthly rental of $7,600. 


LITIGATION AFTER FAILURE TO RELEASE 


In January 1951 the Secretary of the Navy directed that the San 
Pedro Naval Supply Depot be reestablished as of February 1, 1951. 
Local Navy officials were authorized to negotiate new leases, including 

rovisions for restoration obligations incurred under old leases. Fail- 
ing in efforts to negotiate new leases with Outer Harbor and Goodyear,,. 
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the Navy took over the premises and instituted condemnation pro- 
ceedings in June 1951. . 3 : 

Although the Government’s original complaint did not pose directly 
the issue of ownership of the improvements, an amended complaint 
filed in December 1952. and a declaration of taking filed in March 
1953 were couched in terms which either asserted or implied a claim of 
Government ownership. 

During its second occupancy of the San Pedro quarters, between 
1951 and 1955, the Navy was involved in litigation as to ownership of 
the properties and claims occasioned by the Government taking. 


COURT RULING AGAINST GOVERNMENT 


In May 1955 the United States District Court for the Southern 
District of California, in Civil 13204-WM, rendered judgment on the 
Navy’s condemnation suit, in which Outer Harbor, Goodyear, the city 
of Los Angeles, and others were named as defendants. The court 
decided that, applying the doctrine of equitable estoppel, not the 
Government but Outer Harbor is the owner since July 1950 of the 
warehouse buildings and other improvements, and that. the Govern- 
ment is obligated to pay just compensation for using them. 

According to information supplied to the subeommittee by the 
Navy, Outer Harbor offered to settle all claims in connection with the 
litigated properties for $900,000. 

In the light of the court decision, from which no appeal was taken 
by the Government, it appears that the Navy lost ownership rights 
5 years ago to the Government-built warehouses and other improve- 
ments at San Pedro. The lessors, forced to vacate in the face of de- 
mands by the sovereign, finally had their day in court, and the 
Government must make restitution. 

In this context it is perhaps understandable why Admiral Parks was 
so emphatic in his assertion to the subcommittee that “the Navy 
has no intention of going back into the 22d Street area [San Pedro], 
come what may.” Having lost what it formerly owned there, the 
Navy doesn’t have a great deal to come back to. 


REFIGURING COSTS OF DISESTABLISHMENT 


The adverse court decision, however, was seized upon by the Navy 
to present to the subcommittee drastically reduced estimates of the 
“one-time costs” of disestablishment. Whereas the Navy previously 
had figured these costs at $820,500, it maintained at the later hear- 
ings that these costs would be $232,100. The Navy argued that the 
cost of back rentals and loss of capital investment in the warehouses 
were the result of the court decision in litigation begun before the 
decision to disestablish the depot and would have to be paid by the 
Navy in any event. 

Although the original Navy estimate of $820,500 had been reviewed 
by Assistant Secretary Fogler and adjudged to be “reasonable,” 
Admiral Parks termtd the new estimate of $232,100 “a correction of 
an error. 
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PLANS FOR FUTURE EMERGENCY 


Since the Navy, was-compelled to reestablish the San Pedro depot 
during the Korean conflict. and then decided to close it down for the 
named time, again transferring supply operations to the shipyard at 
Terminal Island, the question arises, what. will be done in the event 
of another emergency? Admiral Parks indicated in his testimony 
that the Navy had classified mobilization plans, involving in part 
the use of commercial facilities, which he did not care to discuss in 
public hearings. He acknowledged, however, that the supply depot 
could be reestablished with the Torrance facility, 9 miles inland, as a 
nucleus. Heretofore Torrance had served as an annex to the San 
Pedro depot. Admiral Parks made.it clear, as noted above, that the 
leased facilities in San Pedro were completely out of future considera- 
tion. 

The question then may be raised in this way: Is the Navy prudent 
in transferring supply operations to the shipyard as an alternative to 
retention of a mainland depot nucleus capable of rapid wartime ex- 
pansion? 

Depot spokesmen opposing the move had cited numerous disad- 
vantages of the shipyard site at Terminal Island, including that of 
limited access and those listed by the commander, Western Sea 
Frontier, in 1947, which we have summarized above. Admiral 
Parks testified that the Navy had considered these disadvantages 
in the light of a future emergency and was prepared to take a “calcu- 
lated risk.’’ 

Your subcommittee does not presume to substitute its judgment 
for the Navy’s on a matter in military logistics planning. We 
merely note that there have been important expressions of opinion 
in the Navy for retention of the mainland depot nucleus. 

It is significant that Admiral Parks in attempting to justify the 
present —— action, cited internal Navy recommendations which, 
in fact, challenged this move. 


RECOMMENDATIONS REGARDING DEPOT 


According to Admiral Parks, the decision to consolidate the depot 
and shipyard supply functions was not lightly or capriciously made, 
but came about as ‘‘the result-of several detailed inquiries into the 
extent and nature of the supply aps facilities required after the 

e 


cessation of hostilities in Korea’’, identified two such inquiries: 

(1) A study of a Bureau of Supplies and Accounts ad hoc committee, 
formed in the fall of 1953, which recommended that certain Bureau 
activities, including the San Pedro Naval Supply Depot, be reduced 
or eliminated. 

(2) A 1954 recommendation of the Director of Planning, Bureau 
of Supplies and Accounts, that the leased space in San poe es be 
abandoned and that the depot proper be operated from the Torrance 
annex, with a fleet landing to be located in the shipyard. 

Your subcommittee finds it difficult to reconcile the recommenda- 
tions of the above-cited inquiries with the decision actually made by 
the Navy to merge the depot and shipyard supply functions. 
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The so-called ad hoc committee of 1953 actually regarded the 
feasibility of transferring the supply workload from the San Pedro 
depot to the shipyard at Long Beach as a “short-range prospect.” 
For the “long-range prospect”’ the ad hoc committee had recommended 
that feasible plans be developed in accord with the recommendations 
of the commander, Western Sea Frontier, that San Pedro capability 
be maintained or developed for an overseas support role as a comple- 
ment to the naval supply center at Oakland. 

Furthermore, the recommendation of the Director of Planning, 
Bureau of Supplies and Accounts, to which Admiral Parks also 
adverted in his testimony, did not contemplate the transfer of the 
supply depot to the shipyard. 

Admiral Parks was unable to enlighten the subcommittee as to the 
ad hoc committee’s reference to long-range recommendations of 
the commander, Western Sea Frontier. The admiral did not know 
whether the ad hoc committee referred to the recommendations of 
the commander in 1947, which we have discussed above, or to some 
subsequent recommendation. He indicated that the present com- 
mander had approved, or had interposed no objections to, the merger 
of supply operations at the Terminal Island Shipyard. 







ALTERNATE PLAN FOR SUPPLY OPERATION 


Following the merger decision, the then commanding officer of the 
San Pedro Naval Supply Depot, Capt. Pavt W. Clarke, made a trip 
to Washington and presented to the Bures.u of Supplies and Accounts 
an alternative plan which involved the withdrawal from all the leased 
— at San Pedro while retaining the depot command with the 

orrance facility and the fuel annex as two components. Certain 
additional facilities were to be erected at the naval station and ship- 
yard at Terminal Island as part of the supply support mission to t!.e 
fleet. Captain Clarke’s proposal was substantially the same as that 
proposed by the Director of Planning in the Bureau of Supplies and 
Accounts a year earlier. 

Mr. W. W. Garrison, planning supervisor at the naval supply 
depot, San Pedro, gave the a, an YH a résumé of Captain 
Clarke’s proposal with supporting documents. This proposal esti- 
mated that 200 employees could be eliminated by the retreat to 
Torrance, approximately the same number that the Navy contends 
would be eliminated by transfer to the shipyard. 

The Navy rejected the Clarke plan and proceeded with its merger 
action. The present commanding officer of the San Pedro Naval 
Supply Depot, Commander Watts, testified that the advisability of 
disestablishing the depot and transferring the supply operations to 
the shipyard never was discussed specifically with officials of the 
depot. No recommendations were sought from these officials prior 
to the merger decision. 


DISTINCTION OF DEPOT AND SHIPYARD SUPPLY MISSIONS 


Your subcommittee does not doubt that this apparent rejection of 
the views of supply re officials reflects a idhec hovel jurisdictional 
contest among parent bureaus in which the Bureau of Ships prevailed 


over the Bureau of Supplies and Accounts. In times past Navy 
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officials were wont to emphasize the distinction in missions between 
@ supply depot and a shipyard. For: example, the commander, 
Western Sea Frontier, in his 1947 objections to a proposed 
merger of the San Pedro and Terminal: Island supply functions, 
pointed out that such action would conflict directly wi avy policy 
documents which “specifically differentiate between industrial supply 
functions assigned to naval shipyards and general fleet and shore 
supply functions, assigned to naval supply depots.” In the one 
case, Management and technical controb is exercised by the Bureau 
of Ships; in the other, by the Bureau of or sro and Accounts. 
Interestingly enongh, at the June 1955 nones of the subcom- 
mittee, Capt. A. F. Ryan of the Bureau of Supplies and Accounts 
tried to preserve this distinction in explaining why supply depots 
are operaved separately from shipyards at New York and Norfolk. 
In these places, according to Captain Ryan, the workload of each is 
sufficiently high to justify separate operation. Yet, when the ques- 
tion was raised why the large depot and small supply department of 
the ship repair facility at San Diego were separately maintained, 
Captain Ryan rejoined: ‘They have to be separate because one repairs 
ships and the other is in the supply business.” 


CHANGING NAVY CONCEPTS OF SUPPLY ADMINISTRATION 


When Admiral Parks was reminded at the September 1955 hearings 
of Captain Ryan’s earlier remark, he said: “I think that was a rather 
ill-advised statement.” He added, with regard to San Diego, “that 
some consolidation of stocks down there is, even now, under con- 
sideration.”” He predicted that the stocks would be consolidated 
under the depot. which has the larger operation and more buildings, 
and is located contiguous to the ship supply facility. 

Before World War Ii, Admiral Parks explained, ‘‘every shipyard 
was a supply depot.” At Boston, Philadelphia, and Charleston, 
shipyard supply and depot supply operations presently are combined. 
He referred to 1947 Navy concepts of separate depot and shipyard 
supply. operations as “ancient history,” saying they might be 
theoretically justified but were now too expensive as a practicable 
Nene He implied that the Navy is returning to the pre- 

orld War II mode of combined supply administration. 

Your subcommittee favors practical measures to integrate supply 
activities where real economies can be achieved. In the light of the 
Navy’s asserted justification for the merger of supply activities in 
the San Pedro-Long Beach area, the subcommittee recommends that 
the Navy review all its supply —— with a critical eye and an 
approach toward eliminating duplicate activities wherever they may 
be found, irrespective of bureau jurisdictions. 


LIMITED NATURE OF MERGER ACTION 


In the present case, your subcommittee does not believe, as it 
stated in House Report No. 1456, that the merger action represents 
& genuine integration of mf activities. While some duplication 
of stocks and overhead un aabeuliy will be eliminated, the supply. 
annex at Torrance is being retained in connection with the ee 
supply operation, and the fuel annex of the depot in the San Pedro 
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waterfront area is being transformed into a separate command with 
its attendant overhead requirements, under Bureau of Supplies and 
Accounts cognizance. 

The net effect of the merger, then, is:to create a separate fuel 
command and shift jurisdiction over other supply stocks from the 
Bureau of Supplies and Accounts to the Bureau of Ships, while 
retaining all physical facilities except the leased quarters at San Pedro. 

In this process, a portion of premium warehouse space at the ship- 
yard is being converted to office use, slow-moving stocks are being 
transferred from the shipyard to the Torrance location to make room 
for faster-moving supplies, and certain facilities at the shipyard are 
being expanded to take care of the fleet support mission. 


EXTENSION OF SHIPYARD SUPPLY MISSION 


By taking over the depot supply operations, the shipyard will have 
acquired responsibilities for supplying general stores, provisions, 
clothing, household goods storage, etc., to some 60 or 70 shore ac- 
tivities in addition to the fleet. These shore activities comprise 
outlying naval air stations; Marine, Air Force and Coast Guard units; 
research facilities; and other administrative units of greater or lesser 
size. Admiral Parks assured the subcommittee that all these supply 
functions would be carried on by the shipyard after the merger. 
Captain Foott, shipyard supply officer, also maintained that the ship- 
yard now services these shore activities with electronics and other 
technical equipment, and so the additional services could be readily 
performed, with possible savings. 

Whether, as a final result and regardless of primary mission the 
shipyard will be able to conduct a more effective and economical 
supply operation than, say, a regular supply depot operated from 
Torrance, remains an open question, as far as your subcommittee is 
concerned. Contrasting points of view were presented to the sub- 
committee. 

Generally it would seem that many of the supply activities involved 
are more suited to administration by a supply depot than by a ship- 
yard—particularly at sustained high levels of operation. Depot 
spokesmen opposing the merger contended that the San Pedro depot 
carries a heavier supply wititoad than the Terminal Island Shipyard. 
Navy officials defending the merger maintained that the shipyard 
earries a comparable workload which may even exceed that of. the 
depot in some items of supply. 

Captain Ryan had suggested at the subcommittee’s earlier hearings 
that there is a “‘point of diminishing returns” in consolidated opera- 
tion. Unless this were so, there would be little if any justification for 
Navy operation of supply depots separate from the supply depart- 
ments of shipyards, 


REVIEW OF PERSONNEL SAVINGS ESTIMATES 


Merger of depot and shipyard supply stocks upon withdrawal from 
leased quarters at San Pedro, assuming reasonably efficient adminis- 
tration, is bound to result in a reduction of overhead and some other 
economies. Such economies, 'we may note, are not uniquely attribut- 
able to the transfer of supply operations to shipyard control; con- 
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ceivably they could’ have been achieved as well by withdrawing from 
San Pedro to Torrance and maintaining the supply depot operation. 
However, Navy officials rested their case for economy in the merger 
largely on the expected annual savings of some $900,000 to be gained 
by eliminating approximately 200 employees. 

At the earlier hearings the Navy witnesses presented your subcom- 
mittee with maximum and minimum estimates of 400 and 200 persons, 
respectively, to be eliminated by the merger. The higher figure was 
said to be derived by combining the workload at the depot and the 
shipyard and applying work-measurement statistical data to establish 
the personnel required after merger as compared with the personnel 
of each activity before merger. Apparently the higher figure of 400 
was muietianed tn Navy circles and so a lower limit of 200 was adopted 
so as to be on the conservative side. 

It was emphasized to the subcommittee that the 400 figure had been 
used only in verbal discussions among Navy officials but had never 
been cited in official correspondence. 

Preparatory to the September 15, 1955 hearings, the subcommittee 
staff made a careful analysis of the methods used by the Navy in 
arriving at the estimates of personnel savings. 

From this analysis and from testimony elicted at the hearings, it 
developed that the Navy had made no realistic and detailed study of 
personnel savings va to the time the merger decision was announced 
in March 1955. Your subcommittee was confirmed in its preliminary 
finding in House na No. 1456 (p. 11) that “The Navy officials 
concerned had only the vaguest idea as to what the personnel require- 
ments would be after relocation.” 

Commander Durant of the Bureau of Supplies and Accounts testi- 
fied that in January 1955 he had made some rough computations on 
scratch paper and advised Captain Ryan that personnel savings might 
be “in the neighborhood of 250 people.” Then in April (after the 
merger announcement), he prepared a “‘staffing plan” of the projected 
consolidated operation for purposes of discussion with Captain Foott, 
the shipyard supply officer. This plan included an estimate of 
“savings’’ of 342 personnel. 

At the September 15 hearings of the subcommittee, Commander 
Durant ‘testified that 342 was an erroneous estimate of personnel 
oe in that it omitted requirements for fiscal personnel and under- 
stated the requirements for waterfront personnel. He said that a 
figure of 252 would have been more accurate than 342. Also he 
observed that the Director of Planning in the Bureau of Supplies and 
Accounts may have been misled by the erroneous figure, which “may 
account in part for the confusion that has arisen in previous testi- 
mony as between the 200 and 400 figure.” 

A shipyard estimate, dated September 2, 1955, prepared under the 
direction of Captain Foott, purported to show a saving of 279 per- 
sonnel. Apparently Commander Durant was in disagreement with 
some parts of this calculation. 

Another shipyard estimate, dated September 10, 1955, purported 
to show a rent 283 personnel. 

A Bureau of Supplies and Accounts estimate dated September 14, 


1955, purported to show a saving of 156 personnel. A day later (when 
the hearing was held) Admiral 


Parks ‘submitted another estimate 
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stating that the 156 was due to “arithmetical errors” and should 
be corrected to 195. The 195 figure was used by Admiral Parks in his 
prepared statement to the subcommittee. 


CONFUSING FIGURES BY NAVY 


While your subcommittee was not advised exactly where the 
“arithmetical errors’ occurred, they resulted in a total figure of 1,326 
personnel estimated to be required upon merger as compared with 
1,482 = the separate activities. (The 1,326 figure was corrected to 
1,287. 

Curiously enough, Captain Foott’s estimate of September 2 also 
cited a total figure of 1,326 personnel upon merger, though it cited 
1,605 as the personnel requirements before merger. 

It is difficult for your subcommittee to believe that Admiral Parks’ 
figure of 1,326, allegedly containing arithmetical errors, was the same 
as Captain Foott’s earlier figure by mere coincidence. . Rather your 
subcommittee is persuaded by the evidence that the Navy officials 
concerned engaged in working up figures internally to arrive at a total 
result that would give the color of support to their allegations of dollar 
savings. 

Your subcommittee can agree with Admiral Parks that ‘‘the compu- 
tation of staffing is not an exact science.’’ However, the Navy would 
have been far better advised to frankly admit the limitations of the 
data than to strain so hard for self-justification. 

The “savings” estimates prepared by Commander Durant, upon 
which, according to Admiral Parks, the Navy based its original merger 
decision and rejection of the alternate Clarke plan for a depot at 
Torrance, were really not savings estimates atall. Admiral Parks and 
Commander Durant admitted as much in their testimony. 

To derive manpower estimates, which are used for funding pur- 
poses, Commander Durant takes routine work-measurement reports 
of the various naval activities and applies man-month produc- 
tivity rates to the workload in selected component functions. In the 
case of the San Pedro depot and Terminal Island Shipyard, his “‘sav- 
ings’’ figure was simply the difference between funded manpower 
complements before merger and estimated manpower requirements 
after merger. 

This method of estimating assumes, but does not measure, elimina- 
tion of duplication in inventory or overhead functions by merger. 
The measurements apply only to those operations which readily lend 
themselves to such statistical treatment and are additive for the 
selected (combined) workload operations of the depot and the ship- 
yard. The only reasons why the total combined workload shows a 
lesser requirement for manpower than the separate workloads are the 
built-im assumptions, or possibly statistical variations in productivity 
rates between the two supply activities. 

Admiral Parks, apparently persuaded that this method was deficient 
as a measure of personnel savings, ordered a new estimate to be made, 
the day before the September 15 hearings, by direct questioning of 
supervisors at the work level in the shipyard. In his words: 

As you pointed out, we were coming up with all kinds of answers, so I thought 


the best way. to do was to go down to the horse’s mouth, to the individuals who 
were going to have to do this work and say, “How many people do you need to 
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do. this'job?” Personally I will trust this study better than I will all these 
statistics, 


The result of the last-minute study was the above-mentioned figure 
of 195 estimated personnel savings which Admiral Parks used in bis 
prepared statement. 

mmander Durant acknowledged that there was no statistical 
relationship between his method of computation and that resorted to 
by Admiral Parks. 

After the hearings, Admiral Parks wrote to your subcommittee 
chairman suggesting that the confusion in the evidence regardi 
personnel savings was due to the fact that the subcommittee st 
members’ ‘‘were furnished too much information rather than too 
little.” He said they had received working copies of several studies 
indicating various amounts of personnel savings which did not bear 
the stamp of official approval by the Navy Department. The official 
figures he put down as 200 in earlier testimony by Admiral Arnold, 
and 195 in his own testimony. 


PRESENT STATUS OF MERGER ACTION 


In a letter to the subcommittee chairman dated November 10, 1955 
Admiral Parks advised that the San Pedro Naval Supply Depot would 
be disestablished as of November 30, 1955. This date was noted as 3 
months earlier than a previous unofficial estimate, and was said to be 
occasioned by cuts in Navy personnel ordered by the Secretary of 
Defense. 

Admiral Parks also said that to protect the job rights of the depot 
employees the retention register of the depot and shipyard would be 
merged, and reductions would be made in the total work force in 
accord with civil-service procedures. The earlier date of merger would 
not affect the total reduction in force, according to Admiral Parks, and 
the shipyard would still require approximately 200 people less than the 
2 separate organizations. 


SUBCOMMITTEE FINDINGS 


Your subcommittee finds that its general position expressed in a 
preliminary way-in House Heport No. 1456 (pp. 11-12) is substantially 
affirmed by the testimony taken at the later Teaver 

Although the Navy refigured its cost and savings estimates, and 
offered rebuttal evidence that many alleged costs would not, be in- 
curred by the transfer of supply operations from San Pedro to Termi- 
nal Island, the subcommittee remains convinced that this was a poorly 
planned move, which the Navy tried hard to justify on economic 
grounds after the decision was made. 

The subcommittee hearings were salutary in that they encouraged 

the Navy to reexamine its projected costs of the merger and to make 
indicated reductions of at least $100,000. 
__. The main motivating factor for the Navy’s withdrawal from the San 
Pedro quarters appears to have been a desire to use owned space 
rather than leased; space... In seeking funds for the conversion of 
warehouse sp e to, office use_in connection. with the transfer, the 
Navy was obligated to determine whether commercial facilities were 
available for the purpose. 
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Thus there is an evident conflict between Department of Defense 
policies favoring use of Government-owned space and those favoring 
maximum use of commercial facilities. 

The Navy had represented to the subcommittee that the project 
for conversion of warehouse space had been approved when, in fact, 
final approval was still pending. 

Testimony adduced at the Searkage showed that the Navy decision 
to transfer supply operations to the shipyard at Terminal Island was 
taken in the face of other recommendations by Navy officials that the 
nucleus of a mainland supply depot be maintained for rapid expansion 
in the event of another emergency. 

Local Navy depot officials at the San Pedro Naval Supply Depot, 
so far as the testimony discloses, were not consulted as to the feasibility 
of the merger action before the decision was made. 

The makeshift nature of Navy mobilization planning in this area 
is indicated by the fact that this is the second transfer of supply 
operations from San Pedro to the Terminal Island Shipyard. The 

avy withdrew from San Pedro just prior to the Korean crisis, re- 
linquishing its warehouses and other improvements, only to return and 
become entangled in litigation as to ownership of the properties. 

Merger of depot and shipyard supply operations at Terminal Island 
will require the shipyard supply department to extend its mission and 

ive supply support to numerous shore activities as well as the fleet. 
any of these supply activities seem more suited to administration 
by a supply depot than shipyard. 

Although the Navy has represented the merger action as an economy 
move, based largely on expected personnel savings of 200, no real study 
of such savings was made before the decision to move. The Navy 
resorted to considerable manipulation of figures in an effort to justify 
its assertions. 


CONCLUDING OBSERVATIONS AND RECOMMENDATIONS 


This merger action was in process when called to the attention of 
the subcommittee. It was completed during the past few months 
while Congress was not in session and before your subcommittee could 
submit its report. 

The withdrawal of Navy supply activities from San Pedro, which 
was involved in the merger, necessarily resulted in a disruption of 
employment which was of great and legitimate concern to the com- 
munity and to Congressman King in whose district the San Pedro 
supply facilities were located. noted in your subcommittee’s 
earlier report (H. Rept. 1456), Congressman King received no advance 
information regarding the intended move, although he had made 
inquiries about it. Your subcommittee believes that it is only common 
courtesy for the Navy to respond to such inquiries and to keep the 
Members of Congress advised of impending actions which have a 
serious economic impact on their constituents. The Navy has 
acknowledged its mistake in this ag and has assured your sub- 
committee that it will not be repeated. 

Your subcommittee favors the elimination of duplicating activities 
throughout the Military Establishment where such measures can be 
justified on the basis of economy or increased efficiency. Considering 
the merger experience under inquiry, your subcommittee believes that 
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the Navy would be well advised in the future to determine that the 
economies in any _— move are real and substantial and not merely 
a matter of casual speculation which the Navy seeks to fortify after 
Min advancing thas leteat f d d shi 

n advancing their latest arguments for merging depot and ship- 
yard supply operations, the Navy witnesses caaieeand a willingness to 
discard earlier ee of bureau autonomy and separate missions for 
depots and shipyards. A rigorous application of this policy to all 
Navy bureaus and activities might eliminate many duplications and 
bring about substantial savings. Your subcommittee intends to 
observe how seriously the Navy takes its own arguments when faced 
with similar situations in the future. 

The Navy testimony was opportunistic and self-serving in the sense 
that new arguments were advanced and new calculations of savin 
made between the time of the first and second hearings of the sub- 
committee. A complete study and a forthright Navy statement from 
the very start would have been more conducive to an evaluation of 
the proposed merger on its merits. Your subcommittee intends to 
examine the effects of the merger action at a future date to determine 
what economies, if any, have been realized. 





VIEWS OF CLARE E, HOFFMAN 


From the record made, and without further information, I cannot 
go along with criticisms of the Department. 


Cuare E. Horrman, 
18 
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sag veer raat IR 
peaker o ouse of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the ninth intermediate report 
of its Subcommittee on International Operations. 

Wituam L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


NINTH INTERMEDIATE REPORT 


SUBMITTED BY, THE INTERNATIONAL OPERATIONS 
SUBCOMMITTEE 


On January 18, 1956, the Committee on Government Operations 
had before it for consideration the report of its subcommittee studying 
Foreign Service promotions under the Wriston pro 


gram. 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
or sea was directed to transmit a copy to the Speaker of the 

ouse. 


SUMMARY 


The success or failure of United States foreign policy depends in 
large measure on whether the personnel who must execute it are able 
to work effectively and in concert. Good personnel administration 
in the Department of State is, therefore, important not only as a 
matter of efficiency but because of its crucial bearing upon the conduct 
of our foreign policy. 

Early in 1954, the Secretary of State’s Public Committee on Per- 
sonnel, known for its chairman as the Wriston Committee, recom- 
mended a series of measures to strengthen the United States Forei 
Service. The Secretary of State accepted the report and imple- 
menting legislation, considered and reported by the House Foreign 
Affairs Committee, was enacted in Public Law 759, 83d Congress, and 
Public Laws 22 and 250, 84th Congress. Asa result, sweeping changes 
are currently being made in the Department’s personnel structure, 
The goal is the development of a stronger Foreign Service Officer Corps, 
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In this new corps, some 1,200 former departmental officers, as well 
as some 1,200 former Foreign Service staff and Reserve officer per- 
sonnel, eventually will be included by integration. It is the Depart- 
ment’s intention to complete this integration process in the space of 
3 years. The scope of the undertaking, together with the brief period 

owed to accomplish it, combine to place a tremendous burden upon 
the personnel administration machinery of the Department. Whether 
that machinery will prove in all respects equal to the-tasks involved 
remains to be seen. 

Under its assigned jurisdiction of examining the efficiency and 
economy of the operations of the Department of State, the Inter- 
national Operations Subcommittee has had a continuing interest in 
this program. During the 83d Congress the subcommittee made a 
comprehensive study of the historical evolution and the basic ideas 
rea, in the Wriston Committee’s report. (See International 
Operations Subcommittee Report on the Administration of the 
Foreign Service, 83d Cong., 2d sess.) 

During the Ist session of the 84th Congress this study was carried 
forward with a series of public hearings on September 15 and 16 and 
December 15, 1955. In these hearings the subcommittee sought to 
develop further both the rationale of the program and the Depart- 
ment’s performance in carrying it out. (See International Operations 
Subcommittee hearings, Administration of Overseas Personnel, Pt. 3: 
Wriston Committee Program, 84th Cong., Ist sess. Seexalso Inter- 
national Operations Subcommittee hearings, Administration of Over- 
seas Personnel, Pt. 4: Foreign Service Promotions Under the Wriston 
Program, 84th Cong., Ist sess.) It is in this context that the sub- 
committee undertook an examination of the results of the work of 
the ninth selection boards which in the period June 27, 1955, to 
September 23, 1955, dealt with the first promotions involving officers 
integrated under this program. 

The Department's stated policy with regard to both these integrated 
officers and the officers who constituted the pre-Wriston Foreign Serv- 
ice Officer Corps is that there shail be no discrimination or inequitable 
treatment with regard to assignments, frequency of transfers, or pro- 
motions. In the nature of the case it is to be expected that individual 
instances of inequities will be unavoidable as part of the cost of carry- 

ing out the program. What the subcommittee sought to determine 
was whether the operation of the integration process had kept such 
inequities to a satisfactory minimum. 


CONCLUSIONS 


1, The Department of State has not succeeded in developing a 
system with regard to promotions in the new Foreign Service which 
affords equitable treatment to integrated officers as a group. 

2. The system presently being employed has had the effect of giving 
the pre-Wriston Foreign Service officers a 75-to-1 promotion advantage 
over the integrated officers in the first selection boards since the 
implementation of the Wriston report. 

3. Although some modification is to be expected, a relative promo- 
tion advantage to pre-Wriston Foreign Service officers is scheduled to 
continue for some years. 
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4. The traditional promotion process for the Foreign Service which 
the Department adhered to has not proved adequate to the unique 
problems of the Wriston program. 

5. The preferential treatment which accrued to the pre-Wriston 
Foreign Service officers is a result of the Department’s applying pre- 
Wriston concepts to the special situations created by the Wriston 
program. 

6. Revisions made in eligibility requirements for promotion were 
shortsighted and created further imbalance. 

7. The precepts and instructions given the ninth selection boards 
did not offer adequate guidance for their deliberations. 

8. The Wriston program is predicated on the crucial importance to 
the Foreign Service of the abilities of the integrated officers, but the 
current one-sided promotion results are not consistent with this 
program. 


RECOMMENDATIONS 










1. The Department should either bring its actions into conformance 
with the basic premises of the Wriston program or seek approval to 
revise it. 

2. If the Department actually has accepted the basic premises of 
the program, it should develop more equitable arrangements for han- 
dling Foreign Service promotions. 

3. If consistently low rankings continue to be assigned integrated 
officers, the Department should reexamine the basis on which such 
officers are being integrated. 


INTRODUCTION 

















“Foreign policy will be dynamic or inert, steadfast or aimless, in 
Eoreraaa to the character and unity of those who serve it. United 

tates foreign policy has entered upon a period of trial of unprece- 
dented endurance and complexity. That policy will in large measure 
stand or fall according to whether the relative handful of men and 
women charged with its execution are able to work effectively and in 
concert toward the agreed ends.” 

With these opening words, the Secretary of State’s Public Commit- 
tee on Personnel, known for its chairman as the Wriston Committee, 
set the stage in a public report of June 1954 for a series of proposals 
oe to accomplish sweeping changes in the personnel structure 
of the United States Foreign Service. This series of proposals, with 
relatively minor exceptions, was accepted by the Secretary of State 
and became the basis for an extraordi shift begun in the summer 
of 1954 in the Department’s personnel administration. 

Basically, this shift, known as the Wriston program, involves tre- 
bling the size and enlarging the duties of the Foreign Service Officer 
Corps, ee it from an overseas service to a corps designed to 
serve ‘‘both at home and abroad.” 

Home service, henceforth, will be, with few exceptions such as 
training assignments, in certain designated posts within the Depart- 
ment of State formerly held by departmental officers. About 1,500 { 
such positions have been estab tahed. : 
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Departmental occupants of these now designated “Foreign Service 
positions,” if qualified and willing, are to be in ted into the For- 
eign Service Corps. By so doing, however, these former departmental 
officers become available for assignment abroad in the same manner 
and under the same conditions as any other Foreign Service officer. 
As of June of last year, about 242 had been so integrated. When the 
program is completed about 1,200 officers from the Department will 
make up about one-third of the new Foreign Service Officer Corps. 

Another third of the new corps will be represented by former For- 
eign Service staff officers and ertigs Service reserve officers, whose 
duties under the Wriston program have been redefined as “gan gege 
for Foreign Service officers. As of June 1, 1955, 267 had been inte- 
grated from this group. 

The remaining one-third of the new corps will consist of the approx- 
imately 1,300 people who comprised the Foreign Service Officer Corps 
prior to the Wriston program, together with new recruits since brought 
in annually at the lowest grade in the career ladder in the traditional 
manner. 

What is involved, therefore, is not an overall increase in personnel 
‘but rather a shifting of labels and terms of service for about 2,500 
people already serving under the Secretary of State. About half of 
these are staff and reserve officers already serving overseas who will 
now become available for service at home. The other half are per- 
sonnel presently serving in the Department who will now become avail- 
able for overseas assignment. 

The Department’s reasons for this sweeping change have been 
set forth in the public report of the Wriston Committee, entitled 
“Toward a Stronger Foreign Service.” Perhaps the most telling 

oint made in this report in justification of the personnel amalgamation 
is that the traditional concept of the kind of Foreign Service this 
country needs has been long outmoded by the rush of world events. 
The traditional prototype of an officer of generalized abilities, but lack- 
ing in development of highly specialized skills is no longer adequate. 
ile there remains and will remain always a need for such officers, 
the Wriston report again and again stresses the critical shortage of 
specialized skills within the service, “notably economic, labor, agri- 
culture, commercial promotion, area-language, and administrative, 
that have become indispensable.” 

The report also points to the faci that the very skills needed have 
been locked within the Department in Washington, whose civil- 
service personnel could not be freely assigned overseas as needed. 

Referring to the failure of the Foreign Service to discard its out- 
moded prototype, the report stated— 


the Foreign Service has been almost indifferent to these specialties; it has been 
loath to make room for them in its ranks. 


In the acceptance of the Wriston program by the Department, by 
“the Congress, and by the public at large, it seems clear that there has 
been unanimous agreement that such deficiencies as these in the 
Foreign Service corps must be overcome. 
So convincing were the Department’s arguments for the program 
that in both 1954 and 1955 the Congress, on the request of the Depart- 
ment of State, amended the Foreign Service Act of 1946 to s the 


— process, particularly with respect to departmental per- 
sonnel. 
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» The initial step of bringing into the officer corps qualified people 
both from the staff and reserve corps and from the De ent was 
carried out by an examination of the qualifications of incumbents of 
positions newly designated. as “Foreign Service officer positions.” In 
view of the fact that bs he erase, these lateral entrants were already 

rforming duties which, in most cases, involved skills badly needed 

y © modern foreign service the examination process rightly gave most 
weight to the manner of performance of the entrant in his existing 
capacity. 

ot all incumbents of these positions were integrated, however. 
Some were overage in prade; some had obvious shortcomings, and 
others found it impossible for personal reasons to accept the new 
a ations of ahh perm service. , ‘ 
e impact of this program created some misgivings among the 
personnel affected. At least one important drawback for prospective 
integrated officers was the fear that, in spite of the apparent accept- 
ance of the Wriston program, the traditional concept of the Foreign 
Service officer would remain and the integrated specialist, once in the 
new service, would find that assignments, transfers, and promotions 
were still being based on the old prototype. 
The following exchanges rip, Moss subcommittee’s hearings of 
September 15, 1955, expressed the Department’s intent on this point: 
Dr. Wriston. Now, by this integration, we break down any notion that 
anybody in Washington is either above or below anybody in Teheran or Timbuktu, 
or where-you-will. They are the same fellows. The man who is now in Wash- 
ington may find himself in Teheran next year and the fellow in Timbuktu may 


find himself in Washington next Sat They belong to the same thing and they 
are all under the direction of the retary. 


Question. Is it the intention of your Committee that once amalgamated all 
Foreign Service officers will be treated alike regardless of point of origin? 
Dr. Wriston. Certainly. 


Question. Those of departmental origin, for example, will not be subjected 
to more frequent transfers than other FSO’s? 
Dr. Wriston. No. 


Question. And will this equal treatment hold also with regard to assignments 
and promotions? 

Dr. Wriston. Yes, sir. 

Question. I understand, Mr. Henderson, from your testimony that provisions 
have been made to insure equal treatment as regards promotions and separations 
of personnel in this new FSO Corps regardless of their point of origin. 

r. Henperson. Yes; that is true. 

The crucial test of such intent, obviously, is the actual performance 
of the Department as the program proceeds. 

In the light of these statements, therefore, the subcommittee 
requested the Department to supply information on the work of the 
ninth selection boards upon whose recommendations the first series 
of promotions in the newly constituted Foreign Service will be based. 
The information was supplied both in an exchange of correspondence 
and in testimony before the subcommittee on December 15, 1955. 

As a result, the subcommittee has learned that after considering 
the entire roster of 1,824 officers who made up the Foreign Service 
as of June 1, 1955, a total of approximately 400 officers will be pro- 
moted this year. Of these, probably not less than 398 will be Forei 
Service officers of the traditional type; none will be promoted who 
came in under the Wriston pro; tesa the staff and reserve corps; 
and only 1, or possibly 2—and they in classes 5 and 6, the bottom 
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classes of the Service—will be promoted who entered under the 
Wriston program from the Department. 

The 398 figure represents about 30 percent of the total of 1,311 of 
the former Foreign Service officer group. The one departmental 
officer who will certainly be promoted and the other departmental 
officer who may be promoted together make up four-tenths of 1 percent 
of the 509 officers integrated under the Wriston program. On the 
basis of these figures it is hard to avoid the inference that the tradi- 
tional type of Foreign Service officer has started out with a 75-to-1 
advantage over the integrated officer in the matter of promotion. 

The subcommittee, therefore, asked the Department to reconcile 
these disproportionate results with testimony it had given before the 
subcommittee promising equitable treatment under the Wriston 
program to all Voreis Service officers regardless of point of origin. 
On the face of it, only two explanations seemed possible; either the 
promotion process was not equitable or the quality of the integrated 
officers was shockingly low as compared to that of the old-line Foreign 
Service officers. In statements to the subcommittee the Department 
rejected the latter possibility and took the position that no inference 
about the relative merits of the integrated officers could be drawn 
from the findings of the ninth selection boards. The Department 
further argued that such inequities as may have resulted were both 
unavoidable and temporary costs of implementing the Wriston 
paggrem. ; ere 

o make clear how the Department arrived at this position, it is 
necessary to outline the promotion process in the Foreign Service and 
the special problems presented by the integration program. 


FOREIGN SERVICE PROMOTIONS 


The Secretary of State is authorized, under section 623 of the Foreign 
Service Act of 1946, as amended, to establish, with the advice of the 
Board of the Foreign Service, selection boards to evaluate the perform- 
ance of Foreign Service officers as a basis for recommending qualified 
officers for promotion. 

Selection boards are set up annually, with each board considering 
1 of the 6 classes of Foreign Service officers. In some cases, depending 
upon the number of officers in each class, a board may be assigned the 
task of reviewing the performance of two classes of officers. For exam- 
ple, the board dealing with class 1 officers of which there are relativel 
few may be called upon to deal with class 2 officers as well. The shane 
ard board consists of 3 Foreign Service officers, generally of a higher 
rank than those upon whom they are passing judgment, a public mem- 
ber drawn from outside Government service, 1 representative from 
the Department of Labor and 1 representative from the Department 
of Commerce. These last two are observers without a vote in the 
proceedings of the boards. 

By statute, no person may be appointed for 2 consecutive years to 
these boards. 

Each selection board is charged with the responsibility for evalu- 
ating and rating the performance records of officers in the class 
or classes assigned to it. The end product is a complete list of all 
members of the Foreign Service posh within each class according 
to their individual merit as determined by the boards. In other 
words, if there are 218 officers in class 2, it is the duty of the par- 





Ss ed el ed 


FOREIGN SERVICE PROMOTIONS UNDER THE WRISTON PROGRAM 7 


ticular selection board which deals with this class to com these 
218 officers one with another and determine which shall Cacnnken 
first, second, third, and so on down to 218. Having made this deter- 
mination, each board then establishes a ‘“‘cutoff line,’’ above which 
all officers listed are regarded as promotable material while those 
below are not. For example, 121 officers out of 218 in class 2 may 
be above the “cutoff line.” This simply means that although all 218 
were compared and ranked, the selection board regards the first 121 
names on the rank-order list as having demonstrated fitness for pro- 
motion, while the remaining 97 have not. These rank-order lists are 
submitted to the Deputy Assistant Secretary for Personnel by the 
selection boards. At this point the lists are processed by the Office 
of Personnel to delete the names of those officers who are not eligible 
for promotion by reason of not having sufficient time in their present 
class. Eligibility requirements are established by the Secretary of 
State, and prior to the Wriston program were fixed at 3 years in 
class 1; 2 years in classes 2, 3, and 4; and 1 year in classes 5 and 6. 

The reason given by the Department for requiring the selection 
boards to rank all officers regardless of eligibility is that it is within the 
power of the selection boards to recommend waivers of eligibility 
requirements in the cases of officers of outstanding ability. However, 
no board has made such a recommendation in the 9 years the present 
promotion system has been in operation. 

The final result, then, is a list of Foreign Service officers, arranged 
in a rank order within each class, who are both recommended by the 
selection boards and eligible according to standards set by the Secre- 
tary of State. 

This list is the roster from which the Department selects officers for 
promotion to the extent that salary funds and position vacancies will 
allow. There may be, for example, 102 officers of class 2 both recom- 
mended and eligible, but funds and vacancies may permit only 50 to 
be actually promoted. The Department then names the first 50 
officers on the list. Actual promotion of these officers follows upon 
appointment by the President, after confirmation by the Senate of 
Presidential nominations, 

Three hurdles must be cleared, therefore, for a Foreign Service 
officer to be promoted. First, his name must appear among those 
recommended by the boards for promotion; second, he must meet 
certain time-in-class requirements to be considered eligible; and third, 
even though recommended and eligible he must have been ranked high 
enough by the boards to fall within the group who will actually be 
promoted in terms of limitations of funds and vacancies. 

This, in brief, is the way the promotion process operates in the 
Foreign Service. The difficulties it poses, particularly with respect to 
the implementation of the Wriston program, can be seen only by exam- 
ining each of the steps of this process in detail. 


SELECTION BOARDS’ RECOMMENDATIONS 


The wide dispersal around the world of Foreign Service officers 
whose performance must be evaluated annually has made necessary a 
kind of “mailorder” promotion system, since the records upon which 
selection boards are instructed to base their decisions are the personnel 
records maintained by the Department’s Office of Personnel in 
Washington. 
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Detailed regulations and operating instructions, known as precepts, 
are drawn up each year for the selection boards. In addition, the 
boards receive initial instructions from the Deputy Under Secretary 
for Administration and the Director General of the Foreign Service. 
The Deputy Assistant Secretary for Personnel, as well as the Perform. 
ance Evaluation Branch of the Personnel Office, provides the boards 
with administrative support during their deliberations. 

The members of the headde take an oath that they will preserve the 
confidential character of the personnel records which they are to use 
in their deliberations and not divulge, except as authorized, how in- 
dividuals were rated by the boards. The personnel files which the 
boards then receive as the basis for their evaluations contain four main 
categories of records: 

1. Annual efficiency reports by supervisory officers. 
2. Reports by Foreign Service inspectors. 

3. Evaluations by Washington end users. 

4. Other information relating to performance. 

Although the selection boards are instructed to consider all evidence 
of record so that a total pattern of performance becomes apparent, 
the intermittent and variable nature of most other information is such 
that the annual efficiency reports by supervisory officers assume crucial 
importance. These reports are executed by a rating officer who has 
supervised the subject officer and they are reviewed by another officer 
before submission to the Department. 

To meet the needs of the system a special Foreign Service efficiency 
report form is used. This four-page document has been designed to 
give an elaborately detailed picture not only of the assignments held 
and the supervisor’s evaluation of an officer’s performance in those 
assignments, but also the supervisor’s evaluation of the officer’s 
personal qualities ranging from such broad aspects as “character” 
to such specific personality traits as “sense of humor” and “good 
manners and politeness.” In addition, the officer’s foreign language 
proficiency and his overall performance are rated. All of this informa- 
tion is supplemented by a written statement covering 16 specified 
topics of performance information which cannot be furnished in other 
than narrative form. Among these are such items as “physical fit- 
ness—emotional stability” and ‘comments on members of family, if 


For other than the narrative items on the report, a grading scale of 
1 to 6 is used, with 6 being the highest rating. 

The civil service type of performance rating form used for depart- 
mental employees is quite different from that used for the Foreign 
Service. Consisting of but 1 page, it requires only a 10-line narrative 
description of the job work requirements of the position involved, a 
supervisor’s similarly brief narrative appraisal of overall work per- 
formance of the employee (which, unless otherwise indicated by the 
rating officer, automatically constitutes a satisfactory rating) and the 
supervisor’s recommendation for the employee’s development to make 
his service more effective. By contrast with the Foreign Service 
efficiency reports, to quote the Deputy Under Secretary of State, 
Loy Henderson— 


the assessments given in accord with civil service practice to the performance of 


an able departmental officer tend to be stereotyped, flat, uninformative and, in 
general, less impressive. 
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This contrast is, of course, of itself no reflection on the civil service 
emery rating form since it was not designed to meet the unique 

oreign Service need to establish annually the comparative merit of 
all employees within a given grade, but rather to relate the performance 
of an individual employee to a specific job. 

The difference in these two sets of records would have little signifi- 
cance if it were not for the Wriston program. The deficiencies in each 
type of record could have been attacked without relation to the other. 

owever, the Wriston program will eventually transfer into the 
Foreign Service some 1,200 departmental officers. Since these officers 
will be promoted by the selection board process which depends upon 
comparative ranking of all officers in a given class on the basis of 
written records, a very real and difficult problem is posed for the 
ih Soha at The problem is mre § this: How can selection boards 
fairly assess on a Comparative basis the entire corps of officers when on 
some there are extensive and elaborate records especially designed to 
facilitate the process, while on others there are few records and what 
there are were designed for quite a different purpose? 

Nor is this the only problem. The traditional Foreign Service 
officer is lacking in highly specialized skills possessed by many of the 
integrated officers. Indeed, according to the Wriston report, it is 
precisely to enrich the new Foreign Service with needed skills that the 
integrated officers are to be brought in in such overwhelming numbers. 
However, in a promotion system based on comparative merit, how is 
a specialist to be ranked as against a generalist? There is, therefore, 
not only the problem of administrative records which have not been 
comparable; there is also the problem of different substantive experi- 
ences and abilities which are not comparable. Yet the system calls 
for establishing comparative ranks throughout the service. 

The ninth selection boards which convened on June 27, 1955, 
were the first since the inception of the Wriston program to be con- 
fronted with this situation.” To assist them, the Department took a 
number of steps, The boards were briefed concerning the unusual 
problems which they would encounter as a result of the integration 
program. The precepts given to them were revised to include cautions 
rt allowing the brevity of performance information provided by 
the departmental efficiency rating form to work to the disadvantage 


of former departmental officers. This point was also emphasized 

by officials of the Department who addressed the boards at the 

ng of their labors. On approximately 90 percent of the 
e 


Foreign Service officers who entered from the Department, Foreign 
Service-type performance ratings covering at least their last year of 
departmental service prior to integration were obtained. The selection 
boards were also provided with technical assistants for interpreting 
those aspects of depatteneital performance records with which the 
boards have been unfamiliar. 

. In addition, the written precepts admonished the boards to 

give positive effect to the fact that the needs of the present-day Foreign Service 
require that many of its officers become specialists in one or more of the functional 
areas of Foreign Service work. 

No specific oral instructions were given the boards on how to compare 
specialists with generalists. : 

_ The ninth selection boards completed their work on September 23, 
1955. Their findings can be summarized as follows: Out of some 1,324 
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re-Wriston Foreign Service officers 747 were listed above the ‘‘cut-off” 
ines in the various classes; of 267 former staff and reserve officers 38 
were so listed; of 242 former departmental officers only 13 were so 
listed. Percentagewise, this means that the boards determined that 
44 percent of the old FSO group, 86 percent of the former staff and 
reserve group and a staggering 95 percent of the former departmental 
group were not promotable material. 

From these results it is clear that only a small proportion of the 
integrated officers got over the first of the three hurdles toward pro- 
motion. 

Since the Department had ruled out the possibility that the inte- 
grated officers as a group were inferior, the subcommittee asked 
whether these results reflected the inadequacy of records or a judgment 
by the selection boards of the worth to the new Foreign Service of the 
skills and experience possessed by the integrated officers. The Depart- 
ment’s reply was that ‘at this stage, most of the low rating of the inte- 
gratees from the Department is based upon the paucity of the records.” 

The Department further stated that notwithstanding its many 
efforts to remedy the situation, the selection boards reported difficulty 
in making comparative evaluations of performance between officers of 
departmental origin and other Foreign Service officers. 

However, it is clear that these difficulties were not so great that 
any of the boards felt called upon to exercise their right to request 
“additional documentation of a performance record when, in their 
opinion, there is insufficient information in the file to permit a proper 
evaluation.” Nor did any of the boards refuse to rank the integrated 
officers on the ground that they could not do it fairly under the 
circumstances. 

The subcommittee can only assume, therefore, that the board 
members were satisfied that, in spite of difficulties, they had fairly 
assessed the comparative merits of the officers whose records they 
had reviewed. On the same basis, since the findings of the boards 
must be accepted by the Deputy Assistant Secretary for Personnel, 
it seems fair to assume that the Department was also satisfied with 
the results of the Boards’ work. 

The Department’s satisfaction appears to have been based not on 
an absence of inequity in the treatment of its integrated officers, but 
rather on the belief that present inequities were unavoidable and 
would be overcome in a few years after comparable files had been 
built up on all officers. 


ELIGIBILITY REQUIREMENTS 


On the second hurdle of eligibility the results were not less startling. 
This, too, requires some preliminary explanation. From the start of 
the Wriston program there had been an effort to find a way to put the 
integrated officer on an even footing as regards eligibility for both pro- 
motion and selection-out purposes with officers who had entered the 
Service vertically. Since time in class is the controlling factor for 
both Soe ome the Wriston program called for crediting each inte- 


grated officer with the average time in class of FSO’s then in the class 
to which the integrated officer was assigned. When it came time to 
implement this proposal, however, the Department’s legal adviser on 
September 1, 1954, gave it as his opinion that such action was not 
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authorized by existing law. The crux of the opinion was that to im- 
lement this proposal would involve making the integrated officers 
oreign Service officers retroactively when under the law they could 

only become Foreign Service officers at the moment of their formal 

appointment by the President. 

at the Department did by way of substitution for the Wriston 
proposals as far as promotions were concerned was to reduce the 
eligibility requirements for all but class 1 officers to 6 months, instead 
of the customary 2 years for classes 2, 3, 4, and 1 year for classes 

5 and 6. These new eligibility requirements, however, were applied 

not only to integrated officers for whose special case they tod een 

designed but also to pre-Wriston Foreign Service officers. Although 
the Department alleges this action was taken to put all officers on 
an even footing, or in the words of one departmental witness, ‘‘to 
have everybody start at base zero,” the fact of the matter is it assessed 

a penalty against the integrated officers. The clear evidence is in 

the fact that while in the years prior to the Wriston program between 

56 and 62 a of the Foreign Service officer corps annually 

became eligible for promotion, the ponerse of pre-Wriston Foreign 

Service officers who became eligible under this new ruling jumped to 

83 percent. Under this same rule, meanwhile, of the staff and reserve 

corps group only 3 percent became eligible, and of the former depart- 

mental officers only 17 percent became eligible. 

Just how this regulation, which made 83 percent of one group, 17 
a of another, and 3 percent of another eligible for promotion, can 

e regarded as wiping out group differentiations and starting ‘‘every- 
body at base zero” is not clear to the subcommittee. 

An ironic note in this part of the process is to be found in the fact 
that so far as departmental officers were concerned, had they been 
credited with time in grade in the Foreign Service posts they occupied 
prior to their integration, 73 percent would have been eligible wader 
the old rules. In other words, 73 percent had served for 2 years or 
more in jobs now graded as Foreign Service positions class 2, 3, and 4, 
and 1 year or more in positions now graded as classes 5 and 6. 

In any event, when combined with the results of the first hurdle of 
recommendation by the boards, the second hurdle of eligibility tripped 
up enough additional officers to give the following picture of those still 
in the running for promotion: Old-line FSO’s, 715; staff and reserve 
officers, 0; former departmental officers, 3. Percentagewise, this 
means that of the original competitors 54 percent of the starting group 
of old-line Foreign Service officers were still in the running, none of 
the staff and reserve corps group, and 1.2 percent of the departmental 
group. 

RANKING OF INTEGRATED OFFICERS 


There was, however, one more hurdle to be traversed. As pointed 
out earlier, actual promotions are made starting from the top of each 
class list and continuing as far down each list as funds and vacancies 
will permit. It is not enough, therefore, to be both recommended 
and eligible; it is also necessary to be ranked high enough on the list 
to be included in the actual promotions. How integrated officers 
were ranked by the boards is indicated by the following tabulation of 
the percentage of these officers who were placed by the boards in the 


hi quarter and in the bottom quarter of the rank-order list for each 
ass, 
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Percentage by class of 509 integrated officers placed by 9th selection boards in to 
5 and bottom quarters of se te lists ® 





Class 





1 2 3 4 5 6 
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According to testimony by the Department of State, about 400 
officers will actually be promoted from the list of 718 recommended 
by the ninth selection boards and eligible under present regulations. 
Only 3 of this list of 718 are integrated officers and all are of depart- 
mental origin. Their placement on the rank-order lists is such, 
however, that if the presently estimated 400 actual promotions are 
made, the Department has informed the subcommittee that one of 
them who is in class 2 will not be promoted, another who is in class 6 
is almost certain to be promoted, while the third who is in class 5 
may or may not be. 

Again, to express this outcome in percentage, about 30 percent of 
the original group of old-line FSO’s, none of the staff and reserve 
officers, and less than half of 1 percent of the departmental officers 
surmounted all 3 hurdles in the Foreign Service promotion process. 

As indicated earlier, the Department’s position was that the lack 
of comparable records was the principal cause of the consistently 
low ranking accorded integrated officers. Moreover, while admitting 
the existence of inequities it was the Department's position that these 
were only temporary until enough years had passed to build up the 
files of the integrated officers to the point where they were comparable 
to those of present Foreign Service officers. 


SUBCOMMITTEE COMMENTS 


Several observations need to be made about the Department of 
State’s handling of this admittedly difficult problem. At the outset, 
the subcommittee finds itself in agreement with the underlying argu- 
ment made by the Department that the period of transition through 
which the Foreign Service is now going entails certain inevitable costs 
in the form of temporary inequities to individuals involved. What 
seems unjustified, however, is that one identifiable group of individ- 
Sener integrated officers—has been called upon to foot the entire 

Moreover, although the Department has given assurances that it 
will take all possible steps to mitigate the situation, there does not 
appear to be an awareness that the real problem is not one of reducing 
the cost but one of distributing it more equitably throughout the 
Foreign Service. 

According to the Department’s statements, there is no assurance that 
even though modified considerably this same situation will not obtain 
for 2, 3 or more years for the 509 officers who had been integrated by 
June 1, 1955. More importantly, there appears to be little certainty 
that each additional wave of integrated officers, scheduled to total 
about 2,000, will not be confronted with the same situation anew. 
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- If this is the pattern to be developed over the next several years 
until Foreign Service type files are built up on in ted officers, it 
would appear that pre-Wriston Foreign Service officers will have a 
corner on promotions while the recordkeeping is catching up with 
their integrated colleagues. 

The subcommittee is at a loss to understand how the Department 
can accept the consistently low rankings given to the integrated 
officers unless the Department assumes that as a group the integrated 
officers are generally mferior. The fact that they were so ranked and 
that the Department denies any intended assumption of inferiority 
should have led the Department, in the subcommittee’s judgment, 
to question whether the traditional promotion process is adequate 
for these years of transition. 

In justifying this process, the Department’s reliance upon the fact 
that the records available on departmental officers are not comparable 
to those of old-line Foreign Service officers is not particularly impres- 
sive. Reduced to its essential meaning, it is a frank acknowledgment 
that even after considerable departmental effort to equalize the 
records on all officers an actual basis for comparison did not exist, 
Yet the Department and the selection boards went ahead and estab- 
lished supposedly comparative rankings anyway. 

There is no escaping the fact that the Wriston program is both bold 
and radical in concept. To implement it fully will require similarly 
bold and radical measures, especially during the few years of transi- 
tion toward a stronger Foreign Service. The problems of these years 
are and will continue to be unique, and the Department should have 
the courage to find the unique solutions they demand. 

However sound the traditional promotion process may have been, 
or may still be, for pre-Wriston Foreign Service officers it must not 
become an inflexible mold into which the peculiar problems of. the 
integration program are made to fit. Temporarily separate treatment 
of integrated officers with a view to avoiding gross inequities, such as 
the present promotion results, should be considered. The Department 
should recognize that separate treatment is not the same thing as 
preferential treatment. iaihebd in the subcommittee’s judgment, it 
is the very fact that the Department tried to avoid separate treatment 
of the integrated officers that has led to results which cannot be viewed 
other than as preferential treatment for the old-line Foreign Service. 

Similarly noteworthy is the Department’s failure to question the 
actual results of the revised eligibility standards. The reduction of 
time in elass to 6 months for all classes except class 1 was not made 
because ‘the former regulations were either unjust or unwise for the 
pre-Wriston Foreign Service. The sole reason for the change was 
that continuation of the old rules would have placed the integrated 
officers at a severe disadvantage. Yet the revised rules actually 
increased the number of old-line Foreign Service officers who were 
eligible for promotion to a record 83 percent, while it set the number 
of eligible integrated officers at less than 10 percent. The unprec- 
edented percentage of old-line officers eligible for promotion under 
the revised rules constituted an increase of more than 20 percent 
over the previous year. Thus, while the revised rules did afford a 
modicum of eligibility.to the otherwise completely ineligible inte- 
grated officers, another effect of this effort to narrow the gap between 
the old and the new officers was in fact to widen it. 
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Under the circumstances so far as the integrated officers were con- 
cerned an element of futility was inherent in the whole promotion 
proceedings. Certainly with regard to the eligibility rules, the De- 
partment was in a position to predict the results before the selection 
boards convened, 

In making these observations, the subcommittee does not question 
the sincerity of either the Department or the selection boards. Never- 
theless, a consistent advantage to the pre-Wriston Foreign Service 
officers is discernible. It is difficult to see, for example, what addi- 
tional admonitions could have been included in the precepts given 
the Ninth Selection Boards to assure more equitable treatment of 
integrated officers. The language is plain and indicates a sincere 
attempt to be fair. Yet there is one recurrent note throughout these 
precepts which goes a long way toward explaining the results of the 
selection boards’ deliberations. At every juncture, the emphasis is 
on determining how well the integrated officer fits the traditional 
Foreign Service prototype, but none on how the Foreign Service 
officer of traditional background and experience fits the current con- 
cept of the Foreign Service. It is, in short, a matter of requiring 
that comparative ranking be given — and pears with the standards 
for apples alone being applied to both. 

If the Wriston Committee’s findings and recommendations are 
accepted, there is no reason to suppose that the traditional type of 
Foreign Service officer is any better fitted to fulfill the complex 
requirements of the present-day enlarged Foreign Service than a 
departmental officer who has been performing ably in a Foreign 
Service position in the Department. 

It seems to.have. been overlooked that the Wriston program has 
not been based on deficiencies discovered in the dépaFtMetital service. 
Nowhere does it appear that the Wriston Committee found the 1,500 
now-designated Foreign Service positions within the Department were 
being poorly filled by reason of the fact that the departmental incum- 
bents were not Foreign Service officers. In fact, the Wriston report 
painted quite the opposite picture when it stated that the overseas 
service was badly in need of the specialized abilities of these same 
departmental offieers. In this connection, it is perhaps not without 
significance that the Wriston Committee’s report which recommended 
this mass infusion of departmental officers bore. the title “Toward a 
Stronger Foreign Service.” 

The subcommittee’s judgment in this connection is in no sense a 
reflection on the abilities of the old-line Foreign Service officers. From 
the subcommittee’s acquaintance with them, there is little doubt that 
they are an able group. But, it must also be said that, within the 
subcommittee’s knowledge, the departmental officers are also an 
able group. The fact that backgrounds, experience, and administra- 
tive record-keeping for these two groups have been different does not 
make one superior to the other. ; 

When the difficult years of transition which implementation of the 
Wriston program involves have been completed, the subcommittee 
looks forward as does the Department to a Foreign Service in which 
there will be no distinctions in terms of point of origin, whether the 
officers entered laterally or from the bottom. It is to be presumed 
that at such a time officers who entered from the Department will 
have taken on some of the coloration of the old-line Foreign Service 
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officers and that the old-line Foreign Service officers will have taken 
on some of the coloration of the departmental officers. Each of the 
original groups will have learned something from the other. 
nfortunately, the operation of the promotion system as far as cur- 
rent results are concerned seems to imply that only the departmental 
up has something to learn. Essentially, this is a rejection of a 
Seadeuuatel tenet of the Wriston program. 

The subcommittee recommends that the Department take a fresh 
look at just what it is doing under the Wriston program and that it 
determine clearly whether or not it has actually accepted the basic 
premises of the Wriston program. In so doing, it might well ponder 
a statement made by the Beane Committee on Foreign Affairs in 
1946 and reiterated by the Wriston Committee in 1954: 

Any service which overdevelops self-sufficiency and evaluates its performance 
by criteria peculiar to itself belies its name. 

The committee should be advised by the Department concerning this 
determination at least 30 days prior to the convening of the next 
selection boards. 

The subcommittee further recommends that the Department 
frankly recognize the unusual situation of the integrated officers and 
devise new criteria for handling their eligibility and selection for 
promotions even if, temporarily, such criteria must be separate from 
that applied to the rest of the Foreign Service officers. 

The subcommittee also recommends that the Department give 
serious thought to the basis upon which officers are being integrated 
into the Foreign Service in the event that further experience indicates 
the consistently low ranking of integrated officers is actually a reflec- 
tion of their merit, 





VIEWS OF CLARE E. HOFFMAN 


Not having attended the hearings nor, because of other subcom- 
mittee duties, having had opportunity to read the record, I refrain 
from joining in this report. 


Crare E. Horrmay. 
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Houses or REPRESENTATIVES, 
Washington, D. C., March 15, 1956. 


Hon. Sam Raysurn 
Speaker of the House of Representatives, 
Washington, D.C. 
Dear Mr. Speaker: By direction of the Committee on Govern- 


ment Operations, I submit herewith the tenth intermediate report of 
its Subcommittee on Military Operations. 
Wuu14m L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


TENTH INTERMEDIATE REPORT 
SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On March 7, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee studying 
the Navy jet aircraft procurement program. 

After full consideration of the report as submitted by the subcom- 
mittee, apes motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The chair- 
man was directed to transmit a copy to the Speaker of the House. 


BASIS OF INQUIRY 


This report is based on investigation and hearings by the Military 
Operations Subcommittee concerning Navy procurement of the jet 
fighter aircraft known as the Demon. 

The Navy expended large sums of money over a period of some 8 
years for the development and production of jet engines, under con- 
tract with Westinghouse Electric Corp., to power the Demon fighter. 
~—. produced by Westinghouse in a Government-owned plant 
at 


ansas City, Mo., were accepted by the Navy and delivered as 
Government-furnished equipment to McDonnell Aircraft Corp., St. 
Louis Mo., to be installed in airframes manufactured by McDonnell. 

The Honorable Frank M. Karsten, Member of Congress from the 
First District in Missouri, brought to the attention of Committee 
Chairman Dawson reports that Demon fighters were sitting idle on 
the McDonnell ramps at St. Louis because the Navy regarded them 
as unsuitable for flying. Plane crashes had occurred and in several 
instances pilots were killed or injured. Faulty performance of the 
aircraft was attributed to lack of power in the Westinghouse engines 
to fly planes of this size and weight. (See hearings, pp. 1-2.) 

Upon receipt of Congressman Karsten’s letter, Chairman Dawson 
referred the matter to the Military Operations Subcommittee. The 
staff was directed by Subcommittee Chairman Holifield to make a 
preliminary inquiry, and Secretary of the Navy Charles S. Thomas 


1 
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was advised of the subcommittee’s interest. Staff conferences yere 
held with Navy officials and with representatives ‘of Westinghouse 
and McDonnell at their respective plants. A 

The purpose of the subcommittee inquiry, as announced by Chair- 
man Holifield on September 27, 1955, was to get an accurate record 
of the facts in the case and to assess the merit of reports that the air- 
craft were not fit for flying. If these reports were true, the subcom- 
mittee wanted to know who was responsible for the procurement of 
unserviceable aircraft and to determine what corrective measures 
could be taken to prevent a recurrence of such events. 


HEARINGS HELD 


In view of apparently conflicting statements made by Navy and 
Westinghouse spokesmen and incomplete or inaccurate information 
reported in the press, the subcommittee decided that public hearings 
would be helpful to all concerned. 

Public hearings were held October 24 through 27, 1955. Con- 
fronted with the fact that a great deal of documentary material was 
classified by the Navy as confidential, the subcommittee found it nec- 
essary to hold several executive sessions for briefing tg? omg and in 
order to determine more precisely what information the Navy desired 
to withhold from the public for security reasons. This course of 
action, the subcommittee believes, rid oa the Navy to more readily 
remove the stamp of secrecy from information which should be known 
to the Congress and the American people. 

Nevertheless, a large amount of data still is classified by the Navy 
and therefore must be withheld from this report. The subcommittee 
has endeavored to make the narrative of the report as complete as 
possible within the limits set by Navy security requirements and the 
subcommittee’s own time and resources, 

To review even this one segment of the Nation’s military aircraft 
program required examination of an enormous mass of technical docu- 
ments and papers accumulated over a stretch of years. Understand- 
ably, the Navy officials and industry witnesses were not always sure 
themselves of facts and figures and the exact sequences of complex 
events dating back to 1947. The subcommittee wishes to express its 
appreciation for the helpful and cooperative attitude displayed by the 
Navy personnel and industry representatives who participated in this 
inquiry. 

To conserve time in getting certain background material into the 
record, Chairman Holifield requested James F. Eckhart and Earl 
Morgan of the subcommittee staff to present sworn testimony based 
on their prior investigations. Thereafter the subcommittee went into 
executive session with Navy officials and then reopened the hearings to 
the press and the public. Before concluding the open hearings, the 
subcommittee held another executive session. The following wit- 
nesses were at the hearings: 


Department of the Navy: 
Raymond H. Fogler, Assistant Secretary of the Navy (Material) 


Rear Adm. James 8S. Russell, Chief, Bureau of Aeronautics 


Rear Adm. G. W. Beardsley, Assistant Chief, Bureau of Aeronautics, Pro- 
curement 


Rear Adm. R. B. Dixon, Assistant Chief, Bureau of Aeronautics, Plans and 
Programs 
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Capt. H. T. Dietrich, Acting Chief, Plans Coordination Division, Bureau 
of Aeronautics 


Capt. C. Parke Sager, Bureau of Aeronautics Representative, St. Louis 


Capt. C. H. 8S. Murphy, former Bureau of Aeronautics representative, St. 
Louis. - 

Capt. A. M. Blamphin, Bureau of Aeronautics representative, Kansas City 

Capt. Charles E. Smith, former. Bureau of Aeronautics representative, 
Kansas City 

Comdr. R. B. Woodhull, Assistant Director, Power Plant Division, Bureau 
of Aeronautics 


Lt. Col. J. F. Bolt, project officer, F3H, Fighter Design Branch, Aircraft 
Division, Bureau of Aeronautics 
Lt. Comdr. Nicholas J. Smith, Navy test pilot 


W. N. Crickenberger, Termination Section, Contracts Division, Bureau of 
Aeronautics 


Frederick Sass, counsel, Bureau of Aeronautics 
McDonnell Aircraft Corp.: 

James 8. McDonnell, president 

Rear Adm. Lloyd Harrison (retired), vice president, procurement, formerly 

Deputy and Assistant Chief, Bureau of Aeronautics 

J. F. Aldridge, vice president, sales and service 

D. P. Murray, manager of contracts 

R. J. Baidwin, chief systems engineer 

H. Earle Moore, quality-control manager 

Robert ©. Little, chief test pilot 

Chester Braun, test pilot 
Westinghouse Electric Corp.: 


W. Waits Smith, division manager, aviation gas turbine division 
R. L. Wells, administrative assistant 

John L. Howland, assistant general counsel 

Russell Mathias, project engineer on the J40 engine 


PLANE ACCIDENTS 


From the outset the subcommittee was concerned with the human 
factor—the loss of life or the injuries to pilots engaged in test flights 
of the Demon fighter. Recognizing that the test pilot’s occupation is 
inevitably hazardous, still the subcommittee wanted to know whether 
these men were exposed to unusual and unnecessary hazards due to 
manufacture of defective aircraft or components. 

The staff investigators had reported that morale among McDonnell 
test pilots was severely affected by the frequency of accidents. There 
was increasing reluctance to fly the aircraft in the belief that the 
Westinghouse engines made them underpowered and unreliable. (See 
hearings, pp. 10-11.) The Navy resolved this problem by stopping 
flight operations of all Demon fighters with Westin house engines 
on July 7, 1955, just after a McDonnell pilot was killed in a crash 
which also destroyed the airplane. Previously the planes had been 
grounded by both the Navy and McDonnell for varying periods, 

The Navy submitted for the record a complete list of airplane acci- 
dents involving the Demon fighter. This accident report shows 11 
crashes between August 1952 and October 1955, resulting in death to 
4 pilots (1 aad and 3 McDonnell) and total loss of 9 aircraft. (See 
hearings, p. 267.) 

Not all the aircraft involved in these accidents had Westinghouse 
engines. Three were powered with Allison engines produced by Gen- 
eral Motors Corp. Two of the latter crashed on October 6, 1955, while 
the subcommittee investigation was under way. One was destroyed in 
a midair collision of Navy pilots over the Eastern Shore of Maryland; 
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the other crashed and burned in Iowa, flying unattended for several 
hundred miles after the McDonnell pilot bailed out. The pilots in 
these latest crashes suffered no serious injury, but the McDonnell pilot 
who flew an Allison-powered Demon on February 23, 1955, was killed 
in the crash. : 

Of the 8 accidents with aircraft using Westinghouse engines, 2 oc- 
curred in the testing of experimental aircraft models (XF3H-1) ; the 
other 6 involved production planes (F3H-1N), with 3 pilot fatalities 
and 5 planes destroyed. ‘ 

The Navy, Westinghouse, and McDonnell were not wholly in agree 
ment as to the causes of the crashes. For example, the Navy and West- 
inghouse differed on the cause of the crash of March 18, 1954, during 
the Navy preliminary evaluation test of the F3H-1N airplane. Chair- 
man Holifield read into the record a dramatic account of this accident 
based on a transcription of radio talks in flight between Lt. Comdr. 
Nicholas J. Smith, the Navy test pilot, and R. C. Little, chief test pilot 
for McDonnell, who followed in a “chase” plane (hearings, pp. 107- 
109). Commander Smith bailed out safely; his plane broke apart in 
midair and crashed to destruction. These two test pilots were present 
at the subcommittee hearings. 

Mr. Little qualified an earlier observation, as reported by the staff, 
that McDonnell test pilots would have refused to continue flying planes 
with Westinghouse engines; he made it plain, however, that they 
preferred to fly planes with other engines. (See hearings, p. 288.) 

mmander Smith expressed the belief, based on considerable flying 
experience, that the Westinghouse-powered plane had caused more 
failures and loss of life than any other jet, though he acknowledged 
that he had made no comparative statistical evaluation. (See hearings, 
pp. 109-111.) 

Admiral Russell testified that in 3 accidents the Westinghouse pro- 
duction engine (J40-22) could be blamed directly or was seriously 
suspected as the cause; and that in another accident this engine was a 
factor. In these 4 accidents, 2 pilots were killed and 3 aircraft de- 
stroyed. (See hearings, p. 29.) A full discussion of the accidents, 
according to Admiral Russell, could not be had in open hearings. 
(See hearings, p. 224.) 

W. W. Smith, speaking for Westinghouse, said— 


* * * T would like to strongly emphasize that Westinghouse records show no 
instance in which a crash resulting in injury or death of a pilot could be directly 
attributed to the failure of the J40 [Westinghouse] engine. (See hearings, 


p. 212.) 
He maintained that it was impossible to determine positively what 
happened in these accidents. To his knowledge, “a complete and final 
opinion of the crashes” never had been supplied to Westinghouse by 
the Navy. His evaluation of the accidents differed from the Navy’s, 
mer oT some of them as “quite minor.” (See hearings, pp. 
The Westinghouse spokesman pointed out, moreover, that most 
of the crashes or accidents occurred in planes of heavier weight than 
those originally designed for the Westinghouse engines. (See hear- 
ings, p. 229.) To understand the significance of this factor in assess- 


ing responsibilities for failures in performance requires a discussion 


of the whole development and production program of the Demon 
fighter. 
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DEVELOPMENT OF WESTINGHOUSE JET ENGINE (J40) 


Westinghouse is one of the five pri airplane engine builders in 
the United States. During World’ War it the Navy and the Air Force 
divided these primary manufacturers between them, the Navy taking 
cognizance over Westinghouse and Pratt & Whitney, and the Air 
Force taking cognizance over the Allison division of General Motors, 
General Electric, and Curtiss-Wright. Even-numbered symbols, such 
as J40, refer to engines developed for the Navy ; odd-numbered sym- 
bols, such as J71, refer to engines developed for the Air Force. (See 
hearings, p: 65.) ; 

Admiral Russell testified that in 1947 the Navy asked Westinghouse 
to develop a jet engine, which was designated the J40. Actually 
J40 was a class name for a whole family, or rather two families, of 
- ine designs of varying performance specifications, as we shall note 

ow. 

According to Admiral Russell, Westinghouse was selected because 
it offered to develop an engine with greater thrust or power than 
that pro by any other concern, and in a shorter time and at less 
cost. (See hearings, pp. 27, 32.) A development contract for the 
J40 was signed with Westinghouse on June 30, 1947, the last day of 
the fiscal year. 

This authorization of 8 years ago, in Admiral Russell’s view, was 
“a most significant step forward in the technological field of turbo- 
jet development since other engines in this thrust class were not started 
until 18 months later.” (See hearings, p. 28.) Of course, if another 
company had been awarded the contract to develop, with Government 
funds and facilities, a new higher powered engine, Admiral Russell’s 
remark would have been equally applicable to it. As events de- 
veloped, the Westinghouse contract was hardly a “significant step for- 
ward,” since Westinghouse was overtaken and bested by others. Its 
rosy promises, in the harsh light of subsequent performance, turned 
out te be rather dismal failures. 

Navy witnesses laid great stress on the fact that in 1947 Westing- 
house had a record of pioneering success in the jet engine field. Wri 
miral Russell pointed to its early and outstanding achievement in de- 
signing and developing the axial-flow turbojet engine, now used in all 
high performance 2 lgieglsameate (See hearings, p. 27.) And 
Secretary Fogler stated: 


In 1947, at the time the developmental contract with Westinghouse was made, 
the action was completely logical and objective on the basis of the capability 
previously demonstrated by Westinghouse. (See hearings, p. 26.) 

The Westinghouse spokesman presented to the subcommittee the 
highlights of this earlier record of capability (see hearings, pp. 209- 
210), which are summarized as follows: 

With a background of considerable experience in steam turbine 
design, Westinghouse was requested by the Navy in December 1941 
to develop a turbojet engine for Naval aircraft. Working without 
knowledge of British progress in the jet field, Westinghouse designed 
and built the first American turbojet, called the 19A Yankee. Its 
streamlined axial-flow design was superior to the bulkier British 

ine which utilized the centrifugal-flow compressor. 
n improved version of the Westinghouse turbojet engine, the 19B, 
powered the twin-engine Phantom aircraft built by McDonnell, said 
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to be the first all-jet plane'to operate successfully from a United States 
aircraft.carrier. A further advance led to the J30 engine, the first 
turbojet to pass the Army-Navy 150-hour qualification test. In De- 
cember 1946, J30’s were ordered in’ quantity production. Westing- 
house made half of the 260 engines produced and delivered, which 
lasted 814 years in service operation. “ 

In the meantime, in June 1944 Westinghouse obtained a contract 
to develop the J34. The production model of this engine qualified in 
October 1947, and became the powerplant for the famous McDonnell 
Banshee (FoH). Westinghouse built some 4,500 of the J34 engines, 
of which 3,700 are still active. A second manufacturer produced a 
small number. The twin-engine Banshee was used extensively in the 
Korean conflict and performed ably in combat. These achievements 
were made while jet planes were still in a pioneering stage of de- 
velopment. 

Against this backdrop of successful experience, both Westinghouse 
and the Navy believed that they could expect equally successful 
results when the development of a new and more powerful jet engine, 
the J40, was begun. 

In the course of J40 research and development, financed by the Navy 
at an estimated cost of $27 million, Westinghouse designed two families 
of engines, 1 of lower and 1 of higher thrust rating. aber exact thrust 
ratings and other performance specifications are classified.) Each 
member of a family is dlautgsintelt | by a dash number following the 
symbol J40.7 ree ety | some early versions of the J40, for pur- 
poses of this report the following may be noted: In the lower thrust 
rating, —6, -8, -22, and -22A; in the higher thrust rating, -10, -12, -24, 
and -26. The ratings in both the lower and higher thrust classes, at 
the outset, exceeded those of any other jet engine in America, 

According to Mr. Smith of Westinghouse, the —6, —-8, -22, and -22A, 
the lower group, were all of the same configuration and, with the excep- 
tion of the -6, which had no afterburner,’ were of the same thrust rating 
and general specifications. They differed only in accessories, such as 
generators, fuel controls, ete. (See yom p. 211.) The -6, and 
the -8 were flown in experimental models of the Demon fighter 
(XF8H-1), and the -22 and -22A were practically identical produc- 
tion engines delivered for use in the Demon (F3H-1N). In subsequent 
discussion, the -22 and the -22A will be referred to simply as the -22. 

The J40-10 and other engines comprising the higher thrust group 
were, according to Westinghouse testimony, “completely different” 
from those in the lower thrust group. They were of the same frame 
size but differed in turbines and compressors. (See hearings, p. 211.) 
A Navy witness informed the subcommittee that the -10 had started 
out as a “dry” engine of somewhat lower thrust, but was shortly re- 
vised into an afterburning engine of higher thrust. He described 
the -12 as a nonafterburning version of the -10, and the -24 as a 
pet ae nth version of the -10. (See hearings, p. 53.) No engine 
in the higher thrust group ever materialized into production. In 
subsequent discussion, the -10 engine is most trequesit}y mentioned as 
representative of the higher thrust group. 


‘ae wor fonventence, the en nf bn raed o- Bag eo for bene mt mag > eliminated, 
ou appears frequently in the context o: r ; for exam 0—-WE-6. 
by The afterburner is a device for securing additional theust oF power. a 
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DEVELOPMENT OF NAVY JET INTERCEPTOR (XF3H-1) 


In the late fall of 1948, after some 16 or 17 months of initial develop- 
ment work on the J40, Westinghouse received contract authorization 
to proceed with the development of the -8 and -10 engines. By 
December of that year, according to Admiral Russell, Westinghouse 
had gone far enough “to offer firm a SE RCE on their product,” 
(See hearings, p. 28.) By “product” he meant an engine still under- 

oing development and not an engine ready for production. (See 
earings, p. 37.) _Westinghouse promised delivery of the -8 in ap- 
proximately 20 months and of the -10 in approximately 30 months. 
(See hearings, p. 28.) The development contract for the afterburn- 
ing version of the -10 actually was not made until December of 1949. 
vavy sponsorship of the J40 development program initially was 
remised on use of the engine in an interceptor. ith this pu 
in mind, and relying on Westinghouse’s “firm specifications,” the 
Navy held a design competition in the aircraft industry shortly after 
December 1948 for an all-weather interceptor, described by Admiral 
Russell as “an aircraft of limited fuel and combat radius, with em- 
phasis placed on very high performance for short periods of flight.” 
(See hearings, p. 28. 

The Bureau of Aeronautics, in such cases, issues a list of engines 
which the competing contractors may utilize in their design proposals. 
McDonnell, the successful producer of the’ Banshee, was the winner 
of the competition. According to Admiral Russell, McDonnell 
“elected” to use the J40 engine, (See hearings, p. 28.) The presi- 
dent of that company, R. J. McDonnell, for his part, stated that there 
was little, if any, freedom of choice. The J 40, in his judgment, was 
the only engine on the Navy list with which a manufacturer could win 


the ya pawn since no other engine then in prospect could give the 
ui rformance. (See hearings, pp. 146, 147, 149.) 
fr. McDonnell testified that the lack o had ciety competition in 


engines for the interceptor was “a matter of concern” to his company. 
He would have preferred at least two engines of comparable perform- 
ance from which to make a selection. However, his company was 
encouraged by Westinghouse’s record in the past. McDonnell 
at that time had more Westinghouse engines than any other 
airplane manufacturer in the world. (See hearings, pp. 146-147.) 
dmiral Russell did not believe that McDonnell’s choice was limited 
to the Werrtanrer J40 engine, even though the Na gs down the 
specifications for performance, (See hearings, p. 40.) e cited the 
following engines as possibilities: 2 versions of the Allison J33 (-27 
and —29), 2 versions of the Westinghouse J40 (-6 and -8), the West- 
inghouse J46-2, the General Electric J47-H, and the Pratt-Whitney 
J48-2. Commander Woodhull testified that 7 companies were entered 
in the design competition for the interceptor, submitting 11 designs in 
all. Six designs were predicated on the J40. None of the designs 
considered the heavier centrifugal-type engine, derived from the 
eT) sn and used in the J33 and 48. (See hearings, 
pp. 151-15 
Despite Admiral Russell’s array of engine possibilities, the subcom- 
mittee doubts that much consideration was given to alternatives to the 
J40 in the interceptor-design competition. The J33 and the J48 were 
ruled out by all bidders, The J46 and J47 were much smaller engines 
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than the J40. All of the engine designs ex the J40, as Com- 
mander Woodhull acknowledged and as Mr. McDonnell emphasized, 
lacked the high performance possibilities which the Navy sought for 
its interceptor and for which it entertained such high hopes in 
promoting the J40 development. (See eee . 149, 151.) 

By citing engine designs in addition to the the Navy tried to 
show that the bidders in the interceptor-design competition had a 
choice of engines. At the same time it pointed to the superior charac- 
teristics of the J40 in justification for its contract with Westing- 
house. Thus Admiral Russell noted that two Navy contractors in 
addition to McDonnell had “selected” the J40: These were Douglas, 
building an experimental interceptor fighter (XF4D-1) and a heavy 
attack plane 3D-1), and Grumman, building an experimental 

eneral purpose fighter (XF10F) designed to have all-weather capa- 
ility. {See hearings, D- 28.) 

Eventually none of these planes, except the Demon bem eal to 
a limited extent, used the 340 engine in production. e Dovglas 
F3D and A3D used the Pratt-Whitney 57; the Grumman F10F 
was discontinued altogether ; and finally the McDonnell F3H switched 
to the Allison J71 in its 61st production aircraft. 

As the winner of the design competition for the short-range inter- 
ceptor, McDonnell had been awarded a letter contract in September 
1949 for 2 experimental aircraft (XF3H-1) to be powered with the 
J40-8 engine. The weight of this aircraft was in the order of 22,000 
pounds, It was.designed and built.around the.—8 engine, representing 
the lower thrust group of J40 engines. (See hearings, pp. 40, 48.) 

In March 1951 the lower thrust -6 engine (without afterburner) 
had passed its flight rating test, and the -8 was only 3 or 4 months 
behind schedule. The XF3H-1 made its initial flight in August 1951 
with the -6 engine. Admiral Russell described the XF3H-1 air- 
frame as “excellent” and showing “excellent flight characteristics as 
it went through the sound barrier.” (See hearings, p. 28.) Mr. 
McDonnell testified that “early troubles encountered with the engine 
were not considered to be seriously out of line,” and that early tests 
of the XF3H-1 “indicated that it was a generally satisfactory design 
quite responsive to operational objectives of the short-range inter- 
a design competition.” (See hearings, p. 148.) 

n the first year of flight operations the XsH-i made 100 flights 
with the J40—6 and -8 engines. Mr, Smith, of Westinghouse, .cited 
this fact to dispel any notton that aircraft using Westinghouse en- 
gines were incapable of flight. He noted that these flights were made 
in aircraft weighing 22,000 pounds. (See hearings, p. 211.) 


CHANGE IN NAVY PLANE MISSION (F3H-1N) 


Toward the beginning of 1951, at least 7 or 8 months before the 
XF3H-1 was ready to fly, the Navy began to reexamine its objective 
of using this plane for a short-range interceptor. According to Ad- 
miral Russell, the Douglas F4D showed promise of becoming a better 
interceptor than the McDonnell F3H, while the Grumman F10F 
development was lagging so badly that it a red unlikely to meet 
the immediate need for a general purpose alt-webthor fighter. This 
reappraisal indicated that the basic F8H airframe could be modified 
to carry additional fuel and equipment and meet the general purpose 
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requirement, Pope nm an engine of higher thrust were available. 
Accordingly, the Navy began to consider seriously the J40~-10 for this 

urpose, although Westinghouse had promised to deliver it somewhat 
foun than the lower thrust -8 engine. (See hearings, p. 28.) 

By then the -10 engine development had been under contract with 
Westinghouse for more than 2 years without any prior Navy plans 
for a fighter aircraft designed around the more powerful engine. (See 
hearings, p. 53.) Westinghouse likewise een had no idea that 
the 16) was headed for a change if aircraft mission. (See hearings, 

. 216. 

mi In January 1951, about 6 months after the start of the Korean con- 
flict, the Navy decided to modify the design of the F3H aircraft from 
a short-range interceptor to a medium-range general purpose all- 
weather fighter (F3H-1N) and to order it in production quantities, 
together with the -10 engine. Development of this higher thrust 
ae despite some earlier delays, was considered to be progressing 
normally at that time. (See wasp +P 28.) 

The change in mission of the F3H aircraft increased its weight 
eta from 22,000 to 29,000 pounds. Mr. McDonnell testi- 
fied that the plane had to be— 


substantially, 100 percent redesigned, primarily to carry much more fuel and 
additional firepower and a new gunfire control system for all-weather operations. 
The wing size was about the same, but the fuselage was larger and the 
weight yg HC ineveased. (See hearings,.p. 148.) At another 
point Mr. McDonnell testified : 

Although the two airplanes to the casual eye would look more or less alike, 


there was hardly a piece of the individual part manufacture but what took a new 
drawing for the ship. (See hearings, p. 188.) 


PRODUCTION ORDERS FOR F3H-1N AIRPLANES AND ENGINES 


In March 1951 McDonnell received a production order for 150 of 
the redesigned aircraft (F3H-iN). The same month a second source 
contract for 100 aircraft was let to Goodyear Aircraft Corp. through 
licensing agreement with McDonnell. However, Goodyear’s excur- 
sion into this phase of heavier-than-air production was short lived; 
the Navy decided it had better use for Goodyear in the lighter-than-air 
field and canceled the contract for 100 planes in March 1952, awardin 
it instead to"Femeo Airera ft The Temco contract was in 
from 100 to 160 planes in September 1952, and the McDonnell contract 
from 150 to 340 planes at the same time. The McDonnell contract was 
inereased again by 28 planes in December 1952, and by 160 in June 
1953, making a total of 528 on order with McDonnell. 

Concurrent with the initial airframe contracts for the F3H-1N in 
March 1951, the Navy let a contract to the Ford Motor Co. for the 
oot of 200 J40-10 engines (later chaged to -22 engines) under 

icense from Westinghouse. In December 1952 the Ford contract 
was amended by adding orders for 193 -22 engines, 273 -24 engines 
and 142 -26 engines, making a total of 808 J40 engines to be bi 
by Ford. Deliveries under the amended contract were scheduled for 
mid-1954 and early 1955. A Navy press release dated January 16, 
1953 announced that the Ford Motor Co. had been authorized to 
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build a $50 million Government plant at Romulus, Mich., for produc- 
ing J40‘engines, after which the plant would be. placed in the Navy’s 
industrial reserve. 

Westinghouse engine contracts date back to early 1949, when 
limited quantities of -6 and —8 engines igreeqaspaon models of the 
~22 engine) were ordered. Some 60 or 70 of these engines were on 
order by early 1951. In May of that year Westinghouse received a 

roduction order under one basic contract for 50 -22A engines, and 
in July for 95 -22 engines. Under another basic contract, Westing- 
house received production orders in July 1951 for 131 additional -22 
engines, 170 -12 engines, and 679 —10 engines. ‘The latter order sub- 
sequently was redesignated as 201 -22 engines, 146 -24 engines, and 
332 -26 engines, and another 240 -26 engines were added in December 
1952. Altogether, more than 1,200 engines were on contract with 
Westinghouse. 

Because of the numerous amendments to the Westinghouse con- 
tracts, which added or withdrew quantities of engines from time to 
time, it is difficult to get a clear picture of.the J40 engines on contract 
at any given time. However, Admiral Beardsley testified that a peak 
of 2,000 J40 engines of all types was on order with Westinghouse 
and Ford by December 1952. (See hearings, p. 275.) Although the 
more powerful —10 engine was specified for the F3H-1N, as many as 
870 of the lower thrust -22 engines were on order at the peak. 


FAILURE TO PRODUCE J40-10 ENGINES 


In July 1951, about 4 months after Ford had received a contract to 
produce —10 engines, and just as Westinghouse was receiving its first 
production order for the same engines, McDonnell expressed concern 
to the Navy that these engines would not be delivered on time to meet 
its airframe delivery schedules. McDonnell noted that first delivery 
of the -10 engines currently was planned for January 1953, whereas 
McDonnell required them in October 1952 to maintain its scheduled 
deliveries of production airplanes. Even to meet the January 1953 
delivery date, Westinghouse, according to McDonnell, would have 
to complete the development of the -10 engine in about two-thirds 
of the time apparently required for the -8 engine. 

Therefore, McDonnell believed, some other engine would have to 
be provided. It surveyed the field and recommended that the Navy 
make efforts to procure a modified version of the General Electric 
J47 as a second-source engine for the Demon and other lines of air- 
craft. Mr. McDonnell stated to the subcommittee that in making 
this request for an alternate engine he sought “insurance for such a 
big program.” (See hearings, p. 155.) 

nes August 1951 the Navy began to register dissatisfaction with 
340-10 development progress although production contracts already 
were let. By late summer, according to Admiral Russell, the -10 
engine development had run into “serious difficulty.” (See hearings, 
p. 28.) In the ensuing. months Navy officials discussed various al- 
ternatives to the J40-10 for the F3H and other aircraft programs. 

At the end of October 1951, the Navy authorized McDonnell to 
install -22 engines in the first 12 ved Fare advising McDonnell that 
the -10 engines would not be availabie in time to meet initial produc- 
tion deliveries. 
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McDonnell regarded this interim installation as se. despite 
a 20-percent loss in thrust, considering that it involved only 12 air- 
poor Piggy probably could be refitted with the -10 engine when 
available. 

Bureau of Aeronautics documents indicate that by March 1952 both 

the Navy and McDonnell realized that production of the —10 engine 
was not in the offing. A conference held in that month at the Westing- 
house Gas Turbine Division in Philadelphia, attended by representa- 
tives of the Bureau of Aeronautics, Westinghouse, McDonnell, Grum- 
man and Douglas, served to enforce this realization. Shortly there- 
after, McDonnell stopped preparatory work for the installation of -10 
engines and requ permission to instal] -22’s in all 150 aircraft then 
on contract. In a letter to the Navy dated April 25, 1952, McDonnell 
made this observation. (See hearings, p. 156.) 
The loss in performance resulting from this substitution wil! seriously limit the 
combat effectiveness of the airplane and result in a disappointingly underpowered 
combination in comparison to the performance potential of the airplane. For 
this reason, the contractor has again studied the possibility of installing alternate 
engines in hopes that an early production effectivity can be established which 
will more nearly realize the airplane performance potential. 

The McDonnell company made it clear, in this regard, that selection 
of an engine alternative to the J40-10 would not reduce the number 
of aircraft to be delivered with -22 engines installed. It suggested 
that maximum effort be made to get calresy of the -10’s, at which time 
they could be retroactively fitted into the planes having -22’s. In that 


way, performance specifications for the aircraft would be observed. 
ed at the subcommittee vais. what use could have been made 


of 150 airplanes with lesser nor 22 engines in the event the -10 
engine were never delivered, Mr. McDonnell replied, “We are not suf- 
ficiently psychic to foresee the future.” He would have left it to the 
Navy to determine what purpose could be served by the underpowered 
aircraft. (See hearings, p. 158.) 

Mr. McDonnell was no more inclined to project his thought back- 
ward in 1955 than to project it forward in 1952. Although the April 
1952 letter emphasized that the aircraft with -22 engines would 
“seriously limit combat effectiveness * * * and result in a disap- 
pomting y underpowered combination,” at the hearings Mr. Me- 

refused to answer precisely whether he knew from the start 
that the -22 engine was inadequate to the mission of the airplane. 
“Three years later,” he said, “I just can’t figure exactly what was in 
our minds at the time.” (See hearings, p. 169.) He added: “As you 
can plainly see, this kind of a cannot appropriately be 
pa ge from mind to mind purely by words.” (See hearings, 

173. 
per yon Mr. McDonnell said, in characterizing this line of interroga- 
tion: “You are getting into matters-of-mind stuff, when did we lose 
confidence and when did we have confidence.” (See hearings, p. 173). 
The subcommittee wishes to observe at this point that it merely was 
trying to determine whether the McDonnell company shared in the 
responsibility for producing an airplane later regarded as unsuitable 
for flying when it knowingly accepted production quantities of an 
engine that fell below iatormente specifications. 


90020°—57 _H. Rept., 84-2, vol. 9——5 
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SHIFT TO F3H-2N AIRCRAFT WITH J71 ENGINE 


The McDonnell letter of April 1952 centered upon the Allison J71 
as the proposed alternative to the Westinghouse J40-10. It recom- 
restore that the Navy arrange with Allison for the production of a 
J71 engine modified somewhat to conform to the J40 design and 
ering signtly better than specification performance. The letter 
concluded : 


The procurement of the J71 modified engine will also assure that the Navy and 
the contractor will enjoy the position of having a production line of airplanes 
which do not depend upon the performance of any single manufacturer. 

The Bureau of Aeronautics representative (BAR) stationed at 
the McDonnell plant concurred with the McDonnell recommendations. 

In June 1952, when the Bureau of Aeronautics acknowledged the 
McDonnell letter of April 25, the Navy was not yet convinced that 
an alternative engine for the J40—10 was feasible. According to Mr. 
Aldridge, speaking for McDonnell (see hearings, p. 165), the Navy 
advised the contractor— 
that the prohibitive cost of instituting a brandnew engine program overrode 
the other considerations and basically the Navy was going to stick to the pro- 
gram of getting as few airplanes as possible with a derated engine and retrofit 
them when a fully rated engine was available. 

The subcommittee is informed that the Bureau of Aeronautics 
agreed with McDonnell in June 1952 that no suitable alternative 
engine was available to reduce the number of F3H-1N aircraft to be 
delivered with J40-22 engines. As to the merits of a Leap emir | pro- 
gram to provide these planes later with -10 engines, the Bureau 


believed that this had to be weighed against the cost of such a program. 


Admiral Russell testified that in 1952 the two possible alternatives 
to the J40-10 were the Allison J71 and the Pratt-Whitney J57, both 
of which had been under development subsequent to the J40. Utili- 
zation of either, he said, would have required major modifications to 
the airframe or engine. To complicate the matter, the Air Force 
had prior commitments for these engines which Allison and Pratt & 
Whitney had to satisfy. Having gambled on the Westinghouse 
J40-10 and lost, the Navy had to wait its turn for a new try. (See 
hearings, p. 56.) 

By November 1952 the Air Force had canceled most of its require- 
ments for the J71 engine and the Navy was brought around. to the 
McDonnell position on its use as an alternative engine for the J40-10. 
(See hearings, p. 165.) Though the J71 was still a “paper engine.” 
it was considered more promising than the J57 in terms of availability, 
cost, and required airframe redesign. After an experimental version 
of the J71 passed its flight rating test late in 1952, a Navy configura- 
tion of the engine was ordered through the Air Force for use in the 
Demon aircraft program, now to designated F3H-2N. (See 
hearings, pp. 29, 56, 58.) 

The question then arose: At what point in the aircraft production 
process should the J71 be installed? A proven production model of 
the J71 was still many months in the future. It had “grave uncer- 
tainties,” as Admiral Russell testified. (See hearings, p. 275.) The 
Westinghouse -10 engine was not more visible on the horizon than 
heretofore. Several thousand Westinghouse engines of higher and 
lower thrust were on order, but so far only a trickle of preproduction 
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-6 and -8 engines had been delivered. “McDonnell airframes were 
moving along the production line and in need of engines. Douglas, 
too, faced the prospect of building F4D airframes without engines 
because of Westinghouse delays. ‘ 

Several times the Navy had set back aircraft delivery schedules for 
lack of engines. In April 1953 McDonnell was authorized by the 
Bureau of Aeronautics to install sense el estinghouse —22 en- 
gines in 130 aircraft. Yet 3 months later, McDonnell was directed to 
install Allison J71-A-2 engines in the 61st and subsequent aircraft. 

Admiral Russell testified that when the Navy first decided to con- 
vert to the J71, McDonnell had 15 fuselages assembled on the — 
duction line, with others following in various stages of assembly. 
Rather than direct McDonnell to refabricate these fuselages to ac- 
commodate the J71, the Navy decided that the new engine should be 
installed at the point where continuous production would not be in- 
terrupted. This “effectivity point” was established at the 61st air- 
craft. (See hearings, p. 29. 
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CONTINUANCE OF WESTINGHOUSE J40 ENGINE PROGRAM 


The Navy decision to convert to the J71 dates back to November 
1952. Conceivably the Navy then could have canceled out promptly 
Westinghouse and Ford J40 engine contracts, which wit not yet 
materialized in production, and could have cut back the airframe 
contracts with McDonnell and Temeo in adjustment with expected 

roduction schedules of the J71. Also, conceivably the McDonnell 

uselages already on the production line could have been prepared 
for backfitting with the new engine. 

The Navy was not prepared, however, to take those steps. It was 
caught in timing between the Westinghouse J40-10 engine, which had 
failed to appear after several years of development work, and the 
Allison J71 engine, which was still, as Admiral Russell termed it, a 
“paper engine.” “Here again,” Admiral Russell said of that dilemma 
“we are in the same box which we got into with the J40.” Unsure of 
both engines, he wanted each as insurance for the other. (See hear- 
ings, pp. 56, 60.) 

And for a year after the J71 came into the picture, the Navy kept 
hoping that its hopes of the Westinghouse -10 engine would come 
true. Alluring possibilities were held forth. “Look what we had 
to gain,” Admiral Russell exclaimed, “we had the most outstanding 
turbojet engine ever to be right in our grasp there.” ee herrings, 
p- 75.) The fact that it eluded the Navy’s grasp he chalked up to the 

hazard you take if you are going to have first-line aircraft that are 
the best in the world.” (See hearings, p. 68.) 

The Korean crisis, Admiral Russell maintained, justified the Navy 
taking these risks. Planes were being shot out of the skies. “The 
need for a high-performance all-weather fighter was a matter of vital 
urgency, and all possible measures were considered justified in fur- 
nishing such aircraft to the fleet.” (See hearings, p. 29.) Although no 
Demon fighters ever were produced in time for Korean combat, Ad- 
miral Russell said the Navy fully believed when it ordered F3H air- 
frames and J40 engines in the spring of 1951 that it would have a 
combat plane for Korea; otherwise this program would not have been 
started. (See hearings, p. 55.) At ri point he observed : “Here 
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we were in Korea and the J40 engine if it had come through would have 
been  worldbeater.” (See hearings, p. 68.) 

The validity of these observations depends in of course, on 
how long the Navy expected the Korean war to last. The bulk of J40 
engines on contract with the Ford Motor Co. was ordered as late as 
December 1952, with delivery schedules exten into 1955. Given 
the necessary lead time, the first of the McDonnell F3H-1N airframes, 
ordered in the spring of 1951, were not expected to be ready until 
September 1953, with monthly deliveries extending until September 
1954 (later extended another year or more because of e delays). 
A second contract with McDonnell, for more than twice the number of 
aircraft in the first contract, was placed in September 1952, with initial 
deliveries to be we a: possibly 114 years later. And in June 1952, 
2 years after the Korean war had started, the Navy was still authoriz- 
ing additional development work on the Westinghouse -10 engine 
which was supposed to go into the aircraft and become a “worldbeater.” 

Since the J40-10 engine, marked for such eminent achievement, never 
came through, the question remains: Why did the Navy order so 
large a number of lesser-powered J40-22 engines, designed for a 
lighter weight plane? Almost 900 of these engines were on order, as 
noted above, by the end of 1952. Explanations of Navy witnesses fol- 
low three lines: (1) Engines were needed for the airframes under pro- 
duction; (2) the -22 engines, while rated below desired performance 

ifications, were believed to be usable, and in emergency could be 
} sae into combat; and (3) these engines could be used in the 
F3H-1N aircraft for preparatory testing and training purposes in 
facilitating the fleet use of the F3H-2N aircraft with J71 engines. 

Admiral Dixon touched upon the first point: 

When we decided on the J71 engine, there were a certain number of air- 
planes practically completed. We then decided that we would continue the -22. 

He said these engines were to be used for not more than 60 planes. 
(See hearings, pp. 48, 49.) Also Admiral Beardsley stated that in 
1952, when the J71 was not yet fully qualified— 

* * * in the Production Division where I had to accept the responsibility 
for this, we had to keep enough engines on order for all the aircraft that we 


had a the time, and we did have J40 engines on order * * *” (See hearings, 
p. 276.) 


As Mr. McDonnell put it, the -22— 


was the best alternate engine at that particular time, that the time schedule 
would fit the airframe delivery time schedule. (See hearings, p. 158.) 

It was noted earlier that McDonnell had been directed in April 
1953 to install -22 engines in 130 aircraft. Several months before that, 
the Assistant Chief of the Bureau of Aeronautics had recommended in- 
stallation of the -22’s in the Douglas F4D which likewise had no 
other engine in sight at the time. 

Regarding the second point, Admiral Russell had testified that the 
~22 engines— 


were procured with the idea they would be usable and would be used in the 
F3H-1. (See hearings, p. 46.) 


In his prepared statement he said: 
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While not of sufficient thrust fully to satisfy our revised concept, the J40+22 
we) make the F3H-1 operable with reduced performance. (See hearings 
Pp. <v. 

What “reduced ‘ormance” meant, Admiral Russell explained, de- 
pended on the job to be done. : 
If we were going to war tomorrow, undoubtedly—and this airplane came 
along—we would have used it as it was. (See hearings, p..49.) 

Mr. Smith of Westinghouse was very explicit in his view—and this 
touches on the third point—that the -22 was a “temporary” or “in- 
terim” engine ord as a stopgap to gain flight test time and experi- 
ence until such time as a more powe engine came meee and the 
F3H-2N went into production. MMe added (see hearings, p. 216) : 

And I don’t believe it was ever contemplated that any of the aircraft with the 
-22 engine would go to combat. It is my understanding, at least, that that was 
not contemplated. It was only to be a development interim unit. 

Mr. Smith would not have recommended the use of the -22 engine 
in combat with the heavier weight plane, which had been desi for 
amore powerful engine, (See hearings, p. 228.) 

While Mr. Smith was convinced that the -22 engine was procured 
only for testing purposes, he ventured no explanation why so many 
of these engines had been ordered. He left it to the Navy and Mc- 
Donnell to say how many aircraft were needed for testing. (See 
hearings, p. 227.) 

‘Admiral. Russell qualified the Westinghouse testimony that the -22 
was an “interim” engine. After referring to the -22 at one point as an 
“interim” engine (see beer geh p. 50), he described it later as a “per- 
manent” engine piesa in limited quantities (see hearings, p. 4). 
Admiral Beardsley took a similar position be hearings, p. 276 

At another point Admiral Russell said of the lesser-powered engine 
(see hearings, p. 43) : 

It was something we could put into the airframe so we could fly it and begin to 
work out the aerodynamic problems, the structural problems, which would exist 


in flight, and the aircraft manufacturer, until he gets an airplane airborne he 
is not quite sure what he has. 


And Admiral Dixon said in a similar vein (see hearings, p. 282) : 


We had a definite purpose for it. We realized it was not a first-class airplane 

but we realized from McDonnell’s test program that it proved the airframe. We 

had plans to use it as transitional trainers for pilots going to F3H squadrons 

Pi the future. So the -22 engines were bought for the F3H-1 to utilize them in 
ose roles. 


Mr. McDonnell would not express an opinion, we noted earlier, con- 
cerning the use to which 150 airplanes with -22 engines might be put, 
nor would he say explicitly whether ho knew from the start that these 
engines were inadequate to perform the assigned mission of the air- 
craft. Mr. Baldwin, chief systems engineer for the McDonnell firm, 
testified, however, that when they redesigned the plane for the gen- 
eral purpose all-weather mission, they did not believe that engines of 
the -22 rating would be installed ir. them. 

The higher-powered WE-10 was absolutely required to show the performance we 
wanted to show, the performance we wanted in the F3H-2. * * * Our design 


performance characteristics were based on haying the WE-10 available. (See 
hearings, p. 187.) 
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In view of the great emphasis placed by the Navy, Westinghouse 
and McDonnell on the value of the lesser-powered engines for testing 
urposes, it should be noted that a large part of the McDonnell and 
Navy flight testing was done with 2 experimental aircraft (XF38H-1) 
containing J40-6 and -8 engines (preproduction models of the ~22). 
These experimental aircraft were designed as lighter-weight short- 
range interceptors. Although the shift to the medium-sized all-pur- 
ose fighter involved, according to McDonnell, almost a complete re- 
esign of the aircraft, Mr. Baldwin explained that the aerodynamics 
similarity between the XF3H-1 and the F3H-1N was sufficiently 
close to make the flight testing on the experimental model applicable 
to the redesigned heavier aircraft. Eighteen months of engineering 
and early flight-testing with the XF3H-1 helped McDonnell to estab- 
lish the configuration of the F3H-1N despite its larger fuselage and 
substantially increased weight. (See hearings, pp. 189-190.) 

Initial production deliveries of the -22 engine were not made until 
November 1953, after the oe had a d in Korea, If the 
Navy had any serious hopes of making the F3H-1N, with the lesser- 
powered Westinghouse -22 engines, a first-line fleet service aircraft, 
the frequency of engine defects and plane accidents caused these hopes 
to be abandoned. In June 1954 the aircraft was ordered confined to 
one service tour with no overhaul, with limited purchase of —_ arts, 
At this time only 19 of the Westinghouse -22 engines had been deliv- 
ered. (See hearings, pp. 102-103.) 

In March 1955 the F3H-1N was consigned to the role of a “limited 
life, land-based development vehicle for the indoctrination and famil- 
iarization of fleet pilots.” After flight operations with the F3H-1N 
were ended in July 1955, actions were taken to allocate these planes 


for ground training and possibly other nonflight uses. (See hearings, 
p. 284.) 


CUTBACKS AND TERMINATIONS 


Navy hopes for the high-powered Westinghouse —10 engine, on the 
development of which millions of dollars had been expended, finally 
expired. In September 1953 the development program for this en- 
gine was terminated. Production of all J40 engines was cut back, 
according to Admiral Beardsley, about 400 ack in February and 
April 1953, and another 1,000 in September 1953, leaving some 217 
of the lower thrust engines, including 145 -22’s, still on order. These 
residual orders, from which no production yet had come forth, were 
intended, the Navy witnesses indicated, to provide engines for the 
first 60 aircraft (F3H-1N) under production by McDonnell. For 
the remaining aircraft (F3H-2N), J; 71 engines were on order. (See 
hearings, pp. 275-276.) 

The ratio of Westinghouse —-22 and other engines remaining on order 
to the first 60 aircraft was more than 3 to 1. Admiral Beardsley 
testified that Navy jet planes, on the average, required 60 percent 
spares, and that in the early jet programs 100 percent spares were re- 
quired since overhauls were made after 50-hour intervals. On any 
count, the procurement of more than 200 engines for 60 aircraft— 
engines which were admittedly below specifications for the aircraft— 
seems excessive and unwarranted. 

The subcommittee believes that contracts for engine spares and 
spare parts, which increase total engine costs so heavily, should not 
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be made mechanically on the basic of general averages, but should be 
broken down to provide for flexible adjustments in accord with actual 
progress in primary engine deliveries. Excessive ordering of spares 
particularly should have been avoided in this case, where “interm” 
engines were procured. 
diniral Beardsley wanted the subcommittee to understand that the 
eo decision, though possibly wrong on hindsight, was made 
onestly enough to assure that sufficient engines would be available to 
keep the planes flying. (See hearings, p. 276.) How timely they 
were produced, how well they flew, and for what purpose, are ques- 
tions considered elsewhere in this report. 

Final termination of the Westinghouse J40 engines was made in 
July 1955 when the Navy decided to stop flying aircraft with these 
engines. Admiral Russell testified that a total of 174 Westinghouse 
engines was left on contract for the Bureau of Aeronautics, of which 
163 had been accepted and 11 remained to be delivered. The July 
1955 termination eliminated 38 -22 engines. Admiral Russell ob- 
served : 

Termination of additional engines was considered, but due to the advanced 
stage of their fabrication and assembly this would not have resulted in a saving 
to the Government. (See hearings, p. 30.) 

The subcommittee observes at this point that letting a contract 
continue, with resultant production of dubious worth, merely because 
termination at an earlier time would not afford monetary savings, 
completely disregards the waste of manpower and material resources 
involved. While monetary losses must be weighed, of course, in decid- 
ing at what point to terminate a contract no longer desired, the con- 
tinuing production of end items which have little or no military value 
is a wasteful use of men, materials, and plant facilities; it adds to 
the burden of idle inventories which must be managed ; it contributes 
to the pile of surplus property which eventually must be sold for a 
few cents on the dollar. The nation can ill afford such extravagant 
use of its resources. Conservation of resources certainly should not 
be ignored in deciding where to limit monetary expenditures on lost 
causes and gross mistakes. 

Mr. Smith of Westinghouse testified that of the J40 engines ac- 
cepted for delivery, 107 were -22 engines; 67 of these were delivered to 
various destinations designated by the Navy and others were at the 
Westinghouse plant awaiting Navy shipping instructions. (See 
hearings, p. 301.) At the time of the subcommittee hearings, West- 
inghouse was engaged in a “cleanup program” to deliver the remain- 
ing engines, whether completed or in an “as canceled” condition. 
(See hearings, p. 212.) Delays in completion or delivery were at- 
tributed to labor difficulties starting in the fall of 1954, a condition, 
incidentally, which under the contract excuses the company from 
liability for failing to meet delivery schedules. (See hearings, pp. 
302, 305.) 

Cutbacks and terminations affected the airframe as well as the 
engine ge Meg The Temco order for 160 aircraft was canceled out- 
right in May 1953. This was done, according to Admiral Russell, 
“in anticipation of the ‘cease fire’ in Korea and consistent with a gen- 
eral reduction in aircraft procurement.” (See hearings, p. 30.) 
However, the McDonnell orders for 528 aircraft remained until No- 
vember 1954, at which time they were cut back to 280. A Navy press 
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release of November 19, 1954, attributed the McDonnell cutback to 
delays in the J71 engine program. : 
When asked why the McDonnell contract was not cut back in Ma 

1953, when aircraft procurement generally was being curtailed, Ad- 
miral Russell replied “We still hoped. We still had the requirement 
in the fleet for the airplane.” (See hearings, p. 66.) As noted earlier, 
the McDonnell contract was increased by 160 planes in June 1953, at 
the time of general cutbacks in aircraft procurement. 


COSTS OF DEMON AIRCRAFT PROGRAM 


Contract terminations cost money. When an engine or airframe 
manufacturer receives a Government contract, he places orders with 
various subcontractors, hires additional engineers and other person- 
nel, tools up his plant, and prepares to produce. If the Government 
orders him to stop work before or during production, the manufac- 
turer must be compensated for his outlays and the work he has done. 
Compensation is made after complicated and eee tery nego- 
tions. There were 13 separate termination proceedings in connec- 
tion with the Westinghouse J40 engine contracts. The Government 
is entitled, of course, to salvage whatever materials or equipment it 
can, for use on other contracts. 

And because contract terminations are costly, it is incumbent upon 
Government procurement officials to use the utmost care and good 
judgment in planning and placing contracts to minimize such costs, 

Vhen a question was raised concerning an aircraft contract let to 
Goodyear and then shortly afterward withdrawn at a termination 
cost of more than $300,000 because the Navy wanted Goodyear to do 
other “specialty work”, Admiral Russell observed: “* * * that is the 
price of bad judgment.” (See hearings, p. a 

The technical costs of contract termination should be distinguished 
from the much larger costs of Government investment in an aircraft 
or engine program which turns out to be a failure. Contract termi- 
nation costs paid to Westinghouse for the J40 engine program, for 
example, approximate $10 million. Yet the Government invested, in 
addition, $27 million for research and development, $4114 million for 
production, $13 million for spare parts, and on top of that made 
available to Westinghouse a Government-owned plant worth $137 
million. The Ford Motor Co., as a second source contractor for J40 
engines, was paid an estimated additional $15 million in termination 
costs and allowed to build a $50 million Government-owned plant 
without ever producing any engines. 

These Government outlays, not counting the $137 million or $50 
million plants, which still have value for further uses, total roughly 
$107 million. The latter figure was Admiral Russell’s estimate of 
the cost of the J40 engine program. (See hearings, p. 140.) 

For its time and trouble and huge outlays of more thar. $100 mil- 
lion, reaching back to 1947, the Navy never got the engine it wanted, 
nor did the engines it got have any but secondary uses for testing and 
training. Admiral Russell put down on the assets side of the balance 
sheet some 1,700 or 1,800 hours of flight-test time over a period of 
2 or 3 years in experimental aircraft using the J40 engine. He as- 
7 to this technical experience a probable value of $50 million. 
(See hearings, p. 140.) Without passing judgment on the pecuniary 
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value of this experience, the subcommittee readily agrees that the les- 
sons learned through great errors in aircraft procurement always are 
worth something. 

Apart from the heavy Government investment in the Westinghouse 
engines, which paid such meager dividends, termination costs were 
involved in the airframe contracts associated with these engines. 
The contract to Goodyear for 100 aircraft, made and canceled in the 

ace of a year, cost the Government $303,000. The contract to 

emco for 160 aircraft was terminated at a cost of approximately 
$9 million. No aircraft were produced by these “second source” con- 
tractors. The cutback of McDonnell aircraft from 528 to 280 in- 
volved a termination cost in excess of $4 millicn. 

Other termination costs for airframes associated with the Westing- 
house J40 engine cannot be easily allocated. For example, the failure 
to produce the higher thrust Westinghouse engine caused a shift to 
other engines in the Douglas F4D and A3D as well as in the McDon- 
nell F3H. Admiral Beardsley testified that the Navy lost 6 months 
to a year in the shift of engines for the Douglas aircraft and had to 
pay Douglas additional engineering and tooling costs to make the 
necessary changes. However, no aircraft contracts with Douglas were 
terminated as a direct result of the Westinghouse production failure. 
(See hearings, p. 259.) 

Since the J40 engine originally was intended for use in 4 different 
aircraft, Admiral Beardsley suggested that some part of the research 
and development costs on the engine conceivably could be prorated to 
the costs of aircraft development. (See hearings, p. 259.) 

Secretary of the Navy Thomas put the estimated costs of the 60 
F3H-I1N aircraft, including engines, spares and gear, at $154 million. 
The average cost for each of these airplanes is thus almost $2.6 million. 
(See hearings, p. 257.) 

For the whole 280 aircraft under production by McDonnell, com- 
prising the 60 F3H-1N’s and the 220 3H_ON’s, Admiral Russell put 
the estimated cost at $510,785,000, including engines, spare parts, 
radar equipment and additional spares support throughout the service 
life of the aircraft. The average cost for each airplane in the whole 
lot is thus about $1.8 million. According to Admiral Russell— 

This is not an unusual price for a high-performance, highly instrumented, all- 
weather fighter which must find its target and shoot it down in total darkness 
or ina cloud. (See hearings, p. 30.) 

Admiral Beardsley explained that the $510 million estimate of 
total cost for the Demon aircraft program did not include research 
and development costs on either the airframe or the engine. He noted 
also that the required funds would be spent over a perior of 4 or 5 
years. (See hearings, p. 259.) 


METHODS OF TERMINATION 


Despite the failure of Westinghouse to produce engines of the 
specifications required for the F3H-1N general purpose aircraft, 
despite the frequent “slippages” in delivery schedules for the engines 
produced, not a single one of the 13 Westinghouse engine contract 
terminations was considered a “default.” All these contracts were 
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terminated “at the convenience of the Government”, as were other 
contracts involved in this aircraft program. att} by 

Navy witnesses asserted that default terminations in aircraft pro- 
curement would serve no good purpose. They believe that if the 
Government exercised its default rights every time developments 
didn’t materialize or deliveries were late, the military services would 
never get more than a trickle of airplanes. (See hearings, pp. 90-91.) 

The armed services procurement regulations spell out in some detail 
the rights of the Government and the obligations of contractors when 
terminations are made for default. Rear Adm. Lloyd Harrison (re- 
tired) stated, with respect to termination procedures in the Navy 
Bureau of Aeronautics, that— 


The letter of the law, the regulations are applied always in the interests of 
getting the job on the road and consistent with instructions. (See hearings, 


p. 198.) 

perm the default clauses of the armed services procurement 
regulations are a “dead letter” so far as large aircraft contracts of 
the Navy are concerned. Data submitted by the Bureau of Aero- 
nautics at the subcommittee’s request show that in terminating 188 
large contracts, aggregating almost $2 billion in contract value (each 
exceeding $300,000), the Bureau of Aeronautics has made not one 
default termination; all were terminated at the convenience of the 
Government. (See hearings, p. 260 ff. 

Admiral Harrison indicated that small-business men are more fre- 
quently held to the “letter of the law” by the exercise of default ter- 
minations. He stated: 


The reason that default contracts were proportionately more numerous sometimes 
with small-business men was that the terms of the contract were usually such 
that there was no recourse to relieve a small-business man of the consequences 
of a contract entered into inadvisedly. (See hearings, p. 197.) 

According to Admiral Harrison, the small-business man’s main 
difficulties are due to a hunger for business beyond capacity to perform. 
The most important point— 


he said— 


was that the small contractor with a large appetite for business was more 
insistent on getting business over obstacles and undertook jobs which subse- 
quent events proved he was incapable of performing. (See hearings, p. 198.) 

This commentary on the plight and the problems of small business 
is of interest in noting Admiral Harrison’s lenient disposition toward 
the Westinghouse failures on the multimillion-dollar J40 engine 
contract over a period of years. 

As Deputy and Assistant Chief of the Bureau of Aeronautics from 
September 1952 to July 1955, Admiral Harrison was a kep figure in 
Bureau policy formulations regarding the contracts under discussion. 
Although he was inclined retrospectively to cast his role in a modest 
light, as one of routine signature of documents or formal concurrence 
in the views of subordinates (see hearings p. 197), Admiral Harrison 
had many occasions to discuss these contracts. He disagreed with his 
Bureau Chief, Admiral Soucek, on the question of termination and 
found it necessary to advise higher authority of the “strong indus- 
trial impact” of “catastrophic terminations” such as Westinghouse’s. 
(See hearings, pp. 200-202.) He admitted reluctantly under ques- 
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tioning that it was “probably true” that he opposed termination of the 
Westinghouse contracts at an earlier time than they were terminated. 
(See hearings, p. 202.) 

The subcommittee recognizes that there could be honest differences of 
opinion as to the timing of termination and imputes no improper 
motive to Admiral Harrison. It merely wishes to emphasize that the 
leniency manifested toward the large corporate contractor is often 
lacking in respect to the small contractor, who is more readily con- 
sidered as expendable by the military services. The members of this 
subcommittee, and indeed of the whole Congress, have too much ex- 
perience with small-business problems to doubt the reality of this 
situation. 

Terminations at the convenience of the Government, as distin- 
guished from terminations for default, have some advantages for both 
the Government and the contractor. As Admiral Harrison pointed 
out, terminations for convenience enable the Government to retain 
access to the material and avoid the legal proceedings involved in de- 
fault terminations. (See hearings, p. 201.) Since default termina- 
tions obviously do not improve the business reputation of the con- 
tractor, the company involved is generally prepared to negotiate a 
friendly settlement, sometimes at “no cost” to the Government. Ad- 


miral Beardsley testified that 8 of 12 Westinghouse terminations were 
settled in this manner. On one occasion the threat of a default termi- 
nation was used to induce a no-cost settlement. (See hearings, p. 98.) 

In the 188 contract terminations of the Bureau of Aeronautics 
mentioned above, 44 cases were settled at no cost to the Government. 
The other 144 cases involved settlement or contractor claims of ap- 
proximately $200 million. (See hearings, p. 260.) 


Since all large-contract terminations in the Bureau of Aeronautics 
are uniformly treated as being made at the convenience of the Gov- 
ernment, no data are available to determine how this method com- 
pares with default terminations in the net pecuniary result to the 
Government. Admittedly, in making terminations for convenience, 
the Navy is precluded from taking certain actions to effect recovery. 
(See hearings, p. 92.) 

While default clauses are customary in Government contracts, they 
do not apply to letters of intent. Consequently the Navy was largely 
precluded from exercising default privileges against the contractor, 
even had it wished to do so, in the contracts under discussion. For 
example, the large production contract with Westinghouse ran for 
2 years as a letter of intent, and the large production contract with 
Ford Motor Co. was terminated on a letter of intent, precluding pos- 
sible default termination. (See hearings, pp. 88-89.) 

Admiral Beardsley stated that normally a letter of intent is used 
to start the contractor in the first 4 to 6 months of operation, after 
which time the letter is converted into a definitive contract. He 
attributed the frequent and prolonged use of letters of intent to the 
pressure of Bureau business during the Korean emergency, when it 
was impossible to firm up specifications and convert to definitive 
contracts as rapidly as the Bureau wished. After 1953, the Bureau 
tried to increase its manpower in order to reduce letters to contracts 
at an earlier date. Admiral Beardsley was unable to say, however, 
whether lack of manpower was the cause for letting the Westing- 
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house contract run for 2 years as a letter of intent. (See hearings, 
p. 89.) 

Navy witnesses took the position that, in any case, default termi- 
nations were not justified with respect to the J40 engine contracts. 
For those engines that Westinghouse actually produced, the Navy 
considered that the specifications had been met, Behind-schedule 
deliveries, common in this industry, and accepted by the Navy, could 
not be held against the contractor. Also, the Navy witnesses said, 
the terminations reflected decisions to cut back aircraft procurement 
generally or to shift to other types of engines, and so could not be 
laid to contractor default. (See hearings, pp. 90-91.) 

The subcommittee has the impression that termination and pro- 
curement operations are not sufliciently coordinated. Mr. Cricken- 
berger, of the Termination Section, Contracts Division, Bureau 
of Aeronautics, who appeared before the subcommittee to testify 
on termination actions, displayed little knowledge of such questions 
as whether specifications had been met by Westinghouse or whether 
engine deliveries were made on schedule. “I am in the termination 
end of it,” he said, “not the production end.” (See hearings, p. 88.) 

As indicated earlier, the subcommittee believes that termination 
decisions must take into account the matorial as well as the financial 
impact of continued production of unneeded items. Termination 
decisions should be closely coordinated with procurement and pro- 
duction operations. 

In the aircraft manufacturing industry, where the risks are large 
and the failures costly, Admiral Russell enjoined a “punitive ap- 
an in Government contracting which might discourage bold 

evelopment efforts. “I don’t mean to be soft toward the contractors,” 
he said, “but at the same time you have to, you can’t expect them 
to risk all on something when there is only one customer, namely, 
Uncle Sam.” (See hearings, p. 74.) Mr. Smith, of Westinghouse, 
likewise believed that a penalty clause for failure in contract per- 
formance “would serve to stop development.” (See hearings, p. 232.) 

Recognizing the need to stimulate progress, the subcommittee be- 
lieves nevertheless that the military departments must exercise consid- 
erably more initiative in cutting down the costs of failure—costs which 
are borne largely by the taxpayers. This problem was discussed in a 
remarkably frank address by James H. Smith, Jr., Assistant Secretary 
of the Navy for Air, to the Institute of Aeronautical Sciences on 
March 11, 1955. Mr. Smith said in part: 

As the engine and airframe development contracts generally call for payment 
of costs plus a fixed fee, the contractor is concerned but not financially worried 
about his mistakes. He knows he is going to be paid as long as he puts forth 
his “best efforts.” That phrase is usually a question of opinion and not facts. 
An indemnity clause might have a salutary effect and might help restrain the 
eontractor’s ebullient optimism about his guaranteed ratings and promises of 
delivery.* 

Admiral Russell countered with the comment that Secretary Smith 
was rep, a needed spur in the jet-engine industry, but an indemnity 
clause would only result in the Government paying for a higher priced 
engine because the manufacturers would not take the risks on their 
own. (See hearings, p. 273.) When the subcommittee attempted to 
ascertain what consideration the Bureau of Aeronautics had given to 


* The full text of this address is printed at pp. 268-278 of the subcommittee hearings. 
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indemnity clauses, in line with Secretary Smith’s suggestion, the 
Bureau rejoined that “The meaning of the question is not entirely 
clear. 

The Bureau noted that indemnity clauses could be considered in 
these senses: (1) Guaranties that items procured will meet certain 
performance requirements or provisions for correction of defects 
after delivery (with adjustment in the contract price if correction 
is not required) ; and (2) performance bonds or provisions for liqui- 
dated damages. The Bureau considers either of the devices under 
(2) “inappropriate for procurement of specialized military equip- 
ment.” 

Administration of a liquidated damages clause, in view of numerous 
“excusable delays” would be very complicated, and very unfair to 
the contractor, in the Bureau’s view. A performance bond, apart 
from liquidated damages, would be significant only in cases of default 
terminations, as a means of insuring collection of damages. The 
cost of such bonds, plus the fact that financial stability is not con- 
sidered a real problem in the aircraft industry, dissuades the Bureau 
from resorting to them. The Secretary of the Navy has used his 
statutory authority to waive requirements for performance bonds 
in Navy procurement of aircraft and other supplies. (See hearings, 
pp. 273-4). 

Admiral Russell acknowledged that the contracting practices of 
his bureau need strengthening. He said that Admiral Beardsley 
is working toward that objective. (See hearings, p. 74.) As evi- 
dence of improvements made in procurement procedure, he cited more 
and better staffing and adoption of a new plan for early evaluation of 
aircraft. (See hearings, pp. 69, 70.) The latter is discussed in the 
next section, 


CHANGED PROCEDURES IN NAVY AIRCRAFT PROCUREMENT 


After outlining the main events and the peri encountered 
] 


in the Demon fighter program, Admiral Russe 
statement (see hearings, p. 30) : 

A review of this series of events indicates the need for developing within 
the Bureau of Aeronautics certain checks and balances to prevent a recur- 
rence of a program situation which gets so out of hand as that of the F3H-1, 
This need was recognized and approximately 2 years ago new procurement 
procedures were developed and placed in effect. 

The Navy calls these new procedures the FIRM plan, the capital 
letters standing for fleet introduction of replacement models. The 
FIRM plan has become the Navy’s readymade answer to questions 
concerning Navy steps to prevent further serious mishaps in air- 
craft procurement.‘ 

In essence this plan requires greater emphasis on testing new air- 
lane models before large production orders are placed and many 
ollars committed. As a corollary measure, the Navy continues pro- 

duction of previous aircraft models until the new plane is proven 
ready for fleet use—the line-in-being concept. (See hearings, p. 30.) 
The FIRM plan contrasts with previous aircraft procurement 


said in his prepared 
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procedures, conditioned by World War II urgency needs, which em- 
phasized rapid buildup of airplane production and delivery of fleet 
planes before all the bugs were worked out. 

It was customary heretofore in aircraft procurement, the Navy 
explained in its January 1955 press release, to project the produc- 
tion buildup as rapidly as possible after the first flight of a prototype 
or X model. Now the plan is to hold back major production for 
the first 3 years, allowing only two dozen or so planes to be pro- 
duced, and to be used wholly in the test programs of the aircraft 
manufacturer and the Navy. During these years of testing and 
evaluation, defects can be corrected and changes assimilated in the 
production aircraft before all-out production, thus reducing the 
problems of fleet maintenance. 

A different tooling approach is involved in the FIRM plan. 
Usually the prototype was built by job shop or temporary tooling 
which was of no use in later tooling for Teeny production. Under 
the FIRM plan the aircraft manufacturer would porpere his tooling 
from the start for quantity production, but not to the high levels later 
required for full output. As the Navy sees it, tooling under the 
FIRM plan would be more expensive in the earlier stages, but more 
economical in the long run since it would be a recoverable item for 
quantity production. 

In the event the plane turned out to be unsatisfactory, like the 
F3H-1N with the Westinghouse J40 engine, then, of course, it would 
not get into major production under the FIRM plan. As Admiral 
Russell said, “it would die and the tooling would be lost.” (See 
hearings, p. 70.) 

Admiral Russell expressed his “firm conviction that the corrective 
measures taken will provide the tools necessary to forecast develop- 
ment, test, and production performance with greatly increased ac- 
curacy and will insure the constant and orderly flow of high-per- 
formance, modern aircraft to our operating commands.” (See hear- 
ings, pp. 30-31.) 

At the same time Admiral Russell, and Secretary Fogler as well, 
made it plain that these new procedures were no sure-fire guaranty 
against mistakes. They emphasized that procurement programs for 
modern aircraft are launched in an age of swift technological progress 
and must venture into the unknown. From initial development to 
final production, procurement programs for airframes, engines, elec- 
tronics, and other equipment are projected over a span of years. 
Each key decision along the way in these interrelated programs leaves 
its impact on the final result. (See hearings, pp. 26, 29.) 

In the discussion of the FIRM plan at the subcommittee hearings, 
it became readily apparent that the efficacy of this plan in preventing 
large errors in procurement is distinctly limited. It is, as Admiral 
Russell indicated, more of a hope than a guaranty. For one thing, 
the Navy has had very little experience with the plan to date, although 
it was said to be several years old and was publicly announced by 
the Navy more than a year'ago. “We are just in the beginning stages 
of it,” Admiral Russell testified. (See hearings, p. 72.) The Mc- 
Donnell firm had received notification of the plan about 6 months 
before the hearings, but Mr. McDonnell was not acquainted with its 
component features. (See hearings, p. 165.) Mr. Smith, of Westing- 
house, also was vague about the details; he thought he may have 
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read about the plan first in the newspapers. (See hearings, pp. 231, 
233. * *. 7 
iis significant, the applicability of the FIRM plan diminishes 
as the need grows fors ier output of airplanes. As a more cautious 
approach to aircraft otto in common parlance, “fly before 
ou buy,” the FIRM plan would stretch out the period before placing 
arge production orders and consequently advanced-design aircraft 
would not be as quickly available to the fleet. A growing public 
concern that the United States is being outpaced by Soviet Russia 
in aireraft development has caused the concept of the FIRM plan 
to be challenged before it hardly has been put into effect. , 
The Secretary of Defense has set up a committee to review aircraft 
rocurement procedures. Secretary Fogler stated that no instructions 
Riad been received from the Department of Defense to abandon the 
FIRM plan, but that— 


all of the services are being urged, if possible, with good judgment to procure 
what planes, engines, weapons system they need more rapidly, from the time 
of the early development to the delivery of the completed end product. (See 
hearings, p. 73.) 

Admiral Russell stated that the Navy was making changes in the 
plan preparatory to an appearance before the Department of Defense 
committee. He expressed confidence that some elements of the plan 
would survive Department of Defense changes. The objective of 
Navy revisions, he indicated, was to compress the plan in the earlier 
stages in order to get more aircraft prototypes and to fly them at 
earlier dates. (See hearings, pp. 72-74. 

Since Secretary of the Wavy Thomas had summarily ascribed the 
difficulties with the F3H-1N aircraft to “procurement procedures now 


considered inadequate” and had offered the FIRM plan as the solu- 

tion for aircraft procurement errors (see hearings, p. 4), the subcom- 

mittee endeavored to determine how the application of the FIRM 

plan could have changed the outcome of the matter under inquiry. 
According to Admiral Russell, “the FIRM plan applies to the air- 

craft primarily.” As far as the engine phases of procurement are 

concerned, he did not believe that the existence of the pam? would have 

1 


deferred the letting of engine contracts with Westinghouse and Ford. 
He thought, however, that “we would have known a little more about 
the engine before they were let.” Whether or not the Navy would 
have waited for the engine development work to be completed before 
the production contracts were let, Admiral Russell said, “depends 
upon the urgency of the situation.” (See hearings, p. 69.) 

Mr. Smith of Westinghouse understood the plan to mean “that we 
will have to have our engines in a more completed state of development 
before the Navy will consider procuring them.” To him this implied 
earlier or speedier development on the part of the engine manufac- 
turer. (See hearings, p. 232.) . 

Admiral Beardsley emphasized the point that airframe designs for 
high-performance fighter and bomber aircraft must be started before 
an engine is fully proven. It may take 5 or 6 years for a reliable 
engine to ete The airframe manufacturer may need 4 or 5 years 
to develop his plane. If the latter waits until the engine is perfected, 
the time period for building new planes would be unduly long. Ad- 
miral Beardsley suggested that one of the a Gangiaereg: of the FIRM 
plan is to try to make a better decision at what point in the develop- 
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ment of the engine to gamble with the airframe development. <A few 
months to a year of additional work on engine development might be 
involved. (See hearings, pp. 277-279.) 

Mr. McDonnall stated that the FIRM plan would not have changed 
the time when his company received the airframe contract or the 
‘procedures followed in his manufacturing processes. As he saw the 

IRM plan— 


It is more a change in the rate of delivery of airplanes being procured under 
that plan. (See hearings, p. 166.) 

On the basis of the above testimony, the subcommittee cannot see how 
application of the FIRM plan, as such, would have prevented in any 
significant measure the chaotic situation which befell the Navy in 
ordering engines for the F3H-1N program, The Westinghouse -10 
engine, specified for the aircraft, never reached the production stage. 
Had the Navy decided to wait for a successful -10 engine, it might 
still be waiting. In the meantime, the airframe manufacturer would 
have been tooled up for years productionwise without any engines, 
No exercise of FIRM magic could have yielded a -10 engine, or 
even speeded up deliveries of the lower-powered -22 engine which was 
accepted as a makeshift and which proved to be unsatisfactory. 

The heart of the problem is the fact that aircraft engine and air- 
frame developments stem from different sources and proceed at dif- 
ferent rates. Development of a successful engine is more complicated 
and difficult than development of the airframe. And only after the 
two have been mated and flown in repeated test flights can the success 
of the combination be assured. Since the FIRM plan focuses on the 
introduction of proven aircraft to the fleet, it provides no pat solutions 
to all the complex anterior problems of timing and progress in 
development. 

The subcommittee believes that the centering of responsibility in the 
plane assembler for peoctresene of engines and other aircraft com- 
ponents, and for package delivery of completed and flight-tested air- 
craft, offers a promising avenue of improvement in this area of pro- 
curement. The Navy ie indicated its intention to assign respon- 
sibility to the airframe manufacturer for “system coordination” ; that 
is, for integrating such components as radar, instrumentation, and 
flight controls. (See hearings, p. 162.) So far, this coordinating re- 
sponsibility does not contemplate procurement of engines by the air- 
frame manufacturer, although Mr. McDonnell reported that in one 
instance, at least, the Government has contracted with an airframe 
manufacture who procures his own engines. (See hearings, pp. 163, 
294. 

te Mr. McDonnell’s view, increased, system coordination by the 
aircraft manufacturer reflects the growing complexity of aircraft 
rather than insufficient coordination under past procedures, He sug- 
gested that procurement of engines by the airframe contractor directly 
rather than by the Government might work in a given case but would 
be detrimental when applied industrywide. In his words (see hear- 
ings, p. 160): 

I would say that if you want to put the airframe manufacturers in the driver's 
seat in the Nation and give us full power to buy our own engines direct from the 
engine manufacturer, that an individual airframe manufacturer might make 


out better in a given single instance. On the other hand, it most likely would 
clobber up the national-defense program. 
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Mr. Smith of Westinghouse stated that his company would have no 
objection to dealing with the airframe manufacturer instead of the 
Navy, although he thought that this might present some problems if 
adopted as a general practice. (See hearings, p. 233.) 

ile the subcommittee fully recognizes that transfer of engine 
rocurement responsibilities to the airframe manufacturer presents 
vifficult problems and would not relieve the Government procuring 
agencies of important management and supervisory functions to insure 
the proper allocation of resources and the delivery of needed aircraft, 
nevertheless the subcommittee believes that there would be net advan- 
tages as compared with Fe procurement arrangements. The 
resent system makes for dispersion of ty commun and frequently 
Risjointed, three-cornered relationships between the engine manu- 
facturer, the Navy, and the airframe manufacturer, as exemplified in 
the matter under inquiry. 

In view of present limitations in the size and caliber of Government 
procurement staffs, undue reliance already is placed upon the industry 
participants without the compensating advantage of having any one 
segment of the industry responsible for the final product. The almost 
complete dependence of the industry on Government procurement 
should provide sufficient leverage for supervising industry perform- 
ance and for exercising Government reapinalbeiitien in fulfilling 
military aircraft requirements, 


ENGINE DAMAGE AT THE MC DONNELL PLANT 


In the course of its investigation, the subcommittee staff learned that 
airplane engines furnished by the Navy to McDonnell were being 
damaged rather frequently. "The subcommittee pursued this inquiry 
to find out whether the incidents of engine damage had any bearing 
on the unsatisfactory flight performance of the F3H-1N aircraft. 

Captain Murphy, who had been the Bureau of Aeronautics repre- 
sentative (BAR) at the McDonnell plant from July 1952 through 
October 1954, stated that a series of letters were addressed to McDon- 
nell “in regard to what we considered a less than ideal handling of 
Government-furnished property.” (See hearings, p. 124.) 

In a letter of October 8, 1954, Captain Murphy noted that 9 West- 
inghouse J40-22 engines had been damaged at the McDonnell plant 
during the calendar year by passage of foreign objects through them. 
He limited a finding of liability to two engines, indicating that some 
corrective action was taken on the others only after most urgent in- 
sistence by Navy personnel. The estimated repair cost of the 2 
b,c was $25,688. The liability was laid to McDonnell “by virtue 
of lack of good faith on the part of contractor management,” evidenced 
by failure to take positive corrective measures. The letter expressed 
the hope that McDonnell would take the BAR finding to heart rather 
than engage in “legalistic maneuvering on the question of contractor 
liability” which would only “enhance the contractor’s reputation for 
sea lawyering.” (See hearings, p. 125.) 

McDonnell replied by letter dated October 15, 1954 (signed by Rob- 
ert H. Charles, executive vice president), denying lack of good faith 
and asserting that “reasonable corrective action” was taken where 
needed. After outlining the steps taken, McDonnell pledged “con- 
tinued vigilance” in trying to prevent further damage. iN strong stand 
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in opposition to the BAR charges was laid to principle rather than to 
the money involved. (See hearings, PP. 288-290. ) 

Captain Murphy responded to this letter on October 29, 1954, the 
day of his departure from his BAR position, by “ruefully” withdraw- 
ing his finding of liability, not because his opinion had changed, but 
because he did not believe “the intangible nature of many of the factors 
involved” would support a finding of liability in the face of the con- 
tractor’s opposition. He added that McDonnell’s reputation for sea 
lawyering “is now firmly established.” (See hearings, p. 290.) 

Mr. Moore, the quality-control manager for McDonnell, stated that 
at the time the October 8, 1954 letter of the BAR was received, engines 
were being damaged by foreign objects at the rate of 1 engine per 150 
hours of total engine operation. He said that upon receipt of the 
letter, McDonnell instituted multiple inspections, floodlighted its 
ramps for after-dark operations, gave increased emphasis to personnel 
indoctrination, and made a comparative survey of engine damage 
in five major airframe companies. The passage of foreign objects 
through engines was found to be a general problem in the industry. 
(See hearings, p. 176.) 

After the survey, Mr. Moore testified, an aggressive program was 
instituted at the McDonnell plant for extraneous material control and 
extended to the subcontractors. A special feature of the McDonnell 
program, revealed for the first time at the subcommittee hearings, was 
the introduction of radioactive capsules into the 8,000 “bucking bars” 
used in riveting airframes. When bars were accidentally dropped or 
left in engines, their presence was then more easily detected by use 
of scintillation counters. (See hearings, pp. 177-178.) 

According to Mr. Moore, engine damage due to foreign objects de- 
clined between October 1954 and June 1955 from a rate of 1 engine per 
150 hours of total engine operation to 1 engine per 290 hours or an 
average of 215 hours for the period, representing a 50-percent improve- 
ment. (See hearings, p. 179.) 

Despite the corrective measures and improvements cited by Mr. 
Moore, the Navy officers at the plant still were far from satisfied with 
McDonnell employees’ handling of Government property. Captain 
Sager, successor to Captain Murphy in the BAR post, wrote a letter 
dated June 27, 1955, to McDonnell, expressing serious concern over 
an “alarming condition” at the McDonnell plant. (See hearings, pp. 
127-129.) ‘The second paragraph of the letter read: 

It has become apparent to the BAR that McDonnell Aircraft personnel are 
becoming increasingly negligent and are exhibiting a complete lackadaisical 
disregard for the Government-furnished equipment supplied to the contractor, 
with which to build aircraft. Although neglect is indicated in many areas of the 
use of Government-furnished equipment, the immediate concern is over the 
excessively high mortality of aircraft engines, as a result of foreign object 
passage and the dropping of engines. 

Captain Sager’s letter noted that in the 9-month period since the 
BAR letter of October 1954, there were 32 instances of foreign-object 
passage through engines. Of these 32 instances, 14 engines had been 
damaged so much as to require return to the manufacturer for over- 
haul. Only 1 of the 14 was a J40 engine; 10 were J57’s used in the 
F-101 and 3 were J71’s used in the F3H-2N aircraft. (A Navy board 
of investigation later reported 15 engines returned for overhaul, of 
which 2 were J40’s.) This rate of engine return for overhaul as a 
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result of foreign-object damage, for the combined test programs of 
McDonnell, was put at 1 engine every 80 hours of flight time. 

(Data submitted by McDonnell to the BAR show a monthly aver- 
age of 92.8 total engine hours per engine damaged between December 
1, 1954, and June 30, 1955. During this period a total of 26 engines 
was reported damaged by foreign objects, of which 13 engines were 
J40’s, 10 were J57’s, and 3 were J71’s. Twelve engines were reported 
returned for overhaul, at a monthly average rate of 201 total operating 
hours per engine returned. Mr. Moore noted at the hearings (p. 179) 
that the BAR referred to 80 hours of flight time per engine damage, 
whereas he was using total operating time, most of the engine hours 
of operation then being on the ground.) (See hearings, p. 291.) 

Besides the engines lost to overhaul, Captain Sager’s letter deplored 
the waste of Government funds and the loss of man-hours and valuable 
flight-test_ time in a inspection and repair of engines re- 
ceiving minor damage. ‘The letter observed: 

The contractor steadily increases his requirements for additional spare 
engines to support his test programs, and on the other hand continues to reduce 
his spares by damage to engines. This places doubt in the mind of the BAR, 
St. Louis, as to whether the contractor is completely aware of the extreme im- 
portance which the Government places on the expeditious and successful prog- 
ress of the F-101 and F3H-2N programs. 

In addition to foreign-object damage, the letter noted several in- 
stances of engine damage due to dropping or careless handling; dis- 
regard of safety procedures by use of bomb dollies and forklifts of 
insufficient capacity ; and failure to notify the Government contracting 
officer, as required by procurement regulations, of damage done to 
Government-furnished equipment. Practically all instances of dam- 
age reported were said to be due to Navy inspection. 

Captain Sager’s letter concluded that McDonnell had not lived up 
to its pledge given October 15, 1954, to take vigorous action to mini- 
mize the damage to Government-furnished equipment. McDonnell 
was requested to investigate the circumstances set forth in the June 
1955 letter and to present a complete report to the BAR. 

Noting that this was the second BAR letter of protest in 9 months, 
Captain Sager expressed the opinion therein that the question of lia- 
bility for engine damage should be considered in the final redetermina- 
tion of the contract price. He also advised McDonnell that he was 
convening a board of investigation to inquire into this matter and 
report to the Chief of the Bureau of Aeronautics. 

cDonnell appointed its own engine damage-investigating commit- 
tee, which made recommendations for improved procedures. In a let- 
ter dated July 29, 1955, McDonnell advised the BAR of various addi- 
tional steps taken as a result of its own committee’s recommendations. 
The points in the BAR letter of June 27 were discussed and McDon- 
nell’s position stated in respect thereto. The contractor promised that 
there would be no relaxation of efforts to prevent damage to Govern- 
ment-furnished property and cited the fact that from July 1 through 
July 27, 1955, there were 675 hours of engine operation without any 
damage from passage of foreign objects. (See hearings, pp. 290-293.) 

The board of investigation which Captain Sager mentioned in his 
June 27 letter was convened on June 30, 1955. It made findings of 
fact, opinion, and recommendations which were transmitted to the 
Chief of the Bureau of Aeronautics on August 5, 1955. 
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The board of investigation expressed the opinion that engine dam- 
age at the McDonnell plant during the period from October 8, 1954, 
to June 23, 1955, was excessive and recommended that McDonnell be 
held financially liable for the damage suffered to Government-fur- 
nished property. The board acknowledged that since Captain Sager’s 
letter of June 27, McDonnell had increased its efforts manyfold to 
prevent damage and commended the excellence of the recommenda- 
tions by McDonnell’s damage-investigating committee. Nevertheless, 
the board held to the opinion that McDonnell’s efforts fell short of 
those po ee and pledged by McDonnell in its letter of October 15, 
1954. Ten recommendations (in addition to the one on McDonnell 
liability) were set forth by the board to be followed in minimizing 
further engine damage. (See hearings, pp. 131-132.) 

Captain Sager, in forwarding the board of investigation report to 
the Bureau of Aeronautics, noted his concurrence with the findings, 
opinions, and recommendations of the board. He added certain re- 
marks to indicate what remedial actions were underway or contem- 
plated, and reiterated his belief that McDonnell had not “maintained 
and administered, in accordance with sound industrial practice, a pro- 
gram for the maintenance, protection, and preservation of Govern- 
ment-furnished property,” and that accordingly McDonnell should be 
held liable. 

Mr. Murray, testifying in behalf of McDonnell, stated to the sub- 
committee that McDonnell did not consider itself legally liable under 
the terms of the contract. Noting that the contract Srenteidien the com- 


pany from obtaining insurance on Government-furnished equipment, 
e expressed the belief that only negligence on the part of top manage- 
ment would provide cause for assessing liability against the 7p vol 


He said it was McDonnell’s understanding that the Bureau of Aero- 
nautics agreed there was no company liability in the matters cited by 
Captain Murphy’s letter of October 1954, but that the Bureau had 
not yet responded regarding the matters cited in Captain Sager’s June 
1955 letter and the board of investigation report. (See hearings, pp. 
182, 184.) 

Mr. McDonnell challenged the imputation of legalistic maneuvering 
by his company, made in Captain Murphy’s letter. “We don’t go in 
for sea lawyers,” he said, inviting the subcommittee’s attention to the 
fact that no lawyer had accompanied the McDonnell executives to the 
hearing room. (See hearings, p. 184.) 

Also, Mr.. McDonnell repudiated any suggestion that any Demon 
airplane crashes were due to negligence on the part of his firm, He 
cited the fact that the company had concurrently run hundreds of 
flights on the F101 Voodoo with the Pratt & Whitney J57 engine, 
without a single crash or pilot injury. (See hearings, p. 182.) 

Mr. Smith, of Westinghouse, stated that he had never heard about 
the reports of McDonnell engine damage until the time of the sub- 
committee hearings. So far as he knew, damage by foreign objects 
had no relation to flight difficulties encountered with the Westinghouse 
engine. (See hearings, p. 230.) 

_The subcommittee commends the BAR, St. Louis, for alertness and 
ps eg in reporting incidents of damage to Government property 
at the McDonnell plant and in keeping after McDonnell to take cor- 
rective action. The subcommittee likewise commends the McDonnell 
company for its energetic remedial measures. At the same time, the 
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subcommittee wishes to state clearly that it is not passing judgment 
on the sufficiency of McDonnell’s actions or the charge of liability for 
damage to Government property. : 

‘hiss, the edbiondamitien i aaa undertake to determine whether the 
prevalence of forei hs in engines at the McDonnell plant caused 
any of the flight difficulties or accidents. Worthy of note, however, 
and relevant to report, are the following incidents: : f 

In the course of establishing the fact that numerous foreign objects 
had been introduced into the McDonnell airframes during manufac- 
ture, the board of investigation convened by Captain Sager verified a 
report that a McDonnell rivet bucking bar was found in the wreckage 
of the F3H-1N plane which crashed on March 18, 1955, in a flame-out 
landing durin; the Navy’s preliminary evaluation test. ‘The discovery 
of extraneous objects in the plane wreckage had led the BAR to order 
an immediate thorough inspection of all McDonnell aircraft in ramp 
and test-flight status. This “cleanliness inspection” yielded a count of 
954 foreign objects in 22 airplanes. Considerably more objects than 
the total counted were said to be found, since some of the inspection 
reports did not give the a of objects found. As many as 242 
objects were found in 1 plane. Only three airplanes were found to be 
clean. Most of the objects were small portions of rivets, washers, nuts, 
shavings, safety wire, etc., but several large objects such as bolts, metal 
shapes, bucking bars, and handtools also were found. 

The board of investigation considered it significant that the aircraft 
containing all these foreign objects already had received their final 
shakedown inspection, which is designed in part to make sure that 
airplanes leaving the final assembly line are clean. The Navy’s chief 
inspector at the plant decided to give McDonnell planes an additional 
cleanliness inspection at the time of final shakedown prior to first flight 
by Navy pilots. 


EMPLOYMENT OF ADMIRAL HARRISON BY MC DONNELL 


Before the subcommittee hearings had started, the question was 
raised with Secretary of Defense Wilson by press representatives as to 
the propriety of Admiral Harrison’s employment by McDonnell 
Aireraft Corp. upon departure from the Bureau of Aeronautics. The 
subcommittee inquired into this matter because of its public policy 
implications. 

rom September 1952 until July 31, 1955, Admiral Harrison was 
Deputy and Assistant Chief of the Bureau of Aeronautics. In this 
capacity he reviewed and approved all contracts exceeding $300,000 
made or terminated by the Bureau. (See hearings, p. 194.) 

On August 1, 1955, the day after his retirement Boat the Bureau, 
Admiral Harrison accepted a position with McDonnell as vice presi- 
dent for procurement. He testified that Mr. McDonnell approached 
him toward the end of March 1955 to discuss employment. “Had 
anyone in January or February of this year indicated to me,” said 
Admiral Harrison, “that he thought I would be in the em loyment of 
anyone in industry, I would have thought that he was risking a very 
improbable bet.” (See hearings, p. 196.) 

Mr. McDonnell, for his part, testified that for the 16 years of his 
company’s existence he was “personally prejudiced” against hiring 
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retired military officers. He feared that employment of such persons 
would lead to unnecessary criticism and suspicion, even if 1t were 
open and aboveboard. Finally, in February 1955, he felt a real need 
for an additional executive. Bitorts to recruit one through a national 
employment agency for executives were unavailing. Mr. McDonnell 
gave personal study to the laws, regulations, and ethics affecting 
employment of retired military officers, having seen many examples 
of such employment in industry. He came to the conclusion that 
American business owed a duty to people such as Admiral Harrison, 
with long years of military service, a aE to support, and retire- 
ment pay of only eight or nine thousand dollars yearly, to pay them 
what they deserve. 

On March 30 he contacted Admiral Harrison, who advised him of 
impending retirement from the Bureau but who made no definite com- 
mitment until July 1. When Admiral Harrison reported for duty 
on August 1, Mr. McDonnell considered the question: “What duties 
were we able to find that in no way compromised his position?” The 
answer was found in giving Admiral Harrison charge of the com- 
pany’s varied procurement relationships with subcontractors, who 
number several thousand. (See hearings, pp. 205-206.) 

Mr. McDonnell said he accepted full responsibility for the appoint- 
ment of Admiral Harrison. He said that in 16 years of doing busi- 
ness with the Government, he never had extensive negotiations with 
Admiral Harrison, and in every case witnesses were present. He 
submitted a list of McDonnell aircraft contracts terminated by the 
Bureau during Admiral Harrison’s tenure, purporting thus to indi- 
cate that no favoritism was shown to his company. (See hearings, 
pp. 206-7, 286.) 

Describing his anpemermnees of Admiral Harrison as completely 
open and aboveboard, Mr. McDonnell said he had not announced it 
to the newspapers because they would have given it insufficient 
publicity. 

If we had, the press would have buried it, I am sure they would tell you, on 
a deep inside page with 3 or 4 lines. (See hearings, p. 206.) 

Admiral Russell warmly endorsed Admiral Harrison’s abilities 
and decision to join McDonnell. He said that Admiral Harrison 
did not want to take industrial employment but considered it his duty 
when approached by McDonnell. That this employment commenced 
the day after leaving the Bureau, Admiral Russell explained as occa- 
sioned by his requesting Admiral Harrison to stay with the Bureau 
beyond the date of intended departure.’ Admiral Russell also noted 
that Admiral Harrison was careful to select employment which would 
be in nowise improper since it involved no contact with the military 
services. As a final note of Admiral Harrison’s scrupulous care in 
this regard, Admiral Russell said that even his personal letters to 
Admiral Harrison were not answered. (See hearings, pp. 284-285.) 

As an officer on the retired list of the United States Navy, Admiral 
Harrison remains an officer of the United States Government and 
is subject to certain legal restrictions governing civil employment and 
compensation of such officers. The Navy takes the position, based 
on a ruling of the Attorney General (21 Op. Atty. Gen. 510), that 
the responsibility for determining what legal prohibitions apply in 
any given case falls on the retired officer concerned and not on the 
Navy. A reference guide is available to assist retired officers in deter- 
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mining what usual restrictions apply to them, but the Navy cautions 
that this guide “should not be considered as a substitute for the large 
number of opinions rendered by the courts, or other appropriate 
agencies of the Government.” (See hearings, pp. 242, 250.) 

Navy policy on the legal question concerning civilian employment of 
retired officers, as expressed in a memorandum of the Judge Advocate 
General, states in part: 


The obvious course for any retired officer called upon to determine the question 

is to seek the advice of private counsel, since it is one strictly of private concern 
and in no sense of public interest. (See hearings, p. 243.) 
Admiral Harrison testified that he did not consult a lawyer on taking 
employment with McDonnell. He said the Navy policy guide made it 
clear that retired officers shall not engage in sales activity for 2 years 
with any Department of Defense agency nor at any time with the 
department from which they are retired. (See hearings, p. 242.) 

Since joining McDonnell, Admiral Harrison said, he has not con- 
ferred in a business way with the Navy nor does his present position 
involve any contractual dealings with the Bureau of Aeronautics or 
the Air Force. He observed: 


In other words, there is no question, in my opinion, as to illegality, impro- 
priety, unethical relation, in this matter. 
He expressed the wish that more retired military men would offer their 
services to private industry, noting in his own case that extensive 
Bureau experience in dealing with small-business contractors would 
be helpful in discharging McDonnell’s “multimillion-dollar responsi- 
bility for subcontracting.” Although he had disavowed any prior 
thought of taking industrial employment, Admiral Harrison said in 
exemplifying his own situation: 

When a case so pure from any question of duality of interest, when a case of 


this sort is available, that experience, which the taxpayer has paid for, ought 
to be used where a position is to be filled in the field needs filling. (See hearings, 


pp. 203-204.) 

Whether the taxpayers necessarily will benefit from the industrial 
recruitment of high-ranking retired military officers is a question the 
subcommittee cannot answer as readily as Admiral Harrison. Under- 
standably these officers are sought by industry for their experience and 
executive talents. Industrial employers are not unaware, at the same 
time, that officers enjoying great prestige and wide personal contacts 
in the Military Establishment can bring subtle influences to bear in 
behalf of their employers. Such conditions are not easily controllable 
by statute. 

Indeed, the applicable laws are not altogether clear and unequivo- 
cal with regard to private employment of retired military officers, as 
the Navy reference guide indicates. The conscience and the conduct 
of the individual officer concerned will determine how well or poorly 
these laws are observed. The Nation undoubtedly would benefit from 
a systematic reappraisal and clarification of these laws in the interest 
of discouraging favoritism in the awarding of Government contracts. 

The subcommittee agrees with Admiral Harrison that, so long as 
he scrupulously refrains from participating in his company’s dealings 
with the Government, under the terms of applicable statutes, his em- 
ployment is perfectly legal and proper. Tt cannot agree that the 
transfer of retired military officers to large industrial concerns is al- 
together a wholesome trend. Military officers nearing the retirement 
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age might be inclined, whether fully aware of it or not, to aim their 
official actions toward prospective employment in companies with 
which they deal. The subcommittee balieses generally that the mat- 
ter of private employment of retired military officers is one of the 
highest public concern, and not merely, as the Judge Advocate Gen- 
eral of the Navy says, “one of private concern.” 


MULTIPLE FACTORS IN FAULTY AIRCRAFT PROCUREMENT 


Any attempt to pin down responsibilities for the failure of the air- 
craft-engine combination designated the F3H-1N runs into complex 
factors and circumstances. The aircraft procurement under inquiry 
stretched over a period of 8 years. It reflected overly optimistic 
hopes in an early stage of jet-aircraft development and rather frantic 
actions at a later time impelled by the urgency of Korean war needs. 
It involved scores of negotiations and contract decisions by Navy offi- 
cials, many of whom have gone to other tours of duty. In the com- 
plex procedures of military procurement, responsibility too often 
winds up in anonymity. 

The Navy, as the Government contracting agency, had to deal on 
the one side with Westinghouse as the engine builder and on the other 
with McDonnell as the airframe manufacturer. Having thrown all 
its eggs in the Westinghouse basket at the start, the Navy had to de- 
i on Westinghouse performance for its F3H-1N aircraft plans to 

atch. When this performance fell down, the Navy accepted second- 
best engines from Westinghouse, and McDonnell in turn accepted these 
lesser powered engines, all parties knowing full well that the engines 
were below performance specifications for the airframe. 

This mites 4 we can say: There were large and costly errors in judg- 
ment, and cumulatively the program ended in failure. Westing- 
house, the Navy and McDonnell all share the responsibility in greater 
or lesser proportion, with the Navy bearing the final responsibility as 
the Government procuring agency. 

Inability to assign more precisely the fault or degrees of responsi- 
bility should not be construed as a lack of censure by the subcommit- 
tee. It cannot condone this kind of performance by the Navy in 
managing an important segment of our military effort. The draft 
upon the taxpayers’ dollars and the Nation’s resources is too heavy to 
let this ill-fated venture be dismissed lightly as a casualty of progress 
in the highly expensive art of defense. The subcommittee Som not 
wish to carp on past errors but it believes that the Navy bears a heavy 
burden of responsibility to prevent or minimize such mistakes in the 
future. 

Mr. Smith, of Westinghouse, was frank to admit that his company 
had “underestimated the magnitude of the task we had undertaken as a 
result of our earlier successes” and that as a consequence the higher 
thrust engine required for the aircraft was not successfully developed. 
He acknowledged also that the lower thrust engines were slow in pro- 
duction despite the Korean emergency and the Navy's demands. Five 
factors were cited by Mr. Smith as contributing to the problems en- 
countered by Westinghouse in its work on the J40 engine (see hear- 
ings, pp. 212-213) : 


1. A lack of technical manpower on jet-engine work. We did not expand our 
engineering staff fast enough. 
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2. We lacked experimental parts development facilities and manpower which 
we know now are vitally important to successful development work in jet engines. 

3. We had placed inadequate emphasis on the basic aerodynamic aspects of 
research, no doubt because of some complacency resulting from our almost 
immediate success with the J30 and J34 engines. 

4. We had too few “house,” or experimental, engines for test work. 

5. Our operations were too widely scattered for most effective performance. 
Our development facilities were at South Philadelphia, Pa., and our production 
facilities at Kansas City, Mo. Our flight-test facilities were in three wide-apart 
locations—Delaware, Texas, and California. 

The subcommittee notes in this connection that Westinghouse’s prob- 
lems were not limited to the J40 engine program. It developed the J46 
engine, a successor to the J34, which originally powered the Navy 
Cutlass fighter. Admiral Russell testified that the Navy had a great 
deal of trouble getting the J46 into service, necessitating cutbacks in 
the Cutlass program. He said the engine was performing reasonably 
well, but “It is not an engine we would be happy with.” (See hearings, 
p. 56.) -Mr. Smith attributed these cutbacks to Westinghouse delays 
in getting the engines into volume production. (See hearings, p. 230.) 

ccording to Mr. Smith, Westinghouse has recognized the “unsatis- 
factory situations” quoted above and has taken steps to correct them, 
including the building up of technical manpower and facilities for 
research and development. He stated that Westinghouse is investing 
$1214 million of its own money in new research, development, and 
experimental facilities at the Government-owned plant in Kansas 
City, Mo. An additional $8 million of company funds has gone into 
the development of the new PD-33 engine, which Westinghouse con- 
siders a very successful engine and hopes to sell to the Government. 
(See hearings, pp. 213-214.) 

These Westinghouse investments, in the light of the huge Govern- 
ment outlays and the substantial investments of funds for research 
and development by other aircraft engine manufacturers, seem modest 
indeed. We have the Navy’s testimony, and Mr. Smith’s admission, 
that Westinghouse was the least aggressive of the engine manufac- 
turers in using company funds for research and development. (See 
hearings, p. 234.) The subcommittee agrees with Westinghouse that 
a strong, competitive aircraft engine manufacturing industry is vital 
to technological and economic progress, and expresses the hope that 
Westinghouse will continue its work in this field. It suggests, how- 
ever, that Westinghouse’s expectation of future Government contracts 
will be more solidly grounded if it displays a much greater willing- 
ness to make investments for research and development of a magnitude 
commensurate with the role it. would like to play in the Nation’s mili- 
a aircraft program, 

"he Navy witnesses pleaded justification for their original develop- 
ment contracts with Westinghouse in 1947 and 1948 on the basis of 
the company’s prior success and projecetd promises in the jet engine 
field and not on a specific evaluation of the adequacy of its facilities. 
The Navy conclusion that Westinghouse was not properly equipped to 

rform successfully was “hindsight opinion” deduced from the fact of 

ailure, (See hearings, pp. 33, 39.) Doubtless it was true, as Com- 
mander Woodhull make out, that all companies had inadequate 
facilities at the time these contracts were let, and the Navy assisted 
Westinghouse “at every turn,” as Admiral Russell observed. (See 
hearings, pp. 38, 39.) The fact remains that the facilities were 
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inadequate, and negligence on this score must be ascribed equally to 
the Navy and Westinghouse. 

Aside from the failures in the Westinghouse development program, 
we come now to the question of performance in regard to the Westing- 
house -22 engines which finally were produced. Mr. Smith of West- 
inghouse emphasized, and Navy and McDonnell witnesses concurred, 
that all Westinghouse engines were produced according to thrust speci- 
fications. (See hearings, pp. 43, 149, 229.) Mr. Smith testified: 
That to the best of my knowledge and belief, there has never been an engine 


shipped out of the Westinghouse plant, since I have been there, that was not 
worthy of flight. It would not have been shipped had that been the case. (See 


hearings, p. 218.) 

Mr. Smith pointed out that the engine manufacturer must put his 
engines through rigid acceptance tests specified by the military serv- 
ices, and that if any engine tested does not meet the requirements of the 
acceptance test it is not delivered to the Government. He said: 

All Westinghouse J40—22 engines delivered to the Navy were so tested, and all of 
them met or exceeded their guaranteed thrust. (See hearings, p. 212.) 

Although Admiral Russell had described Westinghouse testing pro- 
cedures as “pretty far back in the horse-and-buggy days” (see hear- 
ings, p. 70), Mr. Smith contended that testing of engines was adequate 
before they left the plant, that the Navy had never advised otherwise, 
and that he knew of no way in which ground testing procedures could 
be improved. (See hearings, p. 225.) 

Admiral Beardsley explained that in aircraft procurement the Navy 
buys engines to specifications which cite the thrust under various con- 
ditions, the specific fuel consumption, and other requirements. Then 
the engine is required to meet military specifications through testing, 
which requires 150 hours for a development engine and 8 to 10 hours 
for each production engine. If these specifications are not met, the 
engine can be rejected by the Navy. 

As regards the Westinghouse -22 engines, Admiral Beardsley tes- 
tified that these met their thrust and specific fuel consumption specifi- 
cations and were accepted by the Navy. The only failure attributed 
to Westinghouse was the fact of behind-schedule deliveries, and this 
the Navy agreed to overlook. (See hearings, p. 93. 

Admiral Russell and other witnesses affirmed that the Westinghouse 
—22 engine met its rated specifications. In this respect, then, apart 
from any questions of cost or delivery schedules, Westinghouse met 
its requirements for the engines ordered and accepted by the Navy 
for McDonnell’s use as Government-furnished equipment. (See hear- 
ings, p. 43.) 

Although the Westinghouse -22 engines met the “house tests,” they 

roved to be unsatisfactory in flight operations. The Navy and Me- 
Donnell both applied to these engines the concept of “unreliability.” 

Captain Dietrich stated to the subcommittee staff investigators (see 

hearings, p. 219) : 


As stated previously, the engine the Navy wanted and had under development 
with WECO was the J40-10. Disappointing slow progress on this engine by 
WECO caused the Navy to order a production quantity of engines of lesser per- 
formance, the J40-22, in order to get important aircraft in the air to accumu- 
late flight experience on the airframe. The Navy received a limited quantity of 
these lesser performance engines, which experience has shown to be unsatis- 
factory due to lack of reliability, as a result of which the F3H-1/J40 combina- 
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tion has been grounded since July 7, 1955, as being definitely unsuited, if not 
unsafe for flight. 

Mr. McDonnell said is his prepared statement (see hearings, p. 
148): 

The J40 promised date of availability was repeatedly extended into the future, 
and the guaranteed flight performance of this engine was seriously downgraded. 
The flight program with the J40 engine was increasingly hampered by new and 
recurring reliability problems. 

Again, Mr. McDonnell distinguished reliability from thrust, spec- 
ifications as “an entirely different thing,” stating that at no time 
in the past 2 or 3 years did McDonnell pilots have confidence in the 
reliability of the Westinghouse engine. (See hearings, p. 169.) This 
testimony was qualified by Mr. Aldridge to the extent of saying that 
the engine was sufficiently reliable under the conditions of the McDon- 
nell flight ramp to make flying not- unduly hazardous, but definitely 
not sufficiently reliable for day-in day-out operations by a Navy service 
squadron. (See hearings, p. 192. 

Mr. Smith of Westinghouse testified that he had never known, until 
the subcommittee hearings, that the Navy considered the J40 engine to 
be unreliable. He understood that this description applied to the 
airframe-engine combination, not to the engine alone, “because the 
weight of the aircraft was too great for the thrust of the engine.” (See 
hearings, p. 219.) Further, he made the point that the engine manu- 
facturer is not in a position to guarantee flight performance, as Mr. 
vane above-quoted statement seemed to imply. (See hearings, 
p. 225. 

The possibility was acknowledged by Mr. Smith that engine troubles 
could duvelen in flight operations which were not detected in testing. 
Acceptance testing for engines, he said, occurs at simulated sea-level 
and engines act differently in altitude, although they are not neces- 
sarily subjected to greater strain. Certain mechanical defects which 
were revealed in flight, such as turbine blade failures, were acknow]l- 
edged by Mr. Smith to be the responsibility of Westinghouse. (See 
hearings, p. 226.) 

Another possibility is that defects in the airframe contributed to the 
flight difficulties. Mr. McDonnell testified that the airframe had 
“the usual number of bugs,” but the problems “were made more excru- 
ciating” by the fact that “delayed or unreliable” jet engines hampered 
flight testing. (See hearings, pp. 192~198.) 

Mr. Murray acknowledged that not all of the 47 or so planes on the 
McDonnell ramps had been tested for Navy performance specifica- 
tions. Since the planes probably never will be flown, McDonnell per- 
formance on this score is to some extent an unknown quantity. In 
Mr. Murray’s view, “we have demonstrated that the F3H-1 with the 
engine that was provided met the requirements that could be expected 
of that airplane with that engine.” He explained that under the 
terms of the McDonnell contract the firm was not responsible for the 
lack of Government-furnished engines to complete performance test- 
ing, and that the Navy accepted these aircraft provisionally as a 
routine matter. Title passed to the Government at the time progress 
payments were made to McDonnell. (See hearings, pp. 298-299. 

The question finally arises: To what extent can the flight difficulties 
encountered with the F3H-1N aircraft be attributed to either or all 
of three undisputed facts—(1) engine defects not revealed in ground 
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testing, (2) airframe defects, (3) acceptance and installation of 
engines which met their particular thrust specifications but were 
below the thrust originally specified forthe airframes? == | 

The evidence bearing on the answer to this question is highly 
technical, largely classified, and not altogether beyond dispute. The 
subcommittee does not doubt that all three factors were involved in 
the F3H-1N debacle. Understandably, the parties concerned took to 
defenses best calculated to support their respective positions. West- 
inghouse emphasized mainly the change in mission of the aircraft and 
its large increase in weight relative to the power of the engines. Mc- 
Donnell emphasized mainly the defects in the Westinghouse engine 
and its unreliability in operation. The Navy was inclined toward the 
McDonnell position. Both industrial participants put the final respon- 
sibility at the Navy’s door for ordering and accepting the engines 
which proved to be bien mecsemer ys & : 

These engines were designed for a lighter aircraft than the one in 
which they were installed, or, conversely, the F3H-1N aircraft was 
designed to carry a more powerful engine, the Westinghouse —10. 
Judging by engine performance specifications, the aircraft was under- 
powered. That fact stands out clearly, and the subcommittee assigns 
to it first rank in the causes for the failure of the aircraft-engine com- 
bination. Westinghouse bears a large share of the responsibility for 
failing to develop successfully the required —-10 engine, but the Navy 
and McDonnell stand responsible for deciding to install second-best 
or “derated” engines in the F3H-1N aircraft. 

Granting that numerous defects in these engines were revealed in 
flight testing, the hard fact remains that a fair test of their perform- 
ance never could be made in aircraft built for more powerful engines. 

The Navy ordered lower thrust -22 engines in substantial quantities, 
later advancing several lines of argument in justification, as noted 
elsewhere in this report. Figuring in the Navy’s consideration of the 
actions taken were 1) a rather desperate desire to get engines, whether 
good enough or not, for the airframes under production; (2) the excite- 
ment of the Korean crisis and the need for more aircraft; and (3) the 
expectation that the underpowered aircraft would be useful in flight 
testing and pilot training while waiting for the production and fleet 
use of the F3H-2N aircraft with the Allison J71 engines. 

Whereas Secretary of the Navy Thomas hung the failures on “inade- 
quate procurement procedures” of the past, Admiral Russell said, 
“* * * recognizing the grave responsibility of those involved at the 
time, I think the decisions, if I had to make them, would probably 
be made in the same fashion.” Admiral Russell made it plain that 
no political factors motivated the decisions that were made. (See 
hearings, pp. 142-143.) 


END RESULTS OF DEMON AIRCRAFT PROGRAM 


What will the Navy have to show for its war of more than $500 


million in the Demon aircraft program? The first 60 aircraft 
(F3H-1N) will not be a part of fleet inventories of combat-serviceable 
aircraft. Nor will they be used in flight. (See hearings, pp. 142, 
259.) “They are going to training schools,” Admiral Russell said, 
“so that the mechanics can learn how a turboengine iooks inside.” 
(See hearings, p. 45.) He indicated that 100 requests already had 
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been received from service schools for these aircraft and engines ‘to 
train mechanics and for other uses, such as target practice. (See 
hearings, pp. 46, 61.) The subcommittee does not doubt that aircraft 
costing $214 million each will find a ready demand for these purposes. 

More precisely, the inventory of the first 60 aircraft may be divided 
into two parts. Of the first 30, 5 have been destroyed in crashes; 4 
are at Navy test-flight installations; and the remaining 21 will be 
transferred from the McDonnell plant to the Navy Technical Training 
Command at Memphis, Tenn., for training in maintenance of jet 
engines and aircraft, and possibly for such other nonflying uses as 
vibration studies of airframes. (See hearings, pp. 62, 257.) 

Of the second 30 aircraft, 4 have been backfitted with J71 engines; 
the disposition of the remaining 26 was not decided at the time of the 
hearings. 

In his prepared statement, Admiral Russell said that these 26 planes 
could be converted to use the J71 engine whereas the first 25 would 
require such extensive modification as to make conversion unfeasible. 
(See hearings, > 29.) Mr. McDonnell said that if the Navy would 
supply proven J71 engines, his company would backfit all 51 aircraft 
and provide a plane to fly with relative safety, although not necessarily 
good enough for the latest combat requirements. He noted that the 
second 26 would be easier to backfit than the first 25. (See hearings, 
pp. 191, 297.) ; 

It was developed in the hearings that the Navy has no firm plans 
to backfit any of the F3H-1N aircraft with J71 engines (except for 
the four already backfitted). According to Admiral Dixon, back- 
fitting would require major — of the airframes. To convert 
all 54 planes would cost $28 million; to convert the second 26 would 
cost $15 million. (See hearings, p. 255.) The cost of backfitting 
the four planes already converted was estimated at $450,000 each. 
(See hearings, p. 63.) 

Moreover, backfitted planes, Admiral Dixon maintained, would be 
inferior to the production-line F3H-2N’s (61st plane and following) 
because the wing of the latter had been modified to increase their 


performance. In Admiral Dixon’s view, the expense of backfitting 
was not warranted at this time; the Navy preferred to put the $28 
million required for such a project into uction of the new F3H-2N 
aircraft. (See hearings, p. 256.) 

Admiral Russell suggested that it might be better to hold the second 
26 F3H-1N aircraft as a war reserve, backfitting that many if an 
emergency arose. (See heari - Pp. = In September 1955 the 

to the 


Bureau of Aeronautics recommen Chief of Naval Operations 
that the second 26 F3H-1N aircraft be allocated to the same type of 
nonflying projects in which the first group will be utilized. 

For the 51 aircraft remaining of the 60 F3H-1N’s there are 107 
Westinghouse -22 engines available. Mr. Murray of the McDonnell 
firm testified that engines were presently installed in only 11 of the 
47 planes standing on the McDonnell ramps. He said that deliveries 
from Westinghouse had been insufficient to fit all the planes. (See 
hearings, pp. 298, 301.) Admiral Beardsley noted that -22 engines 
had been installed 108 times in 20 different airframes at one time or 
another in McDonnell flight testing. (See hearings, p. 283.) Mr. 
McDonnell said that 23 of the first 60 aircraft actually had flown with 
Westinghouse engines. (See hearings, p. 191.) 
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Since the majority of the F3H-1N aircraft never had engines 
installed in them, and since flying operations with these aircraft are 
now halted, it is unlikely that the 107 engines will have other than 
training or other secondary uses. In fact, the last 40 of the engines 
to be delivered by Westinghouse have been accepted by the Navy 
without undergoing regular testing. These engines have gone only 


through the “green run.” Before use in aircraft, they would have 
to be broken down, inspected, and put together again. (See hearings, 
pp. 237, 256.) 

Furthermore, to maintain those engines for flight operations, Ad- 
miral Russell emphasized, would require expensive spare parts and 
trained mechanics; consequently they would be used for aircraft only 
in the last resort. (See hearings, pp. 61, 256.) 

Those Westinghouse engines not already assigned to training uses 
will be stored in their delivery cans awaiting further disposition. 
The Navy considers storage of these engines more economical than 
installing them in grounded aircraft. Admiral Russell has indicated 
that the Navy will find uses for them rather than declare them sur- 
plustoitsneeds. (See hearings, pp. 301-302.) 

Thus, after 8 years of development and experimentation with West- 
inghouse J40 engines, the Navy has written these off the books, to- 
gether with 60 F3H-1N aircraft (except 4 backfitted with J71 en- 
gines), from the standpoint of fleet use. The Demon fighter program 
now consists of some 220 F3H-2N aircraft to be fitted with J71 
engines, initial deliveries of which are expected to go to the fleet “in 
the near future,” according to Mr. McDonnell. (See hearings, p. 148.) 
The first flight of an aircraft with the J71 engine was made in January 
1955. (See hearings, p. 57.) 

In reviewing the events which led the Navy to adopt his company’s 
recommendation for a shift to the new engine, made back in April 
1952, Mr. McDonnell observed: “The Allison J71 program which 
resulted: was by no means free of delays and functional difficulties, 
but a reliable engine with adequate power has been the end result.” 
He also described the F3H-2N aircraft with these engines as “a 
superior weapon to fill a real need.” (See hearings, p. 148.) 

Admiral Russell said he entertained the same high hopes for the 
reliability of the J71 engine. (See hearings, p. 193.) He pointed 
out that the J71 had only passed its 150-hour qualification test as re- 
cently as July 1955, “so we were dealing in an area of uncertainty in the 
J7lengine.” (See hearings, p. 275.) 

In view of the rapid obsolescence which overtakes such aircraft, and 
the unrelenting competitive demand for new and better aircraft to 
match or excel Soviet Russian performance, the subcommitee doubts 
that the Demon fighter will be an important. addition to the fleet. 
Mr. McDonnell expressed the opinion that the Demon “could smash 
out of the skies any airplane on either side that showed up in the 
Korean war.” He did not believe that 2 years from now the Demon 
would be very effective against the machines of any first-class power. 
(See hearings, p. 191.) 

The subcommittee is not at liberty to divulge briefing informa- 
tion received in executive session on the technical performance char- 
acteristics of the Demon general purpose all-weather fighter. It can 
only say that this performanee is yet to be proved in-fleet use. 
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SUBCOMMITTEE FINDINGS AND RECOMMENDATIONS 


(1) The Navy expended more than $500 million for 280 aircraft in 
the Demon fighter program, of which the first 60 aircraft, costing at 
least $154 million, will be limited (4 pore gay to nonflying uses. The 
other 220 planes have not yet been tested in fleet use and now or soon 
may be obsolete. The expenditures in the aggregate were excessive 
when judged by the end results. 

(2) The excessive expenditures and the numerous difficulties en- 
countered in the program were due in part to the compounding of 
errors in judgment and in part to factors beyond the immediate con- 
trol of the parties concerned. There were no indications of dis- 
honesty or improper influence in the awarding or termination of the 
airframe and engine contracts. 

(3) The Navy, Westinghouse, and McDonnell must share the re- 
sponsibility for errors of judgment and waste of public funds. The 
final responsibility rests with the Navy as the Government procur- 
ing agency. ‘This responsibility extended through the life of the 
contracts under review. Errors and lack of good judgment were not 
confined to any one decision or point in time. 

Recommendation: The Secretary of Defense should direct a 
study of Government personnel engaged in aircraft procurement 
and make recommendations to insure that Government procure- 
ment officers are of the caliber and competence required to handle 
this multibillion-dollar enterprise. 

(4) The Navy has not been aggressive in developing techniques to 
reduce the chances and costs of failure in performance on aircraft and 
engine contracts. The prevailing attitude is one of resignation to 
the inevitability of frequent failures in development and “slippages” 
in production, and fear that the enforcement of penalty clauses in 
contracts will discourage technological progress. 

Recommendation: In view of the predominance of Govern- 
ment financial support to the aircraft manufacturing industry, 
the Secretary of Defense should make a complete reappraisal of 
contractor incentives and develop new incentives to perform. 

(5) The risk of the Navy’s initial reliance on Westinghouse as a 
single source of engines for various aircraft was enlarged by the 
inadequacy of the contractor’s research and experimental facilities. 
The subcommittee has no evidence that the Navy weighed these factors 
with sufficient care before committing itself to large contracts for 
engine development and production. 

Recommendation: In sponsoring design competition for new 
aircraft, the Navy should make sure that the aircraft manu- 
facturer has a real choice among several engines of comparable 
performance specifications. 

(6) Limited coordination with the Air Force in the engine field 
narrowed the Navy’s opportunities to take protective action against 
failure. The priority of Air Force requirements for the Allison J71 
engine delayed the Navy’s selection of an alternate engine when West- 
inghouse development did not materialize. 

The subcommittee senses a costly and overzealous competition be- 
tween the Air Force and the Navy for control of aircraft-production 
resources notwithstanding the apparent cooperation through plant 
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cognizance programs which divide up supervision of these resources 
between the two rnp 4 aircraft arms. 

Recommendation: The Secretary of Defense should establish 
a system of allocating engine-production priorities and methods 
of coordinating Navy and Air Force procurement planning for 
optimum use of research and development and production re- 
sources in the aircraft industry. 

(7) The Navy and Westinghouse both underestimated by a wide 
margin the time and facilities required to develop a new jet engine of 
much greater power than existed at the time the development was 
commenced. Oenronciniahn and inadequate planning at the start, 
aggravated by emergency demands during the Korean conflict, led 
the Navy to make premature and unrealistic production contracts for 
engines and airframes, which finally had to be canceled in large part 
at considerable cost to the Government. 

(8) The Navy ordered large quantities of Westinghouse engines 
with performance specifications below those required for the F3H-1N 
aircraft. Procurements of this magnitude were unwarranted, par- 
ticularly since the engines were intended for temporary uses, with 
all parties concerned Loose that the engines were not up to per- 
formance specifications for aircraft of the designated size and weight. 

(9) McDonnell was alert in recognizing the unlikelihood of timely 
engine deliveries from Westinghouse aid in recommending the de- 
velopment of alternate engine sources for the F3H-1N as early as 
July 1951, But McDonnell’s desire to get engines to accommodate the 
airframes on its production lines led it to propose later that “down- 
graded” Westinghouse engines be installed in all airframes then under 
contract, despite an awareness that the aircraft-engine combination 
would be “disappointingly underpowered.” 

(10) Westinghouse failed to develop successfully the higher thrust 
engines required for the aircraft, and its lower thrust engines showed 
many defects in flight not revealed in ground testing. However, these 
lower thrust engines met their particular ifications under pre- 
vailing engine-testing procedures, and the Navy and McDonnell are 
responsible for accepting and installing them. 

Recommendation: So long as the Navy procures engines for 
delivery to the aircraft manufacturer as Government-furnished 
equipment, the engine manufacturer should be required to subject 
engines to full-scale altitude testing before Navy acceptance. 

(11) The so-called FIRM plan (Fleet Introduction of Replace- 
ment Models) which the Navy has advanced as a formula for im- 
proved aircraft procurement would not have prevented in any signifi- 
cant sense the difficulties encountered in the F3H-1N aircraft pro- 
gram. The FIRM plan is being revised before it has been hardly 
tried in practice because it represents a too leisurely approach to air- 
craft procurement. 

(12) Although the Navy has taken some steps to increase airframe 
manufacturers’ responsibility for coordinating aircraft components, 
present aircraft Rrvoneen pe is characterized by dispersion of respon- 
sibility and by disjointed relationships among the engine manufac- 
turer, the Navy, and the airframe manufacturer. The subcommittee 
believes that responsibility should be centered in the airframe manu- 
facturer for procurement of engines and other aircraft components. 
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Recommendation: The Navy.should give serious consideration 
to, and extend its experimental planning for, transfer to the air- 
eraft manufacturer of primary responsibility for procurement of 
engines and for package delivery of flight-tested aircraft. 

(13) While engine and airframe difficulties contributed to the flight 
difficulties of the F3H-—1N aircraft, the subcommittee believes that 
the use of engines below performance specifications for the aircraft 
outweighed other factors. The reliability of Westinghouse engines 
in flight could not be tested fairly in aircraft designed to use engines 
of higher thrust rating. 

(14) The subcommittee deeply regrets the deaths and injuries of 
pilots which occurred in the testing of the aircraft. These unfortunate 
accidents led to a halt of flight operations with F3H-1N aircraft. 
However, the Navy, Westinghouse, and McDonnell are not wholly in 
agreement as to the causes of the accidents. The subcommittee be- 
lieves that these causes cannot be assigned exclusively to defects in the 
Westinghouse engines. 

(15) Bureau of Aeronautics representatives stationed at the Mc- 
Donnell plant were alert and diligent in reporting incidents of 
damage to engines, and McDonnell was responsive in its efforts to 
take corrective actions, although the sucommittee does not pass on 
the sufficiency of these actions or on the question of McDonnell’s lia- 
bility. There is no conclusive evidence that flight difficulties or air- 
—_ accidents were caused by foreign objects left in engines at the 
McDonnell plant. 

(16) In several instances Westinghouse was unaware of impor- 
tant information bearing on its engine performance which the Navy 
or McDonnell had acquired. The subcommittee believes that engine 
and other aircraft component manufacturers should have complete 
and prompt access to all subsequent test findings or other data on their 
products. Closer coordination and fuller exchange of information 
through Bureau of Aeronautics representatives at contractors’ plants 
would contribute to this end. 

Recommendation: The Navy should establish procedures 
whereby engine and other aircraft component manufacturers 
should be promptly, fully, and mutually advised of all subsequent 
testing and other data, including adverse information, affecting 
their products, through coordinated action of the Bureau of 
Aeronautics representatives stationed at contractors’ plants, or, 
in certain cases, through the Chief of the Bureau of Aeronautics. 

(17) Despite Westinghouse’s failure to develop and produce the 
J40-10 engine specified for the aircraft, or to meet its delivery sched- 
ules for the other engines under production, the Navy never con- 
sidered Westinghouse in default on its contracts. All contract termi- 
nations were made at the “convenience of the Government,” a pre- 
vailing practice in Navy terminations of large aircraft contracts. 
Furthermore, the frequent and protracted use of letters of intent 
instead of definitive contracts precluded the exercise of default pro- 
visions. 

Recommendation: The General Accounting Office should make 
a survey. of military contract termination procedures, including 
the number and duration of letters of intent which are outstand- 
ing in the Navy, Air Force, and Army, and evaluate the extent to 
which the Government’s interests are jeopardized by failure to 
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exercise default privileges or by frequent and protracted use of 
letters of intent which contain no provisions for default; such sur- 
vey and evaluation to be submitted to the Congress with remedial 
recommendations. 

(18) The subcommittee makes no charge of impropriety in the strict 
legal sense concerning McDonnell’s employment of Adm, Lloyd Har- 
rison (retired), former Deputy and Assistant Chief of the Bureau of 
Aeronautics. However, the subcommittee observes the tendency of 
large industrial firms to recruit retired military officers, which en- 
larges the possibilities for official actions to be shaped by their effect 
upon prospective employment in industry. 

Recommendation: The Secretary of Defense should review 
the laws and regulations relating to the employment in industry 
or Government of retired military officers and make recommenda- 
tions for their clarification and amendment to protect military 
officers and the public as well. 





ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


A careful study of the report does not justify all of the criticism 
carried in it, nor does that criticism appear to be justified by the testi- 
mony taken at the hearings. 

Our investigation was concerned with a single procurement action 
which was undertaken during wartime conditions, when the United 
States fleet needed in the shortest possible time a new airplane with 
advanced capabilities. 

When the major events we have reviewed occurred, the decisions 
reached were based on the judgment of some of the finest brains of 
the most experienced men in the aeronautical industry. It is more 
than probable that those decisions would be duplicated today, were 
the conditions the same. 

This conclusion seems to be justified by the testimony of the test 
pilot hereinafter referred to. 

Adopting Monday morning quarterbacking methods, we are criti- 
cizing decisions made in a time of stress and emergency—criticism 
which fails to properly evaluate the conditions which then existed. 

Due to the Korean action, the Navy was faced with the necessity 
of making courageous and pioneering judgments to assure the con- 
tinuity of our air superiority and an adequate national defense. 
Historically, McDonnell and Westinghouse had proven their capa- 
bilities in designing warplanes and producing advanced jet engines. 
With this in mind, Bureau of Aeronautics personnel chose the Demon. 

During the course of the hearings, we had expert testimony from 
the senior Navy test pilot on this aircraft, Comdr. Nicholas J. Smith, 
who had extensive experience, both under wartime conditions and in 
test-flying aircraft. It was his opinion that the F3H-1 was, and is, 
a fine airframe. 

He was asked in direct examination his opinion of the validity of 
the decision by the Navy Department to continue, in the face of de- 
velopment difficulties, to try to secure from Westinghouse Co. the 
engine required for the airplane. On the basis of his extensive flight 
test experience with this pene even with the difficulties he encoun- 
tered, he agreed completely that the program should have been con- 
tinued. He was asked (printed hearings, p. 139) : 

Mr. HorrmMaNn. Now, if it had been up to you to throw that contract with 
Westinghouse and that engine right out the window or to go ahead and attempt 
to make improvements, correct any defects there were, what would you have 
done? Maybe that isn’t a good question to ask of you in view of somebody else 
having the responsibility, but as long as they have been asking you (for) your 
personal opinion, you should feel free, and I don’t think the Navy is inclined to 
criticize anybody for having an opinion. What would you have done? 

Commander SmirH. As was stated before, sir, we were searching for the best 
in whatever it may be, as strongly as we can for a fighting machine which will 
keep our people ahead of others. 

I would have kept on with the program, the Westinghouse program, person- 
ally, with the hope that we would get the engine we want. We wanted the 40-10, 
and we still needed it badly at that time. I would not have stopped the pro- 
gram at the time I went in. 
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He went on to point out that temporary failures, grounded airplanes, 
and the loss of pilots’ lives in this highly dangerous business of air- 
plane development were unavoidable in every new development. 

It is impossible to agree with the finding that the Navy is building 
and buying 220 “now or soon to be obsolete” aircraft. ‘The evidence 
does not justify the finding that the F3H-2N can be so characterized. 

Our investigation was concerned only with the F3H-1 aircraft. 
The 220 now being procured are F3H-2N aircraft which are now be- 
ing introduced into fleet operations. This is an airplane that can be 
expected to perform successfully throughout a normal service life. 
Available evidence would seem to indicate that it will compare favor- 
ably with the aircraft it can expect to face in the hands of a potential 
enemy. 

Insofar as the report concerns itself with an isolated procurement 
action, our staff has exerted every effort in accumulating the facts in- 
volved and should be congratulated therefor. 

The record does not justify the drawing of sweeping conclusions in 
regard to all procurement actions. Nor is a report based upon the 
testimony taken by this committee a proper vehicle for the inference 
that Navy procurement policies and procedure are properly subject 
to the criticism voiced. 

Our report might well have made mention that practically every 
recommendation we have made was under serious and active considera- 
tion by the Department before our investigation was even ordered. 

It is my understanding that the FIRM plan, which has been treated 
rather lightly in the report, is actually designed to eliminate many 
of the circumstances about which complaint has been made. The plan 
will cut down the time in which the capabilities of an airframe may 
be determined and reduce lead time between conception and fleet 
introduction of a new weapons system. 

It is doubtful if any member of the committee or of the House has 
been more vocal and at times active in criticism of some of the waste and 
inefficiency which inevitably has occurred, not only in connection with 
the activities of the armed services in all its branches, with the execu- 
tive departments, than have I. 

A few hours’ consideration of legislative procedure during the past 
20 years, during which it has been my ceinilage to sit in the Congress, 
and less than an hour’s quiet reflection force me to the conclusion that, 
while there is altogether too much waste and inefficiency in the armed 
services and in some of the executive departments, the legislative 
branch and its committees might have, on more than one occasion, 
attempted to set an example of an efficient, less wasteful procedure 
or operation. 

With the admonition that the executive departments, and especially 
the armed services, whose operations are spread all over the world, 
make an extra effort to eliminate waste and bad decisions, might well 
go a resolution that the Congress and its committees (and reference 
is not here made to the activities of this subcommittee) exercise 
greater diligence in the conduct of investigative and legislative 
functions. 

Respectfully submitted. 

Crare E, Horrman. 
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a Mr. Dawson of Illinois, from the Committee on Government 
41 Operations, submitted the following 


ELEVENTH INTERMEDIATE REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 











On March 7, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee studying 
automobile leasing by Bureau of Indian Affairs, Department of 

% the Interior. 

f After full consideration of the report as submitted by the subcom- 

: mittee, upon motion made and seconded, the report was approved 

and adopted as the report of the full committee. The chairman was 

directed to transmit a copy to the Speaker of the House. 


INTRODUCTORY STATEMENT 





This report covers the findings of the Public Works and Resources 
Subcommittee of the House Committee on Government Operations in 
its inquiry into a leasing agreement between D. L. Peterson, trustee, 
and the Bureau of Indian Affairs, dated September 10, 1954, for 39 
passenger vehicles. The leasing agreement was negotiated without 
competitive bidding on the basis that the lessor was the “only source 
of supply,” and, therefore, came within the exception (3) of section 
3709, Revised Statutes; as amended (41 U.S. C. 5). The firm of 
Peterson, Howell & Heather, Inc., Baltimore, Md., administers all 
leasing contracts for D. L. Peterson. 

The leasing agreement provided that vehicles would be furnished 
at any point in the United States at a fixed percentage of the original 
cost of the vehicle; for the first year it was 2.5 percent per month, 
or 30 percent per year. Of the 30 percent, 4 percent was for the 
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Mutual Life Insurance Co. of New York for putting up the money 
for purchasing the vehicles; 2 percent was for Peterson, Howell & 
Heather, Inc., for services, and, 24 percent was for depreciation. The 
lessee was to pay all costs, expenses, fees, and cha incurred in con- 
nection with the use and operation of leased vehicles during the lease 
term, including gasoline, oil, repairs, tires, bodily injury and property 
damage insurance, license fees and taxes (except Federal or State 
income taxes). 

In a decision dated April 27, 1955, the Comptroller General declared 
the leasing agreement void since it was negotiated without competitive 
bidding, contrary to the provisions of law. 

The hearings before the subcommittee further disclosed that the 
Bureau of Indian Affairs on June 2, 1955, issued invitations to bid 
Nos. P-108 and P-109, which called for bids by June 17, 1955, for 
the leasing of 39 passenger-carrying vehicles for use at the Cherokee 
Agency, Cherokee, N. C., and the United Pueblo Agency, Albuquerque, 
N. Mex. According to the invitations to bid, the vehicles were to be 
delivered by July 1, 1955, and were to be 1955 models, driven not 
more than 15,000 miles. 

In a decision to the Secretary of the Interior on June 24, 1955, the 
Assistant Comptroller General stated that the time limitation pro- 
vided in the invitations for delivery was insufficient to allow the free 
and open competition required by section 3709, Revised Statutes, and 
no award should be made under either invitation. 


CONCLUSIONS 


1. There was a lack of reliable and meaningful data in the Bureau 
of Indian Affairs, concerning the cost of operation and maintenance 
of Government-owned vehicles. 

2. It is costing the Government excessive amounts to adhere to 
the minimum replacement standards for Government-owned motor 
vehicles (6 years or 60,000 miles). 

3. The Bureau of Indian Affairs had not availed itself of the results 
obtainable from a competent and complete inquiry as to possible 
sources Of supply of automobile rental concerns. The evidence 
demonstrates that open competition would have resulted in substan- 
tial savings to the Government. 

4. The failure and refusal of the Bureau of Indian Affairs to submit 
the proposed leasing contract to the Department’s Solicitor’s Office 
for review as to its legality, including the Bureau’s authority to enter 
into it, indicates a lack of coordination in the Department of the 
Interior. 

5. The failure of the Bureau, after receipt of the Comptroller 
General’s ruling to issue invitations to bid from April 27, 1955, to 
June 2, 1955, in the light of the alleged dire need for transportation 
from and after June 30, 1955, appears to be without justification. 
Also, there was an apparent disregard of the normal procurement 
procedures and time element, in requiring delivery of 39 vehicles by 
July 1, 1955, when the bids were not to be opened until June 17, 1955, 
and perhaps not accepted until some time later. This properly led 
the Comptroller General to conclude that no award should be made 
under either invitation. 
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6. In the light of the Government’s proposal to assume all operation 
and maintenance costs and of testimony concerning terrain conditions 
on many of the reservations, as well as the alleged reason for leasing as 
contrasted to owning vehicles, there appears to be no justifiable 
reason for offering to accept used cars with up to 15,000 miles; as a 
matter of fact, there does not appear to have been any rational 
basis for accepting anything but new vehicles in any event. The 
proposal to accept used cars, coupled with the fact that the cars 
called for in the invitations to bid were identical with the descriptions 
in the purchase orders issued to the lessor and with the short time 
allowed for delivery of the vehicles, strongly indicates at the very 
least an expectation that the lessor under the voided lease would 
be the successful bidder. 

7. From the evidence adduced, it appears that, under existing 
Government discounts on automobile purchases, it is cheaper for the 
Government to own rather than to lease passenger-carrying vehicles. 

8. The invitations to lease automobiles, when finally issued, were 
poorly drawn in that the Bureau could have no idea whether a bidder 
was offering new or used cars. Since the Bureau assumed all main- 
tenance and repair expenses, this lack of knowledge made it impossible 
for the Bureau properly to evaluate the bids submitted. 


RECOMMENDATIONS 


1. There appears to be a need for a complete survey and study of 
the operating and maintenance costs of the Government fleet of 
vehicles. At the present time, the data appears to be sketchy and 
incomplete. Until competent and meaningful figures are secured, it 
appears to be an insuperable task either to know what it is costing 
the Government to operate and maintain its fleet; or, to make any 
comparison as to the alleged savings in leasing as contrasted to out- 
right ownership. 

Furthermore, the committee was dismayed by the lack of meaning- 
ful information on the operating and maintenance costs for motor 
vehicles in the Government. The General Accounting Office is re- 
quested to cooperate with the General Services Administration in 
establishing adequate reporting requirements for the agencies of their 
operating and maintenance costs, including the related distribution of 
expenses and overhead costs, in order that uniformity in the agency 
reports may thus be obtained. This should substantially improve 
the usefulness of the General Services Administration annual motor 
vehicle report. 

2. The Congress and pertinent executive agencies should give 
immediate consideration to adopting more realistic replacement stand- 
ards for motor vehicles. 

3. Consideration should be given to legislation establishing ceilings 
on the amount that can be expended for the rental of motor vehicles, 
as well as the number of vehicles than can be rented—similar to exist- 
ing legislation which limits the amount of money that can be expended 
for the purchase of passenger vehicles. 


4. While the law does not require same at the present time, con- 
sideration should be given to requiring performance bonds be filed 
with all bids for procurement of motor vehicles. 
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The Public Works and Resources Subcommittee has the responsi- 
bility of examining the operations of the Department of the Interior, 
and related agencies, from the standpoint of economy and efficiency. 
The subcommittee is cognizant of the problems confronting the 
Bureau of Indian Affairs in providing necessary transportation for its 
employees in connection with their work. Such transportation must 
be furnished in accordance with the laws of the United States as pre- 
scribed by the Congress. 
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BACKGROUND 


Motor vehicle replacement standards 


The General Services Administration, with the cooperation and 
assistance of other Federal agencies, has established minimum re- 
placement standards as regulations and guides for the replacement of 
Government-owned motor vehicles. For automobiles, the current 
standards are 6 years or 60,000 miles, whichever comes first. For 
trucks and other units, they are slightly higher, depending on the 
average normal life expectance of each type of vehicle. 

The replacement standards were first developed several years ago 
and were intended eventually to be maximum and not minimum 
standards. The necessity for replacement of overaged and wornout 
vehicles subsequent to World War I, followed by a scarcity of critical 
materials resulting from the Korean situation, required the continua- 
tion of the standards as minimum requirements and to date there has 


been no implementation of regulatory maximum replacement limi- 
tations. 
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The cost of maintenance increases in direct proportion to the 
increase of the average of the vehicles. In recent years, industry 
has established the fact that fleets of vehicles which are replaced at a 
predetermined age of the highest economic return, which is before 
eg maintenance expenses are incurred, can be gg a great 
deal more economically than those fleets where the vehicles are 
retained year after year. The Federal Government owns and oper- 
ates the largest fleet of commercial vehicles in the world. The latest 
available reports indicate an inventory of approximately one-quarter 
million automobiles and commercial-type trucks used in carrying on 
the Government’s everyday activities in the United States, its Terri- 
tories, and possessions. This does not include vehicles used for troop 
training or tactical purposes. It appears that a revision of the mini- 
mum replacement standards jon result in a considerable saving to 
the Government. 

At the present time each agency and major subdivision thereof 
includes in its annual budget submission an inventory of its motor 
vehicles and estimates of its needs for annual replacements or additions. 
Theoretically, these estimates provide the basis for determining the 
authorizations for replacement of those vehicles which are of an age 
in excess of the replacement standards, and for which the agency can 
substantiate a requirement. These estimates and inventories are 
subject to investigation, review, and revision by representatives of the 
Bureau of the Budget and the Congress and, as a result thereof, the 
annual appropriation acts contain authority for (or, they restrict or 
prohibit) the acquisition of additional or replacement motor vehicles, 
with the principal emphasis on passenger-carrying vehicles. Pas- 
senger-carrying vehicles represent only 25 percent of the Federal 
fleet but, in the main, this report will deal with passenger-carrying 
vehicles because there are few, if any, limitations on the acquisition 
of trucks. 

The specific legislation authorizing the Department of the Interior 
to purchase passenger-carrying vehicles during the time involved in 
this hearing may be found in section 107 of Public Law 465, July 1, 
1954 (68 Stat. 374). The Department of the Interior is authorized 
to hire vehicles under section 106 of Public Law 465, July 1, 1954 
(68 Stat. 361). 

As of June 30, 1954, the Bureau of Indian Affairs (for brevity, 
sometimes referred to in this report as BIA), had on hand 1,274 
passenger cars; of which number 387 had been driven in excess of 
60,000 miles and 450 were in excess of 6 years in age, a total of 837 
cars. In accordance with the limitations contained in the 1955 
appropriation act, the Department of the Interior was limited to 
acquiring 200 new passenger vehicles; and, of said number, the 
Bureau of Indian Affairs was allocated 50 vehicles.' 

On August 10, 1953, Glenn L. Emmons became Commissioner of the 
Bureau of Indian Affairs. According to Mr. Emmons, in June of 1954, 
the management staff made a routine inspection of the Cherokee 
Agency and one of the recommendations was that a study be made to 
determine the feasibility of leasing cars “as a more efficient and 
economic means of furnishing needed transportation.” ? It was fur- 
ther related by Mr. Emmons that a second and more specialized group 
returned to Cherokee in July of 1954 to study the probable effect of 





iD. J. Proulx, see hearings, p. 131. 
2 See hearings, p. 76. « 
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leasing cars as recommended; and, that he personally reviewed the 
recommendations and authorized the experimental project. In com- 
menting on the project, Mr. Emmons testified: 

What we had in mind basically was a 2-year test to determine as objectively 
as possible and scientifically as possible whether it was in the best interests of the 
Government to purchase or rent autos. In order to make the test, we planned 
to operate at Albuquerque and Cherokee with 39 rented cars; and compare oper- 
ating costs on 39 selected autos in BIA’s fleet of approximately 1,300 Government- 
owned cars. Hoped it would lead to facts and figures that might eventually lead 
to substantial long-range savings in our costs of doing business. Albuquerque 
was included in test simply to provide more cars for the test.’ 

It was admitted by Mr. Emmons that the BIA never had taken steps 
to determine if it was managing its fleet in the best possible manner.‘ 

Concerning the aforenoted two inspections made “‘on the ground” at 
Cherokee and the recommendations emanating therefrom, it was testi- 
fied by Mr. Proulx (who was a member of the second group) that ‘‘no 
formal recommendation was made regarding the leasing of cars. Just 
made by word of mouth.”* It further was developed during the 
course of the hearings that from beginning to end all consideration of 
the leasing of cars within the Bureau of Indian Affairs was conducted 
verbally ; at least, there appear to have been no written records, memo- 
randa, reports or recommendations made from the time of the initial 
routine survey to and including the discussion of the matter by Com- 
missioner Emmons ‘with his staff. Also the negotiations with Peter- 
son, Howell & Heather, Inc., were verbal,® until the written agreement, 
dated September 10, 1954.’ Mr. Proulx admitted that while the com- 
plicated (12 pp.) leasing contract was a complete innovation in the 
Bureau of Indian Affairs, nonetheless, neither it nor its manner of 
negotiation was ever submitted to the Solicitor’s Office for legal ap- 


proval as to compliance with the laws of the United States despite the 
request of the Mutual Life Insurance Co. of New York, which financed 
the lessor.’ 

The poor judgment involved in this refusal to consult their lawyers 
was clearly shown when the Comptroller General later declared the 
leasing contract to be void for lack of competitive bidding. 


NEGOTIATION OF LEASE AGREEMENT 


On September 10, 1954, “Agreement by and between D. L. Peterson 
and the United States Department of the Interior, Bureau of Indian 
Affairs, for the leasing of vehicles,” contract No. 14—20-650-186, was 
signed by Acting Commissioner W. Barton Greenwood and Harle 

. Howell.® The agreement provided that vehicles will be furnish 
at any point in the United States at a fixed percentage of the original 
cost of the vehicle; for the first year it is 2.5 percent per month or 
30 percent per year. Of the 30 percent, 4 percent is for the Mutual 
Life Insurance Co. for putting up the money for purchasing the 
vehicles; 2 percent is for Peterson, Howell & Heather’s services; and, 
24 percent is for depreciation. The lessee can obtain a new vehicle 
whenever it is desired, after 12 months; and, in the event the turned-in 


See p. 135. 
* Exh. E, see hearings, p. 87; H. W. Howell, seo hearings, pp. 7-11. 
? Exh. B, see hearings, p. 58. 
Re oa fe Le ge . pp. 140-142; memorandum from Solicitor J. R. Armstrong, dated Apr. 18, 1955, 
m No, 5, appendix. 
* Exhibit B, see hearings, p. 58. 
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vehicle brings less than the accumulated depreciation reserve, the 
lessee is obligated to make up the difference—if the vehicle brings more 
than the accumulated depreciation reserve, the lessor will refund same 
to the Government. The lessee pays all costs, expenses, fees and 
charges incurred in connection with the use and operation of leased 
vehicles during the lease term, including gasoline, oil, repairs, tires, 
bodily injury and property damage insurance, license fees and taxes 
(except Federal or State mcome taxes). It is to be noted that the 
agreement does not mention the number of vehicles to be furnished. 
According to Mr. Howell, the number of vehicles to be supplied is left 
open in the P. H. & H. standard leasing agreement; and, the lease 
with the BIA was identical with P. H. & H. standard agreement, 
except that the standard agreement requires not less than 100 vehicles 
be leased in the first 12 months. However, Mr. Howell related ‘at 
no time were P. H. & H. prepared to lease in excess of 50 cars, because 
it was determined by Mutual Life Insurance Co. of New York that 
they (BIA) had no authority to lease in excess of that number.” 
eterson, Howell & Heather, Inc., delivered to Cherokee, N. C., 
pursuant to BIA order No. CP-170 (55), dated November 17, 1954, 
4 Chevrolet, model ““Two-Ten”’ 8-cylinder, 4-door sedans and 1 Chev- 
rolet, model ‘“Two-Ten” 8-cylinder, 4-door station wagon." Pursuant 
to BIA order No. CP—171 (55), dated November 17, 1954, there were 
delivered to Albuquerque, N. Mex., 10 Chevrolet, model ‘“T'wo-Ten” 
8-cylinder, 4-door sedans; BIA order No. CP-172 (55), dated Novem- 
ber 17, 1954, 10 Ford, ‘‘Customline” 8-cylinder, Fordor sedans; BIA 
order No. CP-173 (55), dated November 17, 1954, 10 Plymouth 
“Savoy’”’, 8-cylinder, 4-door sedans; and, BIA order No. CP-174 (55), 
dated November 17, 1954, 4 Ford, 8-cylinder, 4-door station wagons. 
All of the aforenoted orders were signed by “Donald J. Proulx, Chief, 
Branch of Property and Supply” and contained the following notation: 

AvutTHorizep Equipment: If not included as standard equipment, each vehicle 
shall be supplied with: Deluxe heater and defroster; turn signals; R. H. sun 
pia ash tray and lighter; power windshield wiper; oil filter and oil bath air 
cleaner. 

The matter of the leasing of vehicles by the Bureau of Indian 
Affairs came to the attention of the subcommittee during the course 
of the hearings on Operations of the Alaska Road Commission.” 
Thereupon, a request was forwarded to the Comptroller General for 
his comments concerning the leasing contract “ and there was received 
a communication dated April 27, 1955, and attachments, one of which 
was the decision of April 27, 1955 (B-123491) to the Secretary of the 
Interior, declaring the lease agreement void.* The Comptoller Gen- 
eral’s letter to the chairman read as follows: 


ComprroLLeR GENERAL OF THE UNiTED SrarTes, 
Washington 25, April 27, 1956. 
Hon. Earn Cuuporr, 


Chairman, Public Works and Resources Subcommittee of the Committee on 
Government Operations, House of Representatives. 


Dear Mr. Cuareman: Letter of March 30, 1955, from the staff director of 
your subcommittee, requests our comments on an agreement (contract No. 14-20— 
650-186) dated September 10, 1954, between the Bureau of Indian Affairs, Depart- 
ment of the Interior, and D. L. Peterson, trustee, for the leasing of vehicles. 


® Howell, see pp. 10-11, 
Item No, 7, ix. 

2 See H. Rept. 1472 (Union Calendar No. 487), 84th Cong., 1st sess.; see hearings, p. 31. 
8 Exhibit No, B, see » p. 58. 

4 Exhibit No. C, see hearings, p. 66. 
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The letter contains 11 specific questions and requests for information which 
are considered in the order presented: 

‘1, What are the relative financial advantages and disadvantages to the 
Government resulting from this type of agreement as compared with the 
purchase of vehicles? 

The financial advantages and disadvantages to the Government resulting under 
this lease cannot be ascertained meray until after the vehicles have been 
returned to and disposed of by the lessor. The Bureau states that the arrangement 
covered by the lease is an experiment and it has indicated informally that whether 
it would prove to be advantageous to the Government is problematical. How- 
ever, the Bureau contends that several financial advan are inherent in the 
lease. Claim is made that the lease arrangement will be the medium of— 

(1) Reducing maintenance costs of its vehicular fleet (by elimination of an 
existing continuing necessity to maintain a proportion of it in standby 
condition) with resulting decrease in shop operation and personnel. 

(2) An overall reduction in the number of vehicles currently required to 
transport its employees. 

(3) Consistently maintaining top efficiency in fleet operation through its 
contractual ability to replace any vehicle rented before any substantial 
depreciation in performance. 

The Bureau states further that, to date, 39 vehicles have been leased at 2 locations 
which are to be used as pilot installations (5 at the Cherokee Agency, Cherokee, 
N. C., and 34 at United Pueblos Agency, Albuquerque, N. Mex.). These units 
are said to have been the means of reducing the Government-owned fleet by 22 
vehicles with collateral reductions of 1 maintenance shop and 6 employees at 
United Pueblos Agency. 

In view of the higher original cost of the vehicles—as shown in answers to 
questions 7 and 8—and the various charges, such as licenses, insurance, taxes, 
interest. and the charges of Peterson, Howell & Heather, Inc., hereinafter referred 
to as PHH, which performs the services under the lease, we believe that the 
leasing of cars would be more costly to the Government. This belief is predicated 
upon the fact that such charges generally are greater than the corresponding 
charges, if any, on Government purchased cars. Another unusual cost is the 
requirement in section 9 of the lease that vehicles returned to the lessor shall 
remain subject to the lease pending sale but not to exceed 60 days. 

“2. What is the cost to the Guverrensnk per vehicle under the agreement?” 

While section 7 of the lease provides a formula for computing rentals for each 
vehicle furnished under the lease, up to and beyond the 50th month of the rental 
term, it is understood that the Bureau contemplates replacing the vehicles every 
other year. Therefore, figures covering the first 2 years are used in answering 
question 2. There is shown in exhibit I, attached, a breakdown of the rental 
rates and insurance costs per vehicle. This exhibit has been prepared by our 
Division of Audits from information furnished by the Bureau. In addition to the 
costs shown in exhibit I there is a minor charge assessed in connection with the 
issuance of trust certificates on each vehicle. 

A final adjustment is required by section 10 of the lease. Upon final settlement 
the trustee is to recoup the original cost of the vehicle. In determining whether 
the lessee shall receive a refund or be required to pay additional rent there are 
taken into consideration the net proceeds received from the resale of the vehicle, 
2 percent of the original cost of the vehicle multiplied by the number of months 
(not to exceed 50 months) for which monthly rental for the vehicle has been paid, 
and any retroactive volume discount allocated to the vehicle. If these three 
items exceed the original cost of the vehicle, such excess is to be refunded to the 
lessee. If the total of the items is less than the original cost of the vehicle, the 
lessee is required to pay the deficiency. Under the provisions of the lease, the 
cost to the Government per vehicle cannot be determined until the vehicle is sold. 

“3. What is the relationship between this type of transaction and the 
limitation, in appropriation acts, on the purchase of passenger vehicles?* 

* * * * * * * 

“6. What effect can this agreement have on limitations in the cost of 
vehicles?” 

Section 5 of the act of July 16, 1914 (38 Stat. 508, as amended, 5 U. 8. C. 78), 
provides, in pertinent part, as follows: 

“(a) Unless specifically authorized by the appropriation concerned or other 
law, no appropriation shall be expended to purchase or hire passenger motor 


+ Asterisks appeared in Comptroller General’s letter. 
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vehicles for any branch of the Government other than those for the use of the 
President of the United States, the secretaries to the President, or the heads of 
the executive departments enumerated in section 1 of this title.* 

* * * ~ * * * 

““(e) Unless otherwise specifically provided, no appropriation available for any 
department shall be expended— 

(1) to | prensa any passenger motor vehicle (exclusive of busses, ambu- 
lances, and station wagons), at a cost, completely equipped for operation, and 
including the value of any vehicle exchanged, in excess of the maximum price 
therefor, if any, established pursuant to law by a Government agency and 
in no event more than such amount as may be specified in an appropriation 
or other Act, which shall be in addition to the amount required for 
transportation;” 

This provision of law clearly prohibits the use of appropriations for either the 
purchase or hire of passenger motor vehicles, uniess specifically provided therefor 
in the appropriation or other law, and limits the purchase price of the vehicles to 
the maximum amount established pursuant to law. It contains no specific 
restriction relating to the number of vehicies to be hired cr to the cost of the 
rented vehicles, there being required only the specific statutory authority to hire 
passenger motor vehicles, 

Specific authority of the Department of the Interior for both the purchase and 
hire of passenger motor vehicles is contained in sections 106 and 107 of the In- 
terior Department Appropriation Act, 1955, Public Law 465, approved July 1, 
1954 (68 Stat. 361, 374), which provide as follows: 

“Sec. 106, Appropriations made in this Act shall be available for * * * hire 
of passenger motor vehicles; * * * 

“Sec. 107. Funds appropriated in this title shall be available for the purchase 
of not to exceed two hundred and twenty-seven passenger motor vehicles (includ- 
ing one at not to exceed $2,750) of which two hundred shall be for replacement 
only; and the Secretary is authorized to make such transfers of motor vehicles, 
between bureaus and offices, without transfer of funds, as may be required in 
carrying out the operations of the Department.” 

The Department thus has unlimited authority to hire vehicles. It also is 
authorized to purchase 226 passenger motor vehicles at a cost not to exceed 
$1,400 each, exclusive of buses, ambulances, and station wagons (sec. 1201 of 
the Supplemental Appropriation Act, 1955, Public Law 663, 83d Cong., 68 Stat. 
800, 828) and, in addition, one passenger motor vehicle at a cost of not to exceed 
$2,750. The limitations on both the number and purchase price of passenger 
vehicles applicable to the Department of the Interior are applicable only to 
Government-purchased cars. See decision of the United States District Court 
for the Eastern District of Pennsylvania in the cases of U-Drive-It Compary of 
Pennsylvania, Inc. v. United States of America, No. 19862, and The Milestone 
System, Inc. v. United States of America, No. 19860, March 1937 term. 

The specific answer to question 3 is that there is no relationship between the 
instant type of transaction and the limitations, in appropriation acts, on the 
purchase of passenger vehicles. As to question 6, the lease permits the hire of 
vehicles without regard to the cost of the vehicles. 

“4. Are there any legal objections to this agreement or to the manner in 
which it was negotiated?” 

The lease is objectionable legally because of the manner in which it was nego- 
tiated. The lease is subject to the provisions of section 3709, Revised Statutes, 
as amended (41 U. 8. C. 5), which provide as follows (quoting from the United 
States Code): 

“Unless otherwise provided in the appropriation concerned or other law, pur- 
chases and contracts for pe ar or services for the Government may be made 
or entered into only after advertising a sufficient time previously for proposals, 
except (1) when the amount involved in any one case does not exceed $500, 
(2) when the public exigencies require the immediate delivery of the articles or 
performance of the service, (3) when only one source of supply is available and 
the Government purchasing or contracting officer shall so certify, or (4) when 
the services are required to be performed by the contractor in person and are 
(A) of a technical and professional nature or (B) under Government super\ ision 
and paid for on a time ne oer 

The lease was executed without advertising on the basis that the lessor was 
the only source of supply. The following justification is shown on the Statement 
and Certificate of Award, Standard Form No. 1036: 
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“Prior to entering into this contract informal contacts were made with the 
onl ap pene known to be e ed in renting cars on a nationwide basis; also, 
with Mr. Hanson, of the General Services A istration, with whom the subject 
was discussed. As a result of this effort, the following prices (based on the 
operation of a motor vehicle 1,000 miles per month) were obtained: 


Minimum 

total per 

1. Hertz Drive-Ur-Self System: $100 per month, plus $60 mileage, plus month 
pipchagen al gan gid Olb26 06 os iste Se ER Uk $170. 00 


2. National Car Rental System: $92.50 per month, plus purchase of gas. 102. 50 
3. Avis Rent-A-Car System: $92.50 per month, plus purchase of gas... 102. 50 
4. Peterson, Howell & Heather, Inc., for D. L. Peterson, trustee: $40 

per month, plus operating expenses_...........-...--..-.--.-.- 64. 00 


“Thus it was established that the best offer received as to price was that of 
Peterson, Howell & Heather, Inc., which was approximately 33 percent less 
than the 2 next lower quotations received. 

“Having informally determined that a lease with Peterson, Howell & Heather, 
Inc., for D. L. Peterson, trustee, was cheapest to the Government, the contract 
was negotiated because D. L. Peterson, trustee, is the only organization known 
to be leasing trustee-purchased vehicles. This trustee-purchased aspect is the 
basis for Peterson, Howell & Heather, Inc.’s offer being so much lower as to price 
than other rental agencies.” 

Representatives of the Solicitor:of the Department admit that the lessor is 
not the “only one source of supply” available within the meaning of the third 
exception of section 3709, Revised Statutes. The Bureau now contends that 
advertising under the circumstances existing at the time the lease was executed 
would have served no useful purpose and therefore was not necessary. However, 
competition is admittedly available in connection with the rental of vehicles. 
Price alone is not determinative of whether there should or should not be adver- 
tising. Even if it were established that lower prices were obtainable under the 
instant lease, that would not, in itself, justify a disregard of the legislative mandate 
that “all purchases and contracts for supplies and services,” subject to certain 
enumerated exceptions, ‘be made after advertising.” In our opinion, there are no 
facts here which establish that advertising would serve no useful purpose. 

The courts have held the requirements of section 3709, Revised Statutes, to be 
mandatory and that any purported contract undertaken without compliance 
with its provisions is void. Schneider v. United States (19 C. Cls. 547-51); 
Purcell Envelope Company v. United States (51 C. Cls. 211-14). In the latter 
case it was stated: 

“* * * This court has held, except in certain cases of exigency, that all con- 
tracts between individuals and the Government are void unless they are made 
upon advertisements for proposals previously published, and that a compliance 
with such statutes is a condition precedent, upon the performance of which only 
can a binding contract with the Government be made by its officers. It acts by 
its public officers, and their powers and duties are prescribed and limited by laws 
which they must follow.” 

Hence, the lease here involved is void and the Secretary of the Interior is being 
advised by letter of today, copy enclosed, to terminate any services or trans- 
actions under the lease. In view of our holding that the lease is void, no de- 
termination has been made as to whether it is legally objectionable in other 


respects. 

Duaation No. 4 is answered accordingly. 

“5. What effect can this agreement have on competition among different 

makes of vehicles?” 

The Bureau states that, in its opinion, the lease enhances competition and 
promotes better relationship between the Government and local business. In- 
stead of being compelled to accept the lowest responsible bid as required on 
Government purchases, which may be of a make or makes not locally represented, 
the Bureau will be able to order the make of car distributed by the dealer closest 
to the delivery point. 

We believe that the ability to rent any make or model of car irrespective of price 
greatly curtails, if it does not in fact eliminate, competition. 

“7. Please obtain and transmit a list of the vehicles acquired by the 
Bureau of Indian Affairs, under the agreement, showing t make, factory 
cost, delivered cost, including freight and accessories, wad 1 State and local 
taxes, including licensing charges.” 
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The Bureau of Indian Affairs has furnished the requested information as 
reflected in attached photostatic copies marked exhibit IT. 
“8. Please show comparable costs for similar vehicles when purchased by 
the Government.” 

Specific comparable costs for similar vehicles when purchased by the Govern- 
ment are not available since the Government does not purchase the middle line 
of cars which have been furnished under the ment. However, the difference 
in price of the lowest line and the middle line of Fords, Chevrolets, and Plymouths 
is relatively small and the General Services Administration informally has fur- 
— the following estimates of what the middle-line cars would cost the 

vernment;: 








Chevrolet, 8-cylinder, 210, 4door sedan._.......-...-..-...-+-.----.++-----.- 
NN I SI i liebtiniiickenlnceondisunarwgidatden Shae wocdaindwnsatemneibeae a 
es Ss CUES INN fs sca dinnnddedhedenadensatvaesonasasennenbabie 
Plymouth, Savoy, 4<door sedan... ...........-.....-.----.-.---- PSP TT tet 
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Note.—GSA has no comparable cost on the Chevrolet station wagon. 


The delivered cost is computed by adding $140 to the factory cost. The 
amount of $140 represents the maximum freight costs on Government cars de- 
livered anywhere in the United States. 

“9. Please ascertain whether the passenger vehicles acquired under the 
agreement have been charged against the departmental limitation on the 
purchase of passenger vehicles.” 

Of the total passenger motor vehicles authorized to be purchased by the De- 
yartment during the fiscal year 1955, 50 were allocated to the Bureau. The 
ureau has not purchased any passenger motor vehicles. The Bureau repre- 

sented that not more than 50 passenger vehicles would be leased. However, we 
have been informed that this allocation of 50 vehicles is to be reallocated to other 
bureaus and agencies of the Department. Thus, the Department has not charged 
the leased vehicles against the departmental limitation on the purchase of pas- 
senger vehicles. 

“10. What services are performed by the various parties under the agree- 
ment = than the Bureau and what compensation is to be paid for each 
service?” 

The services rendered by the parties to the lease other than the Bureau are as 
follows: 

D. L. Peterson, trustee, acts only as the trustee “for the benefit of the holder 
of trustee’s certificates’ issued under the lease for each vehicle rented. These 
trustee’s certificates are purchased by the Mutual Life Insurance Company of New 
York. Financing of car purchases is thus secured. The trustee receives no 
compensation. Fitevene: Jowell & Heather, Inc., of which the trustee is a mem- 
ber, purchases, delivers, and sells the vehicles involved. The Mutual Life Insur- 
ance Company of New York finances the transactions. 

The compensation per vehicle to be received by PHH and the Mutual Life In- 
surance Company of New York for services under the agreement is shown in 
exhibit I under the headings ‘‘Mutual Insurance Share’ and ““PHH Share”’ for 
the first and second years. 

“11. Under what suthority did the General Services Administration dele- 
gate authority to the Bureau of Indian Affairs to negotiate this agreement 
without competitive bidding?” 

The General Services Administration did not delegate authority to the Bureau 
of Indian Affairs to negotiate this agreement without competitive bidding. 

The Bureau acted in reliance only upon the exceptions to section 3709, Revised 
Statutes. 

Sincerely yours, 
JOsEPH Spoor 
Comptroller General of the United States, 





74555—56——3 
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In commenting on the decision of the Comptroller General, Mr. 
Kane related the objection of the Comptroller General was not— 

as to the merits, or as to whether or not the contractor had been selected purposely 
or anything else. It was a question of whether the requirements of the law were 
met with respect to advertising, and it was a cold legal point for us to consider, 
and not anything to do with the administrative discretion in this matter. 

According to Mr. Kane, the question as to whether to lease vehicles 
isan administrative matter; and, further attention was directed to 
Publie Law No. 766, 83d Congress, which authorized the operation of 
motor vehicle pools. 

As was testified by Mr. Kane,” there is a statutory limitation on 
the price which the east: may pay for the purchase of a vehicle, 
which ordinarily is $1,400. This means that generally the Govern- 
ment purchases six-cylinder cars and in the lowest price line. The 
Comptroller General in his communication of April 27, 1955, to the 
chairman of the subcommittee, noted that: 

* * * Tt [provision of law] contains no specific restriction relating to the number 
of vehieles to be hired or to the cost of the rented vehicles, there being required 
only the specific statutory authority to hire passenger motor vehicles. 

The testimony demonstrated that there was no practical difference 
between the control exercised by and responsibilities of the Bureau of 
Indian Affairs under the lease and under outright ownership. It 
therefore appears that leasing in the manner practiced in this in- 
stance could affect a method of avoiding the restrictions on purchasing 
automobiles even though the Bureau did not so use the device. The 
yep Committees of the Congress may desire to take account 
of this situation. 

It is noted from the previously listed makes and models of vehicles 
obtained from P. H. and H., that all of the cars were of the middle 
price line and all had eight cylinders. According to the GAO evalua- 
tion, the prices of the vehicles delivered ranged from $1,841.25 to 
$2,315.86. Initially it was claimed by witnesses from the BIA that 
there was a need for the experience to be gained from using 8-cylinder 
cars rather than 6’s; i. e., to ascertain whether there was any appreci- 
able increase in maintenance and operating costs of an 8-cylinder as 
contrasted with a 6. Later (during the hearing), Mr. Proulx related: 
the mechanics tolds us eight’s are needed for their additional power for use on 
rough terrain. 

On examination Mr. Proulx admitted that no effort had been made 
to determine whether or not 8’s were needed; and, related in fact. the 
prime reason for taking 8’s was that P. H. and H. had recommended 
same due to the higher trade-in at time of resale.* 
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CHEROKEE 


One of the alleged savings developing from the use of leased cars was 
that at Cherokee, the 5 leased cars replaced 17 Government-owned 
cars. As can be readily ascertained from the agency report * many 
of the 17 cars were over 10 years in age and could have been replaced 
under the existing replacement standards. Also, it appears that 





‘* Proulx, see hearings, Pp. 148, 
* Item No. 14 (b), appendix. 
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ok. and use of employee-owned cars brought about some of the 
eged savings. Proper management meth and operations in 
connection with Government-owned vehicles could have accomplished 
the same result at less cost. 


INVITATIONS TO BID 


Following the decision of the Comptroller General on April 27, 
1955, voiding the lease agreement, the representatives of the BIA 
inquired as to whether P. H. and H., would be interested in bidding 
on an invitation to supply vehicles (which was something P. H. and H. 
had never done before and was contrary to its policy).” It appears 
that verbal conferences were had with P. H. and H. representatives, 
following which suggestions were made to BIA, as to certain speci- 
fications to be included in the invitation." There was testimony 
that the suggestions of P. H. and H. were never incorporated in the 
invitations; however, it was admitted no other concern was consulted 
for suggestions to be inserted in the invitations. It should be noted 
that the bid invitations did permit bidding on the P. H. and H. plan. 

On June 2, 1955, invitation to bid No. P-108 (Cherokee)™ and 
No. P-109 (Albuquerque) * were issued by the Bureau for 39 vehicles 
and the bids were to be opened on June 17, with delivery to be made 
by July 1, at both locations. The invitations called for the following: 

Automobile: 8-evlinder, 4-door sedan, 6-passenger, Ford ‘‘Customline’”’; 
Chevrolet, ‘“Two-Ten’’; Plymouth, “Savoy,” or equal; equipped with heavy- 
duty fresh-air-type heater and dual defrosters, self-canceling directional signal 
lights, front and rear; power-operated windshield wiper, sun visor (2), cigarette 
lighter and ash trays, oil filter, oil-bath-type air cleaner, rear-view mirror, spare 
wheel and tire, and set of chains. Black preferred, but conservative tones of blue, 
green or gray will be acceptable. 

This description was identical with purchase orders for the auto- 
mobiles already in the possession of the BIA under lease from P. H. 
and H. and which lease had been voided by the General Accounting 
Office. The Washington office of the BIA apparently did not know 
that the field offices had accepted vehicles with slight variances from 
the purchase orders. In addition, the invitations provided that— 
the vehicles shall all be 1955 models and shall not have been driven more than 
15,000 miles. 

On June 12, 1955, a protest was filed with the General Accounting 
Office by a representative of a potential bidder alleging, inter alia, 
that the invitations to bid were restrictive and discriminated against 
complainant and other car-leasing concerns.** The Comptroller 
General in a decision dated June 24, 1955 (B-123491 and B-124279), 
addressed to the Secretary of Interior, concluded that the time 
limitation provided in the invitations for delivery was insufficient 
to allow the free and open competition required by Section 3709, 
Revised Statutes; and, that, therefore, no award should be made under 
either invitation.” 

On June 29, 1955, the subcommittee chairman asked the Comp- 
troller General, following an informal request made to Mr. Kane dur- 


#® Exhibits E and F, see hearings, pp. 86, 103, as well as testimony of Mr. Howell. 
21 Exhibit J, see hearings, p. 178. 

2 Item No. 6b, appendix. 

% Item No. 6a, appendix. 

™% Exhibit G, see hearings, p. 109. 

3% Exhibit D, see hearings, p. 66. 
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ing the course of the hearings, for an analysis of the bids received by 
the Bureau of Indian Affairs, on invitations to bid No. P-108 and 
P-109. The Comptroller General in a letter dated August 8, 1955, 
with three enclosures,” addressed to the chairman of the subcom- 
mittee, set. forth a detailed analysis of the bids submitted. It is to 
be noted the Comptroller General concluded that Rollins Fleet Leas- 
ing, Rehoboth Beach, Del., was the lowest bidder under both the 
invitations. The second lowest bidder under both invitations was 
D. L. Peterson, trustee; but inasmuch as said bidder did not guarantee 
to deliver the automobiles by July 1, 1955, and did not guarantee a 
maximum percent of depreciation as required by the invitations, said 
bids were not responsive to the invitations. 

The invitations to bid, in addition to calling for vehicles identical 
with those described in the earlier purchase orders, contained some 
other questionable features. The primary plan contemplated by the 
bids would require the Government to pay all maintenance, operation, 
repair, and replacement costs for the vehicles. The bids allowed the 
successful bidder to deliver used vehicles with up to 15,000 miles on 
them. There was, however, no requirement that the bidders specify 
whether they would deliver new or used cars. Thus the Bureau of 
Indian Affairs would have no way of knowing whether bidder intended 
to deliver vehicles which had 15,000 miles of hard use with the attend- 
ant wear and tear on tires, batteries, spark plugs, and all other parts 
and equipment. Obviously automobiles with such use would require 
considerable more expenditures for equipment, parts, and repairs than 
new vehicles. Furthermore the invitation required no guaranty with 
the automobiles. Presumably new cars would have carried normal 
factory guaranties, but used cars would have had none. Under the 
circumstances, it seems obvious that the Bureau would have had no 
way effectively to evaluate the bids when it would not have known 
what it was getting. The poor judgment in offering to take used cars 
is further accentuated when it is noted that the Bureau officials testi- 
fied that the terrain conditions in the area where these cars were to 
be used were very bad and that cars are usually “‘shot’’ by the time 
they have been driven 15,000 miles in the area. 

It was also established that the real reason the Bureau took eight- 
cylinder cars in the voided contract was because it believed they would 
have a greater resale value. The invitations to bid also required eight- 
cylinder cars. This requirement seems completely unjustified where 
competition was allowed. Despite repeated questioning on this point, 
the Bureau officials gave no reason why it could not have been left to 
the bidders to decide whether sixes or eights were cheaper to offer. 

The only explanation of the offer to take used cars and of the restric- 
tions on type and equipment and the short-time period allowed for 
delivery is that the Bureau of Indian Affairs expected that Peterson, 
Howell & Heather would get the new lease and would use the cars 
which had been delivered under the old lease. The Comptroller Gen- 
eral was fully justified in throwing out the invitations on the ground 
that they did not offer free competition. 

The results of the bidding, in which one company offered to supply 
cars for one-half of the Peterson, Howell & Heather service and inter- 
est charge and the several other bids received demonstrated beyond 
doubt that the Bureau officials were entirely wrong in assuming, after 


* Item No. 13, appendix. 
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a few local telephone calls, that no competitive interest existed when 
they entered into the voided lease. It also demonstrated that even 
if they had been permitted to carry out the so-called experiment, the 
results would have been questionable since they would have been pay- 
ing in service charges and interest twice what they would have had to 
pay under competitive bidding. 


LEASING VERSUS OWNERSHIP 


On page 2 of the August 8, 1955, letter from the Comptroller Gen- 
eral, there is the following statement :” 

As was brought out in our letter of April 27, 1955 (B-123491) to you, we believe 
that the leasing of automobiles would be more costly to the Government than if 
the Bureau of Indian Affairs purchased its own vehicles. Our conclusion is based 
on the fact that the original cost of the vehicles purchased by the prospective 
lessors is greater than the amounts which the Government pays for passenger 
vehicles. In addition, the lessor’s invoice prices include taxes and service charges 
which are not normal items of cost to the Government. Furthermore, the rates of 
interest charged by lessors for financing the contract are in excess of the interest 
rates paid by the Government. 

It is to be noted that the taxes referred to in the letter from the 
Comptroller General are State tax items. Any comparison between 
the prices paid for vehicles by States and municipalities as contrasted 
with the amount which the Federal Government pays for identical 
vehicles should bear in mind that the Federal Government price in- 
cludes the Federal excise taxes, whereas the States and municipalities 
do not pay such items. The interest rate charged by the lessor and 
agreed to by the Bureau of Indian Affairs amounted to over 4% percent. 
This is considerably in excess of the approximately 2 percent rate 
normally paid by the Government on 4-year loans.” 

Attention is directed to the hereinafter quoted statement by the 
Comptroller General, page 7 of his letter dated April 27, 1955: 

We believe that the ability to rent any make or model of car irrespective of price 

greatly curtails, if it does not in fact eliminate, competition. 
This conclusion was in response to the position of the Bureau of Indian 
Affairs that leasing enhances competition and promotes better relation- 
ship between the Government and local business. Instead of being 
compelled to accept the lowest responsible bid as required on Gov- 
ernment purchases, which may be of a make or makes not locally rep- 
resented, the Bureau would be able to order the make of car distrib- 
uted by the dealer closest to the delivery point. 

From information obtained from the General Accounting Office, 
subsequent to the close of the hearings, it was disclosed that the total 
cost to the Government under contract No. 14—20-605-186 (exhibit 
B) was $9,801.04; and, under “Open Market Invoices” (May 9 through 
June 30, 1955) amounted to $905.70, a total of $10,906.74. In addi- 
tion, under contract No. 14—20-605-191, for statistical services at $1 
per month per car (was not voided by decision of the Comptroller 
General of April 27, 1955) there was paid to Peterson, Howell & 
Heather, $173.10. The overall amount paid to Peterson, Howell & 
Heather by the Bureau of Indian Affairs for leasing vehicles and for 
statistical service was $10,879.84. 


2? Item 13, aypeedic. 


28 Kane, see hearings, p. 45. 
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PERFORMANCE BOND 


It was noted during the hearings that the bidders and lessors of 
passenger vehicles to the Government were not required to accompany 
their submission with a performance bond. It appears that only in 
connection with construction and public works contracts is there a 
legal requirement for a performance bond. On other types of con- 
tracts it appears to be a matter of administrative determination as to 
whether performance bonds are to be submitted; of course, the cost of 
the bond would be reflected in the contract price. However, in the 
event of default where a performance bond was required, it would 
facilitate the Government’s collecting any excess cost. 


APPENDIX 1 


FEDERAL MOTOR VEHICLES 
A Proposat For IMprRovING FeperRaL Motor VEHICLE MANAGEMENT 
March 1954 


A Summary of Commercial and Federal Fleet Management; a Comparison of 
Costs; and a Statement of Potential Federal Fleet Savings 


GENERAL SERVICES ADMINISTRATION, FEDERAL Suppity SERVICE 
A GSA PROPOSED PLAN FOR IMPROVING GOVERNMENT FLEET MANAGEMENT 


Studies demonstrate the need for improved management of motor vehicles. 
The analysis and evaluation of the data and costs developed from the studies of 
the management, operation, and maintenance of a cross section of commercial 
fleets and a similar review of the Government’s fleet operation, indicate the need 
for adoption of an improved, governmentwide management program for the Fed- 
eral fleet. 

The plan outlined below will remedy the faults of present fleet-control methods. 
To meet this need, a plan has been developed which will provide for better man- 
agement of the Federal fleet and will, at the same time, produce substantial econo- 
mies. The implementation of this plan also will remove the problem of fleet 
management as a constant irritant and as a focus of official attention. 

The desirable features of a composite of the good fleet-manazement programs 
studied, have been incorporated into a basie plan which can be applied to Federal 
fleet management. The detailed workings of the proposed program are described 
in appendix B, and the computation of the savings is described in detail in ap- 
pendix A. Following are the highlights of the major elements: 

1. Mandatory maximum motor-vehicle replacement standards.—Industry has 
recognized the economies that are available as a result of early replacement of 
motor vehicles, and most of the large fleet manavers consider it a ‘‘must”’ in their 
fleet-management programs. This plan recommends adopting a realistic replace- 
ment cycle (3 years or 50,000 miles, whichever comes first) with provisions for 
changes as conditions warrant, in lieu of the present replacement cycle, which 
continues vehicles in operation until 6 years, or more, old. 

The implementation of the recommendation will automatically eliminate mil- 
lions of dollars of present unnecessary maintenance and depreciation expenses, 
and will reduce many of the other existing fleet operating problems. 

Definite measurable savings will accrue from the adoption of realistic maxi- 
mum replacement standards in lieu of the existing minimum standards. 

The mere establishment of maximum standards, however, will not produce the 
desired results unless all aspects of the pea and the Government’s motor- 
fleet operation are in consonance. This has been provided for by other elements 
of the plan. 

2. Budgetary control and fleet limits.—It is proposed that, in lieu of the present 
budget requirements which do not provide equal emphasis on arr web | 
vehicles and trucks, each agency, department or separate operating bureau wi 
submit a request and justification for a fleet of a given number of motor vehicles, 
by types. he plan permits an automatic calculation of the necessary mainte- 
nance, operating and replacement funds for an approved or established fleet. 


74555—56——_4 
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3. Appropriation and authorization.—The plan will require a small initial 
appropriaticn of capital to finance the conversion and thereafter provides auto- 
matic funding of fleet replacement through earned depreciation. Congressional 
committees would exercise complete control over the agency or department use 
of motor vehicles, through annual “fleet limits’ as indicated under “budgetary 
control” (2 above). Annual appropriation to the agencies will include funds for— 

(a) Reimbursing the revolving fund, in amounts equal to the use rental on a 
fieet of the approved size; and 

(b) Direct expenditures for maintaining and operating the fleet. 

This will be calculated in accordance with a formula which is periodically 
revised to provide for any differences in operating, maintenance, or depreciation 
costs. 

4. Capitalization of the Federal fleet under one revolving fund.—The ownership 
of the Federal fleet by one revolving fund is desirable to provide for automatic 
funding of necessary procurement; to secure improved utilization through penaliz- 
ing operators or agencies for retaining unneeded vehicles; and, to provide a means 
of obtaining other benefits to be accrued frem centralized ownership. 

5. A motor vehicle management, review, and control board.—The concept of this 
plan is the adopticn of such impreved metheds and policies, for Federal fleet 
management as have been proven in commercial fleet operation and which are 
adaptable to Government operations. Since fleet management is a specialized 
technical operation, the success of any desirable management plan requires the 
establishment of a central management group of qualified specialists who will 
have control of and responsibility for— 

(a) Continuous review of operating and management methods of the Federal 
fleet and recommending or implementing necessary changes; 

(b) Reviewing the Federal fleet and advising Bureau of the Budget, Congress, 
and others concerned in connection with all fleet problems; 

(c) Developing guides and regulations for the control of the Federal fleet; 

(d) Assembling and compiling necessary cost data and operating statistics, and 
periodically reestablishing the fornnila for determining annual vehicle operating 
costs to be used in determining annual requirements for funds; 

(e) Serving as a source for technical information on fleet management, and as 
a liaison with private industry; 

(f) Maintaining a current central registry of all vehicles by type, size, age, 
identification, using agency and location. 

6. Authority for purchase, disposal or transfer of motor vehicles—Congress 
annually will establish fleet limits for each agency. Within the limits of each 
agency’s authorization, and in accordance with established maximum motor- 
vehicle replacement standards, the Motor Vehicle Management, Review and 
Control Beard will review and act upon all requests for purchase, transfer, or 
disposal of vehicles. 

7. Fleet directors or managers.—The organizational structure of each department 
or agency with 100 or mere vehicles will include, at departmental level, a tech- 
nician qualified in the science of m*tor-transport management, who will have 
authority to control and direct, within the agency, the fleet management and 
maintenance policies prescribed. 


JUSTIFICATION AND SAVINGS 


J ustification.—Adoption of this plan will provide a means for obtaining sound, 
efficient, economical, and well-planned management of the Federal motor-vehicle 
fleet. It will have sufficient elasticity in management methods to allow for future 
incorporation of the latest improvements or modifications developed by the 
experience of commercial or Government fleet operators. It will accomplish a 
total savings of almost $117 million ($19.4 million annually) for the first 6 years 
plus more than $107 million in inereased market value of the fleet at the end of the 
first 6 years plus savings of more than $39 million annually thereafter. 

Savings.—In calculating savings available to the Government, through the 
adoption of this plan. several factors and two periods of time (a transition period 
and annually, thereafter) were considered. These are explained briefly in the 
paragraphs below and are described in detail in appendix A. 

1. Number of vehicles involved—Of the more than 260,000 commercial-type 
motor vehicles operated by the Government, it is assumed that about 25 percent 
(65,000 vehicles) because of size or special equipment, are not susceptible to the 
benefits of this plan; therefore, savings calculations are based on the average 
operation of the remaining 195,000 vehicles. 
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2. Average unit.—Generally, cost figures pertaining to automobiles (sedans) 
are the most readily available on a datcaretihe basis. A review of the available 
data indicated equal and similar savings for utility vehicles, light and medium 
trucks, and station wagons. For the purpose of calculating savings, fleetwide, 
an average unit is used which gives proportional value to different types of 
vehicles in accordance with the relationship of the number of vehicles of each 
type as compared to the total number of vehicles (195,000) under consideration. 
3. Element of savings.—The estimated savings were determined by calculatin 
the annual reduction in expenditures, resulting from the improvements develop 
by the operation of this plan, for each of the following items: li 
Operating expenses_ _ - .-- bp ada ar Silat hal eae cian Aeticie Reck aire ele sabe iv aye th coe & $1.9 
aintenance costs 
Depreciation 


4. Fleet modernization.—Since many of the present Federal motor vehicles are 
more than 3 years old, the first step in implementing the plan must be the orderly 
replacement of those wornout vehicles now in the fleet. i figuring the relatively 
small additional cost to cover the accelerated capital investment, it is necessary, 
in order to develop accurate comparisons with costs under the present replace- 
ment policies, to calculate the costs for the old and the new plan on a 6-year 
cycle. (See table 11 of appendix A.) 

The additional expenditure for capital investment during this period is sub- 
stantially overshadowed by the yearly savings accrued in operating expenses and 
maintenance costs. The total savings for the transition period are as follows: 


Million 
Operating costs ($1.9 million multiplied by 6 years)_._...............--- $11. 4 
Maintenance costs ($23.4 million multiplied by 6 years) _..........--_-- 140. 4 


; Gross savings (Ist 6 years) 
Excess capital expenditures 


Net savings (Ist 6 years) 
Annual net savings (lst 6 years) 


Incident to this fleet modernization there would be, at the end of the 6-year 
transition period, a fleet of vehicles all 3 years or less in age having a market 
value of $275.6 million insterd of a fleet of much older vehicles having a market 
value of $168.4 million. Thus, there is an additional benefit accruing to the 
Government of $107.2 million. (See table 12 of appendix A.) 

Annual savings obtainable after the 6-year period.—After the transition period, 
necessary to accomplish an orderly fleet medernization, the full benefits of the 
plan will be available. The reduction of Government expenditures for mainte- 


nance, depreciation, and operating expenses will then result in an annual savings 
of more than $39 million as follows: 


Depreciation 
Maintenance 


APPENDIX 2 
EXEcuTIvVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
Washington 25, D. C. 
Bulletin No. 54-1 Avaust 7, L¥os. 


To: The heads of executive departments and establishments. 
Subject: Review of assignment and use of automobiles, station wagons, and 
chauffeurs. 
As part of the general emphasis on economy, it is advisable that special atten- 
tion be given to certain 2 pe me aspects of Government spending. This bulletin 
calls for a special review of the use of automobiles, station wagons, and chauffeurs. 
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The purposes are (a) to analyze existing practice; (6) to reduce the number of 
Government-owned cars and the number of chauffeurs; (c) to make cars available 
for transfer and reassignment; and (d) to achieve every practicable economy. 

The term “cars” as used in this bulletin refers to passenger-carrying motor 
vehicles other than ambulances and buses. 

You are requested to: 

1. Assign to an appropriate official the responsibility of making this action 
effective and productive. 

2. Examine the need for cars and chauffeurs in terms of minimum requirements. 
Action should include whatever redistri»ution of cars is appropriate, a declaration 
of excess cars in accordance with existing regulations, and a reconsideration of 
any plans for purchases of cars and employment of chauffeurs for fiscal year 1954. 

3. Determine if the law and regulations with respect to use are understood and 
enforced. (See attachment B.) 

4. Submit a report, following the terms of attachment A, covering the informa- 
tion obtained and the action taken, by October 1. 

JosepnH M. Dopaz, 
Director. 
ATTACHMENT A 


INSTRUCTIONS FOR PREPARATION OF Report ON REVIEW OF AUTOMOBILES AND 
CHAUFFEURS 


* * * * * * * 


6a (2)—By increased use of rented vehicles—Report the number of reductions 
made possible by such increased use. 


* * * * * x * 


ADDITIONAL INFORMATION 
* * * * * * * 


2. How many cars did the agency hire during the fiscal year 1953 for periods 
of 8 months or more? How many does it expect to hire in fiscal year 1954 for 
such periods? 

ATTACHMENT B 


SELECTED REQUIREMENTS ON THE PURCHASE AND Use or AUTOMOBILES AND 
AIRCRAFT BY THE GOVERNMENT 


* x * * * + * 


Hire.—Specific authority of law is required to hire automobiles and aircraft, 
to the same extent as it is required to purchase them. The restrictions —_ 
to use of Government-owned vehicles apply equally to use of vehicles hired by 
the Government. 


* * * * ok * * 


APPENDIX 3 


BurEAvU OF INDIAN AFFAIRS 


On Monday, August 16, 1954, Paul Murphy, field representative for the Bureau 
of Indian Affairs, telephoned me from Washington to say that he had been talking 
to J. B. Hanson, head of the Motor Transportation Division of GSA, about leasing 
agro cars for the Bureau of Indian Affairs. Mr. Hanson recommended that 

e get in touch with PHH. 

Mr. Murphy suggested that I come to Washington and meet with him and 
other interested parties. He said he would be gled to come over to Baltimore, 
but that there were several other people involved who would like to hear our story 
and it would be difficult to bring them all over here. I agreed to meet him in 
Washington on Wednesday, August 18. 

We have had similar discussions here and in Washington with other bureaus 
during the past 8 years and this request appeared to be more of the same. 

On the 18th I went to a meeting in Mr. Murphy’s office which was attended by: 
Paul Murphy, field representative, L. V. Langan, Assistant Director of the Bureau, 
D. G. Proulx, Chief, eaneh Property and Supply, and Harry Alexander. 

Mr. Langan remarked that the Bureau had been authorized to experiment with 
the leasing of passenger cars if the Bureau felt that it was feasible to do so. He also 
stated that the Bureau was looking for ways and means to turn over to private 
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enterprise anything it could do as well or better than the Bureau. I gathered that 
the Bureau was analyzing various other functions it now performs to see whether 
they can be handled better by private industry. 

I remarked that PHH had developed a leasing plan for private industry which 
had been adopted by some of the best companies in the United States and Canada 
and that I would explain how the plan works, I further stated that we would be 
glad to make the plan available to the Bureau on the same terms as to private 
industry, but that we had not been particularly interested in attempting to sell 
the Federal Government. We did not wish to become involved in politics and 
redtape. However, if any Bureau of the Federal Government could use our plan 
as it is we would be happy to work with the Government on the same basis as with 
private industry. 

Thereafter, I launched into a full and complete discussion of the PHH-Mutual 
Life lease plan—the philosophy behind it, the procedures, the cost and 
other matters. I remained through lunch and until 3:30 in the afternoon. We 
had a very thorough discussion of the plan which was well received by those 
present and each expressed his belief that it was exactly what they were looking for. 

As a result of this meeting I returned to Baltimore and sent to Mr. Proulx the 
next day the following material: 

Agreements of - 
PHH Record Keeping Agreement 

The PHH Fleet Plan 

The PHH Fleet Manual 

Shortly thereafter Mr. Murphy telephoned me from Washington and arranged 
for a further discussion. This meeting was held on August 27 and was attended 
by the following: D. G. Proulx, Donald Carruth, and Paul Murphy. 

At this meeting we reviewed everything we had discussed at the previous meet- 
ing. Mr. Proulx agreed to draft a contract between the Bureau and D. L. Peter- 
son, trustee, incorporating the provisions of our standard lease agreement and 
supplementing it as required by standard Government procedure. 

On September 10 I attended a meeting in Mr. Murphy’s office in Washington 
attended by the following: D. G. Proulx, W. Barton Greenwood, Acting Commis- 
sioner, Leon V. Langan, Donald C. Carruth, and Paul B. Murphy. At this meet- 
ing the contract was signed by Mr. Greenwood for the Bureau and by myself for 
the trustee and PHH. 

That evening I forwarded the contract to Mutual Life of New York with a 
letter of transmittal typed at home. 

On September 21 we arranged for a meeting with Mr. Proulx and Mr. C. C. 
Skarr of the Bureau and Mr. William Heinrich of Allstate in my office in Balti- 
more to discuss insurance matters and how best to handle them. Mr. Proulx 
indicated that it would be desirable to lease the cars fully insured in order to 
avoid the expense of handling tort claims under their present self-insurance pro- 
gram. We agreed to insure the cars with Allstate and work out a method of 
billing the Bureau on a monthly basis. 


H. W. H. 
NoveMBER 30, 1954. 


APPENDIX 4 


DEPARTMENT OF THE INTERIOR, 
Bureau oF INDIAN AFFAIRS, 
Washington, D. C., April 1, 1954. 

Hon. Earu Cuuporr, 

Chairman, Public Works Subcommittee of the Committee on Government Operations, 
House of Representatives, Washingto~, D. C 


My Dear Mr. Cuuporr: It has been informally called to my attention that 
at a hearing conducted by the Public Works and Resources Subcommittee of the 
House Committee on Government Operations on March 30, 1955, the statement 
was made that the Bureau of Indian Affairs had leased passenger motor vehicles 
in an apparent attempt to get around the passenger motor vehicle purchase limita- 
tions contained in the 1955 Interior Department Appropriations Act. 

I should like to have inserted in the record of the aforementioned hearing that 
the Bureau of Indian Affairs entered into the leasing of passenger motor vehicles 
on an experimental basis. This is purely a pilot operation to determine through 
actual operation whether or not it would be more advantageous for the Govern- 
ment to supply its transportation needs on a rental basis. 
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While we were formulating the plans for the operation of leased vehicles under 
this experimental project so as to eliminate all implications that the Bureau was 
attempting to circumvent the limitations contained in the 1955 Appropriations 
Act, it was administratively determined that the Bureau would not purchase 
any of its allocation of 50 vehicles from the Department and that during the 
experiment we would not lease in excess of the 50 vehicles allocated to the Bureau. 
To date the Bureau has not purchased a single passenger vehicle for the fiscal 
year 1955 and we have under lease only 39 of the possible 50. Of this 39, 5 are 
located at Cherokee Agency, Cherokee, N. C., and 34 at the United Pueblos 
Agency, Albuquerque, N. Mex. The Bureau now has 5 leased vehicles under 
operation at the Cherokee Agency whereas in June of 1954 there were 17 passenger 
cars at this agency. At the United Pueblos Agency the Bureau replaced 44 
Government-owned cars with 34 leased vehicles. 

This reduction in number of vehicles needed to furnish the transportation needs 
for the Bureau is occasioned by the fact that it is necessary with old vehicles to 
have standby vehicles on hand at all times. The Bureau hopes to make addi- 
tional savings in maintenance and operation expenses since it is our feeling that 
cars in excellent operating condition are less expensive to maintain and operate 
than old wornout vehicles. 

Sincerely yours, 
Guenn L. Emmons, Commissioner. 
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DEPARTMENT OF THE INTERIOR, 
Orrice or THE So.icirer, 
Washington 25, D. C., April 18, 1955. 


MEMORANDUM 


To: Commissioner of Indian Affairs. 
From: Solicitor. 
Subject: Lease agreement with D, L. Peterson. 


As you know, the Comptroller General of the United States has received an 
inquiry from the House Public Works and Resources Committee, consisting of 
11 questions. The Comptroller General has requested that an answer to the 
following question be furnished to him before 2 p. m. on April 18: ‘“‘Under what 
authority did the General Services Administration delegate authority to the 
Bureau of Indian Affairs to negotiate this agreement without competitive bid- 
ding?” 

We have prepared an answer to the Comptroller General which we enclose. 
Despite the position taken in the answer, there is considerable likelihood that the 
Comptroller General may declare the lease agreement void for want of com- 
pliance with the advertising requirements of Revised Statutes 3709 (41 U.S. C., 
see. 5). 

The lease agreement had not received legal approval prior to its execution. 
Administrative Assistant Secretary Beasley, in cooperation with our Office, has 
issued directives regarding negotiated procedures which in the future must be 
strictly complied with. 

J. Revet Armstrone, Solicitor. 
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AppEeNnpix 6A - 





4 2 INVITATION, BID, AND AWARD | ™™""= 
Se 0%, AND 

“=” Baresu of Indian Affaire 19th and C Streets, Ne iw. 
Branch of Property & Supply Washington 25, D, C. 


tae INVITATION FOR BIDS 
tae ween SUS 2, 19SS [wwranion so. P>LOF 


Sealed bids inSingle copy SUBJECT TO THE TERMS AND aenee RSS NPN 


ya ER. ged ok eae 
(date), and at opened, supplies or services, at the time 
specified in the Schedule, for delivery f. ob. », destination, as Secunia bak 


bidders ars contained in the terms and conditions on the reverse hereof. 



























































will become a part of any contract made as a 
bids, 


NOTE: All bids mst be sealed 
identifica 











of passenger~carrying 
Opening at 10:30 A.M. June 12, 1955 
BID 


In compliance with the above, the pabesstuned often and this Bid be accepted within _ “calendar Gage (60 

se which. prions as qutiod. ots peice tat "he Sey am he date of Se, cosaing. 6 Fer any or all of the 
items u w at the set a point(s) and within the 
time sp scifi a in the S hedul iule af the Invitation for Bids. Discounts will be allowed for prompt payment as follows: 


percent, 10 calendar days; percent, 20 calendar days;___________ percent, 30 calendar days. 




















“BIDDER REPRESENTS: u) That the sqpreaate nomber of employees of the Udder snd lis affliates ie [) 600 or more 
(Check appropriate bozes) §) See Gee 
b equ Boeri Nh nm aati nanan oe 


(See statement 








“WAME AND ADDRESS OF BIDOER Rreat, city, sone, and Sete. SIGMATURE AND TITLE OF PERSON AUTHORIZED TO SIGN THIS BID (Type or print name 
: 3 Gnd title wader signature) 




















WNVORCE FOR PAYMENT SHOULD BE MAILED TO 


“To be shown on order issued 
under this contract 








To be shown on order issued 
"PAYMENT WHA BE MADE BY under this contract 
To be shown on order issued 
under this contract 

















@tandare Porm 33 1008821 
Nov. m9 Editico 


REQUIREMENTS AND SPECIFICATIONS FOR FURNISHING EquipmMENT UNpER THIS 
Invitation To Bip 


The following minimum items of services and equipment are to be furnished 
by the contractor: 

(a) Vehicles of make, model, and equipped as indicated on the individual 
items of this invitation and delivered to the point of use specified. 

(6) The vehicles shall all be 1955 models and shall not have been driven more 
than 15,000 miles. 

(c) Vehicles delivered shall at time of delivery be in safe and good operating 
on and shall comply with the laws of the States in which they are to be 
opera 
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(d) License tags and any fees necessary in titling and registering vehicles in 
States in which vehicles are to be opera 

In using the vehicles oregon under this contract, the Government 1 manag 

(a) To provide complete mechanical maintenance and repairs, includi 
dent repairs, parts, and labor. Vehicles shall be maintained in safe an 
operating condition and in condition to comply with the laws of the States i in 
which they are pet ne 

(6) To furnish gasoline, oil, lubrication, tires, batteries (except those items 
furnished by the contractor initially, as required by bid); cleaning and washing 
of vehicles as needed and all motor-vehicle inspections required after delivery 
of the vehicles by contractor. 

(c) To assume responsibility for public liability and property damage to the 
extent of the Federal Tort Claims Act, August 2, 1946, as amended (28 U. 8. C., 
1952 edition, secs. 2671-2680). 

(d) To hold the contractor harmless from the payment of any fines or assess- 
ments against the operation of the vehicle or the operator while in operation under 
the terms of this contract. 

(e) To return the vehicles at the end of the contract period in as good condition 
as when received, reasonable wear and tear excepted. 


Continuation sheet—(Supply contract) 





Unit 


| 
‘Quantity: | 
| price 


Supplies or services (number | Unit 
of units) a 


Amount 


Leasing of passenger-carrying vehicles; to be furnished in | 
accordance with the specifications, provisions, terms, 
and conditions shown herein. | 
While Albuquerque, N. Mex., is indicated as the head- | 

| quarters for all vehicles, the Government reserves the i 
right to headquarter any number of vehicles listed inany | | 
other location within the State of New Mexico. 

Vehicles for the United Pueblos Indian Agency, as follows: 

Automobile: 8 cylinder, 4-door sedan, 6-passenger, Ford 
Customline, Chevrolet Two-Ten, Plymouth Savoy, or | 
equal; equipped with heavy-duty fresh-air type heater 
and dual defrosters, self-canceling directional signal 
lights, front and rear; eo windshield wiper, 
sun visor (2), cigarette lighter and ash trays, oil filter, oil- 
bath type air cleaner, rear-view mirror, spare wheel ‘and 
tire, and set of chains. Black preferred, but conserva- 
tive tones of blue, green, or gray will be acceptable. 

Bids are invited f. 0. b. our destination, United Pueblos 
Agency, Albuquerque, N. Mex. 

It is estimated by the Government that the vehicles cov- 
ered hereunder for the United Pueblos Agency, will 
travel an approximate average of 1,500 miles per car per 
month. This estimate is based on records kept on 34 
cars over a period of 3 months. | 

It is required that all vehicles be delivered by July 1, 1955. | 
Bidders unable to meet this delivery schedule will not | 
meet the requirements of this invitation. 

State make . and model of vehicles you pro- 
pose to furnish. 

Bidder shall state the least number of calendar days within 
which delivery will be made after receipt of formal pur- 
chase order f. o. b. Albuquerque, N. Mex., .-..-- calen- 
dar days. 

Same as item 2A, except station wagon, 8-passenger. 

Bids are invited, f. o. b. our destination, United Pueblos 
Agency, Albuquerque, N. Mex. 

State make and mode] ___._. of vehicles you propose 
to furnish. 

Bidder shall state the least number of calendar days within 

which delivery will be made after receipt of formal pur- 

chase orders, f. o. b. Albuquerque, N. Mex. __.._. ealen- | 

dar days. i 

Note.—Item 2 is an alternate of items 1A and 1B, The | 

Government reserves the right to award either items 1A | 

and 1B or item 2, so as to have a total of only 34 vehicles 

eg? a tothe United Pueblos Ageney, Albuquerque, | 
Mex. 

Vehicles for the United Pueblos Agency, Albuquerque, 
¥. Mex., 30 automobiles and 4 station wagons shall be | 

identical to items 1A and 1B. 

Leasing of vehicles under this item shall be based upon a 
plan of operation submitted by bidder to be attached to 
and become a part of any resulting contract. 


} 














‘ 
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Continuation sheet—(Supply contract)—Continued 





Quantity 
Supplies or services (number | Unit 


of units) 





For bidders whose plan of operation calls for a fixed 
monthly rate, state here the monthly rate per vehicle. 
For bidders whose plan of operation may provide for pay- 

ment of actual depreciation, plus service , State 
here the guaranteed maximum delivery price we vehi- 
cles f. 0. b. United Pueblos Agency, Albuquerque, 
N. Mex,, on July 1, 1955. 
any other ‘plan of operation not covered elsewhere in this 
bid, bidders are to attach plan and quote prices in such a 
manner as will permit a proper evaluation of all bids 
received. 

SreciaL NOTE.—For the information of bidders sub- 
mitting bids under item 2, the Market Reports of Used 
Car Values ae pee monthly jd the. National frome 
mobile Dealers Used Car — 0. for the past 3 years 
have been analyzed and it has been determined that 
vehicles of the make and model specified in the bid 
depreciate an average of 34 percent ay poe nad 18 
months after the model is introduced to the public. 

For those firms quoting on an actual depreciation basis 
to be determined at termination of contract jiod by 
sale of the leased vehicle, bidders shall state guar- 
anteed maximum percent of depreciation of delivery 
price as stated under item 2, for which the Government 
will be liable. This percentage, plus other costs stated 
in bid, will be used in analyzing bids received. 
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DEPARTMENT OF THE INTERIOR, 
Bureau or INDIAN AFFAIRS, 


Washington, D. C., June 14, 1955. 
Mr. Joun J. O’Brien, Jr., 


Investigator, Public Works and Resources Subcommittee, 
House Office Building, Washington, D. C 


Dear Mr. O’Brien: This is in response to your telephone request of June 14, 
1955. Enclosed are 2 copies each of 5 purchase orders issued for the leasing of 
— vehicles under contract No. 14~20—-650—186. All services under this 
ease were terminated as of April. 27, 1955. 

Sincerely yours, 
W. Barton GREENWOOD, 
Assistant Commissioner. 
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ApPENDIx 8 


DEPARTMENT OF THE INTERIOR, 
Bureau or INDIAN AFFAIRS, 
Washington, D. C., June 16, 1955. 
Mr. Joun J. O’Brien, Jr., 


Investigator, Public Works and: Resources Subcommittee, 
House Office Building, Washington, D. C. 


Dear Mr. O’Brren: In response to your telephone request of June 15, 1955, 
there are enclosed 2 copies each of the 2 emergency open-market purchase orders, 
which were issued for the rental of 5 vehicles for the Cherokee Agency, Cherokee, 
N. C., and for 34 vehicles for the United Pueblos Agency, Albuquerque, N. Mex. 
for the period May 9, 1955, to June 30, 1955, inclusive. 

For your information we wish to add that these orders were issued in accordance 
with a verbal understanding reached as a result of a meeting held between the 
Comptroller General of the United States, the Administrative Assistant.Secretary 


of the Department and the Commissioner, Bureau of Indian Affairs. At this 
meeting it was agreed that temporary arrangements could be made on an emer- 
gency basis to provide transportation service for the Bureau’s installations at 
‘herokee, N. C., and Albuquerque, N. Mex., for the period of time reqtiired to 
accomplish a contract through competitive-bid procedures. 

Sincerely yours, 


W. Barton GREENWOOD, 
Acting Commissioner. 
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D. L. Prererson, Trustee, 


Baltimore 18, Md., May 6, 1956. 
Mr. D. L. PrRov.x, 


Bureau of Indian Affairs, 
United States Depariment of Interior, 
Washington, D. C. 

Dear Mr. Provutx: Confirming our recent conversations we are herewith sub- 
mitting a proposal for the lessee of 39 cneeg en automobiles for use by the per- 
sonnel of the Bureau of Indian Affairs of the Department of the Interior at Chero- 
kee, N. C., and at Albuquerque, N. Mex., during the period from May 9, 1955, 
through June 30, 1955. 

After due consideration and discussion with the Mutual Life Insurance Com- 
pany of New York, we are prepared to lease the 39 cars in question at a rate of 
$405.70 for the Cherokee cars and $500 for the Albuquerque cars subject to the 
conditions enumerated below: 

1. All cars leased hereunder shall be passenger automobiles owned and titled 
and/or registered in the continental United States in the name of D. L. Peterson, 
trustee. 

2. The Bureau may use or permit the use of the leased cars only for lawful pur- 
poses whclly or in part within the United States, but in no event shall such cars 
be used for the transportation for hire of goods or passenegrs. The Bureau shall 
comply and cause all persons operating vehicles leased hereunder to comply with 
all applicable requirements of law relating to the registration, use and operation 
of the leased cars, including operator’s licensing requirements. 

3. The Bureau shall not sublease any of the cars leased hereunder. 

4. PHH will deliver to the Bureau at Cherokee, N. C. the following cars on 
May 9, 1955: 

1 1955 Chevrolet, 210, 4-door, 8-cylinder station wagon 
4 1955 Chevrolet, 210, 4-door, 8-cylinder sedans 
5. PHH will deliver to the Bureau at Albuquerque, N. Mex., the following cars 
on May 9, 1955: 
4 1955 Ford, 8-cylinder, country sedans 
10 1955 Chevrolet, 210, 4-door, 8-cylinder sedans 
10 1955, Savoy, Plymouth, 4-door sedans 
10 1955, Customline, Ford, 4-door, 8-cylinder, sedans 

6. The Bureau will pay all cost and expenses incurred in connection with the 
operation of the cars during the entire lease term, including gasoline, oil, grease, 
repairs, maintenance, tires, tubes, storage, parking, tolls, fines, etc. on or relating 
to the leased cars. 

7. The Bureau agrees to keep the cars leased hereunder in good running condi- 
tion and upon the expiration of the lease term on June 30, 1955, to surrender the 
cars in the same condition as when they were delivered, normal wear and tear 
excepted. 

8. The Bureau agrees to indemnify and save harmless D. L. Peterson, trustee, 
the Mutual Life Insurance Company of New York, and Peterson, Howell & 
Heather, Inc. against any and all claims arising out of the possession or operation 
of the leased cars during the entire lease term to the extent of the Tort Claims 
Act, August 2, 1946, as amended (28 U. 8. C., 1952 edition, secs. 2671-2680). 

It is understood that this proposal is being made solely for the convenience of 
and at the request of the Bureau of Indian Affairs of the Department of the 
Interior in the light of recent developments, 

Sincerely yours, 
D. L. Pererson, Trustee. 





AppENDIX 9 
DEPARTMENT OF THE INTERIOR 
INFORMATION SERVICE 
Bureau or INDIAN AFFAIRS 
For release June 20, 1955 
NrnE Bins ReEcetvep ror Two InpIaAn Bureau Contracts ror Auto RENTALS 


Rollins Fleet Leasing, Inc., of Rehoboth Beach, Del., was the lowest bidder for 
two contracts by the Bureau of Indian Affairs for leasing of 39 passenger cars and 
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— wagons for 2 field installations, the Department of the Interior announced 
today. 

Nine bids from six bidders were received by the Bureau for the rental contracts 
for the vehicles for use at its offices in Cherokee, N. C., and Albuquerque, N. Mex. 

For the Albuquerque contract, covering 30 sedans and 4 station wagons, 
Rollins bid was $46.05 and $54.63 a month, respectively, with an adjustment 
factor based on the price received for the cars at the end of the 12-month contract 
period. Other bidders were Central Motor Co., Gallup, N. Mex., Avis Rent-A- 
Car System, Albuquerque; Truck Rental Co., ine., Baltimore, Md., and D. L. 
Peterson, Trustee, Baltimore, Md. 

For the Cherokee contract, involving 4 sedans and 1 station wagon, the Rollins 
bid was $45.23 and $53.78, respectively, with the same adjustment factor as in 
the Albuquerque contract. Other bidders were Avis Rent-A-Car System, 
Knoxville, Tenn., Truck Rental Co., Inc., and D. L. Peterson, Trustee. 

Following reported complaints regarding the bid specifications, the Department 
last week asked the Comptroller General for a ruling on the matter. Award of the 
contracts will await a reply from the Comptroller General to this request. 


AppENpDIx 10 


Pererson, Howett & Hearuer, INc., 
Baltimore, Md., June 29, 1955. 
Hon. Eart Cuveporr, 
House of Representatives, Chairman, Subcommittee on Public Works and Re- 
sources, House Committee on Government Operations, New House Office 
Building, Washington, D. C. 


Dear Sir: During the course of the recent testimony regarding the contract 
between D. L. Peterson, trustee, and the United States Bureau of Indian Affairs 
of the Department of the Interior, much has been made of the provision in the 
contract which reads as follows: 

‘“‘Sale.—Lessee shall notify PHH of its desire to surrender any trustee-purchased 
vehicle after a lease term of 12 months as provided in section 3, and thereafter 
such vehicle shall be surrendered to the trustee at such place as may be agreed 
upon between the lessee and PHH. Notwithstanding such surrender, the lease 
term for such trustee-purchased vehicle shall continue as provided in section 3, 
and the vehicle shall remain subject to this lease. As soon as practicable, but 
not more than 60 days after the surrender of such trustee-purchased vehicle, 
PHH shall cause such vehicle to be sold and shall promptly transmit to the 
trustee the net resale proceeds of such vehicle.” 

According to the notes which we took during the hearing, several persons have 
made statements to the effect that it would be to PHH’s advantage to postpone 
the sale of surrendered leased cars until the end of the full 60-day period in order 
to obtain the additional 2 months rentals. 

As pointed out in our own testimony, ours is primarily a service organization. 
As fleet managers, we do everything possible to help companies keep operating 
expenses to a minimum. It is not reasonable to assume that we will be able to 
maintain our distinquished list of clients if we were to take advantage of them in 
the manner implied by the statements referred to above. 

Furthermore, as a matter of standard practice, cars are purchased and sold on 
a trade-in basis which means that in the normal course of business a car is sold 
to the dealer who delivers the new car on the very same day that the used car is 
surrendered. 

The members and staff of your committee are cordially invited to visit our 
offices in Baltimore to examine the records on the sale of fleet cars to determine 
for themselves our history and experience. 

We respectfully request that this statement be entered as a part of the record 
for the hearing in order to clear up a fundamental misconception of our method 
of operation. 

Sincerely yours, 
Joun 8S. LAuuey. 
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APPENDIX 11 


COMMONWEALTH OF PENNSYLVANIA, 
GoOvVERNOR’s OFFice, 
SECRETARY OF ADMINISTRATION, 
Harrisburg, August 1, 1955. 
Hon. Eart Cuuporr, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuuporr: Enclosed is a copy of the proposed plan for the purchas- 
ing of State-owned cars on a fleet basis as you requested. 
it anything is left unsaid, do not hesitate to write. The report was purposely 
made elaborate to include detailed information. 
Sincerely yours, 
Donatp K. PRopeErt, 
Acting Director, Bureau of Management Methods. 


{Excerpts from purchase and disposition of State-owned automobiles, June 1955, prepared by Bureau of 
Management Methods, Department of Administration, Commonwealth of Pennsylvania] 


Ill. Conciusions 


Present Commonwealth practices, in relation to the purchase and disposition 
of State cars, have the following adverse effects: 

A. Maintenance and operating costs are excessive due to— 

1. Executive board rules requiring storage of all State cars at places 
designated by the department of property and supplies, shelter at night 
when away from normal or usual storage facilities, and no parking in the open 
under any circumstances. 

2. The practice of purchasing automobile insurance on a unit rather than 
on a fleet basis. 

3. The rule of thumb requiring operation of a car for approximately 
100,000 miles prior to trade-in or sale results in practically full depreciation 
prior to replacement. 

4. Operation of vehicles for such high mileage results in extensive repair 
and material costs. 

B. Purchase by single units, or in small lots, rule out price advantages inherent 
in a fleet purchase plan. 

C. Disposition, whether by trade-in or cash sale, is on a single-unit or small-lot 
basis, consisting almost entirely of high-mileage or wrecked vehicles. Disposition 
of such vehicles brings little return on the initial investment. Advertising of 
cars to be sold is on a limited basis, which means fewer bids. Normally, the fewer 
persons interested in bidding on cars means lower resale values. 

D. The processing from the time of receipt of purchase request through award 
of contract is slow and cumbersome. 

FE. Trade-in values received by Pennsylvania are considerably lower than cash 
sale value received by the Maryland State Department of Health for comparable 
years and makes of cars. 

F. Under the present organization of the department of property and supplies, 
three units are involved in the purchase, control, and disposition of State ears. 
While this division of work has not been a serious handicap in terms of the present 
system, it could present a number of complications upon implementation of the 
annual turnover fleet plan. 


IV. ReEcOMMENDATIONS 
A. ORGANIZATION 


It is recommended that a single unit be established in the department of prop- 
erty and supplies to handle the purchase, control, and disposition of State cars. 
With the volume of turnover on an annual basis, major protlems of scheduling 
purchase and disposition, and establishment of operative supervision of the 
fleet, could probably be handled more effectively through a single unit than by the 
three separate units that are now in exjstence. The basic qualification for the 
individual to head such a unit wouid be administrative ability. It must be a 
person who has initiative, is conscientious. and is sincerely interested in imple- 
menting the plan to the fullest advantage of the Commonwealth. Key sub- 
ordinates in such a unit would be: (1) an expert on automotive purchasing, 
(2) an expert on disposition of used cars, and (3) a person familiar with servicing, 
gan cost reporting of automotive equipment, and handling the control aspects 
of the plan. 
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B. PURCHASING AND DISPOSITION 


1, It is recommended that the Commonwealth move to a system of turning 
over the entire fleet annually. 

2. If at all possible, purchase and « ispostion should be accomplished during the 
first 6 months of the calendar year. 

3. The operating car should be restricted to Ford, Chevrolet, and Plymouth. 

4. The middle series, rather than the stripped models, should be purchased 
because of their increased resale value. 

5. A variety of colors should be used in order to increase the marketability of 
the fleet at the time of disposition. The only exception on color should be light 
gray, reserved for that portion of the State police fleet which is used for traffic 
control. This represents about 500 of the State police fleet of 900 cars. 

6. It is recommended that a mixture of 6- and 8-cylinder cars be purchased, 
perhaps with a ratio of two 8’s to one 6. The reason is to make purchase more 
attractive to a larger number of persons at the time of resale. 

7. A combination of 2-door and 4-door sedans should be purchased. A 50-50 
ratio, or possibly a little heavier on the 4-door sedan purchases, is suggested. 
Increasing the attractiveness at time of disposition is the primary reason for this 
recommendation. 

8. Identification in the form of lettering or decals should be eliminated, except 
for that portion of the State police fleet where it is desirable to retain identification. 
To replace such decals or lettering, permanent special license plates are recom- 
mended for use on State cars only. 

9. In order to minimize depreciation costs, it is strongly recommended that 
late model cars be replaced before older models. 

10. In order to decrease automotive insurance costs, it is strongly recommended 
that the Commonwealth change from the unit insurance plan to a fleet insurance 
plan. 


ApPENDIXx 12A 


State Buys 450 Cuevro.tet Cars—Low Bip Supmitrrep By GENERAL Motors 


HaRRispiurc, July 22.—Secretary of Property and Supplies William D. Thomas 
announced today that the State will purchase 450 Chevrolets sedans, the first lot 
of an annual turnover of 3,200 cars. 

Thomas said the contract will be awarded to the Chevrolet division of the 
General Metors Corp. on the basis of low bids submitted yesterday. 

The State will pay $1,139.89 for each of 270 two-door sedans; $1,172.15 for 150 
four-door models and $1,223.86 for 30 ‘‘souped-up” two-door jobs for the State 
police. The latter cars will be equipped with dual exhausts and overdrive. All 
are model 210 eight-cylinder cars and will cost the State approximately $1,000 
less than retail. 

Chevrolet is the only firm to have bid direct. Ford and Plymouth bids, sub- 
mitted by individuals dealers, were $50 and more higher for each class of car. 

The new cars, the first sizable purchase of Chevrolets by the State in recent 
years, will be offered for resale at retail after a year’s use. The first 100 used cars 
were offered for public sale 2 days ago. 


Apprenpix 12B 
[From Philadelphia Evening Bulletin, June 10, 1955} 
Strats To Gur Cars WHOLESALE, Sent Toem Reta A YEAR LATER 


HarrissvurG, June 10,—Governor Leader today announced a new State policy 
in which it will buy its automobiles wholesale and after a year’s use sell them on a 
retail basis to the public. 

The new plan, Leader said, would effect a saving of as much as $2 million to 
$2,500,000 a year. 

Based on the performance of a similar plan in operation in Maryland, the State 
hopes to get a year’s use of its cars for practically nothing. 
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MARYLAND DOZS IT 


Leader said Maryland has been paying an average of $1,070 for Fords, 
Chevrolets, and Plymouths on purchases from the manufacturers, operating 
them a year and reselling them to the public for an average of $1,067 per car. 

The net cost per car has been only $3 a year. 

A similar plan is in use in New Jersey, Leader said, and the Pennsylvania plan 
was developed after learning about it from Gov. Robert B. Meyner. 

Harrisburg area auto dealers, who got an advance tip on the plan, lodged a 
violent protest with State officials yesterday on grounds that it would upset the 
local used car market. 

John P. McHenry, director of the Bureau of Management Research in the 
Governor’s office, promised to have the State sales staggered to avoid this possibil- 
ity. 

FIRST SALE NEXT WEEK 


The first used car sales by the State will be announced next week. Some 450 
“‘big three’ cars will be offered for sale to the general public. 

Most of these cars are well over a year in age. 

In line with the new policy, McHenry announced that future State cars will be 
purchased in light colors to improve their resale potential. 

State officials said it would take 2 years to put the department of property and 
supplies fleet on the new basis. The highways department, which has a large 
fleet also, has not yet announced whether it will also adopt the new policy. 
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GENERAL ACCOUNTING OFFICE, 
CoMPTROLLER GENERAL OF THE UNITED STaTsEs, 
Washington 25, August 8, 1955. 
Hon. Earut Cauporr, 
Chairman,Public Works and Resources Subcommittee of the Committee on 
Government Operations, House of Representatives. 


Dear Mr. CuarrMan: Further reference is made to your letter of June 29, 
1955, requesting a detailed analysis of the bids received by the Bureau of Indian 
Affairs, Department of the Interior, on invitation for bids Nos. P108 and P109 
for the leasing of passenger-carrying vehicles to provide transportation services 
at Cherokee, N. C., and Albuquerque, N. Mex., during the fiscal year 1956. 

As you are aware, the Secretary of the Interior was advised by decision of June 
24, 1955, that the time limitation provided in the invitations for the delivery of 
the vehicles was insufficient to allow the free and open competition required by 
section 3709, Revised Statutes, and that, therefore, no award should be made 
under either invitation. The Administrative Assistant Secretary of the Interior, 
by letter dated June 28, 1955, advised that no contract would be awarded under 
the invitations. 

The invitations, copies herewith, requested bids on the basis of (1) a flat rate 
per car per month, item 1A (sedans) 1B (station wagons), and paragraph 3 of 
item 2; (2) a monthly charge based on depreciating the purchase price of the 
automobiles over a specified period of time, item 2, paragraphs 4 and 5; and (3) 
any other plan of leasing not covered elsewhere, item 2, paragraph 6. 

An abstract showing the bids received is set out on schedule A attached. 

: = he specific questions raised in your letter and our comments thereon are as 
ollows: 
“1. What was the lowest bid received?” 

As will be seen from schedule A, on items 1A and 1B of both invitations, the 
bids of Rollins Fleet Leasing, Rehoboth Beach, Del., were the lowest received. 
However, because of the wide discrepancy between the bids submitted by Rollins 
and other bidders under items 1A and 1B and since the totals of Rollins’ bids on 
items 2, perserarhs 4 and 5, are identical with its bids on items 1A and 1B, it 
may be that Rollins may actually have intended its bids on items 1A and 1B to 
apply to paragraphs 4 and 5 of item 2 and be subject to a depreciation adjustment. 

n the flat rate per month basis (items 1A and 1B), Avis Rent-a-Car System, 
Nashville, Tenn., was the second low bidder under invitation No. P 108 for cars 
to be delivered to Cherokee, N. C.; and the Central Motor Co., Gallup, N. Mex., 
was the second low bidder on items 1A and 1B under invitation No. P109 for cars 
to be delivered to Albuquerque, N. Mex. However, neither of these bidders 
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offered to deliver all the automobiles by July 1, 1955, as required by the invita- 
tions and, therefore, these bids were not responsive to the invitations. 

Under the plan for oe of actual depreciation plus service charge (item 2, 

. 4and 5) Rollins Fleet Leasing was the lowest bidder under both invitations. 


second low bidder under both invitations was D. L. Peterson, trustee. How- 
ever, since identical equipment was not specified by both Rollins and D. L. 


Peterson, there is attac as schedule B a computation showing the comparative 
cost to the Government of cars offered by these two bidders. D. L. Peterson’s 
bids did not guarantee to deliver the automobiles by July 1, 1955, and did not 
arantee a maximum pereens of depreciation as required by the invitations. 
herefore, Peterson’s bids were not responsive to the invitations. 
“2. Were the bids in the best interests of the Government from the stand- 
point of price?” 

As was brought out in our letter of open 27, 1955 (B-123491) to you, we believe 
that the leasing of automobiles would be more costly to the Government than if 
the Bureau of Indian Affairs purchased its own vehicles. Our conclusion is 
based on the fact that the original cost of the vehicles purchased by the prospec- 
tive lessors is greater than the amounts which the Government pays for passenger 
vehicles. In addition, the lessors’ invoice prices include taxes and service charges 
which are not normal items of cost to the Government. Furthermore, the rates 
of interest charged by lessors for financing the contract are in excess of the interest 
rates paid by the Government. 

“3. What would be the cost to the Government under each of the bids 
received?” 

This question cannot be answered with any degree of certainty since a number 
of factors might affect the cost to the Government, such as maintenance and depre- 
ciation, depending upon whether new or used cars were obtained. However, 
there is attached as schedule C a computation showing the probable cost to the 
Government under each of the bids received together with certain qualifying 
notes. 

There is also enclosed for your information a copy of our letter of today to 
Rollins Fleet Leasing concerning its protest against our decision of June 24, 1955, 
to the Secretary of the Interior, advising that no award should be made under 
invitations for bids Nos. P108 and P109. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 


ComPpTROLLER GENERAL OF THE UNITED SrateEs, 
Washington 25, August 8, 1955. 
Rouuwws Fieer LEasine, 
Moore Bui'ding, RehobothBeach, Del. 
(Attention: James FE. Maher, vice president, sales.) 

GENTLEMEN: Reference is made to your letter of July 15, 1955, to the Assistant 
Commissioner, Bureau of Indian Affairs, Department of the Interior, requesting 
reconsideration of our decision of June 24, 1955, copy herewith, to the, Secretary 
of the Interior, advising that, since the time limitation was insufficient to allow 
the free and open competition required by section 3709, Revised Statutes, no 
award should be made under invitations for bids Nos. P108 and P109 issued by 
the Bureau of Indian Affairs for the leasing of paassenger-carrying vehicles to 
provide transportation services at Cherokee, N. C., and Albuquerque, N. Mex., 
during the fiscal year 1956. 

It is stated in your letter that a review of the decision is requested with a view 
of alleviating the penalty inflicted upon your organization by the unfortunate 
coincidence of a congressional investigation of the purported actions of other 
parties and that the following facts should influence a decision your favor: 

“1, Their restrictive finding was directed toward other parties. 

“2. Our proposal met all requirements without exception including an alternate 
proposal available to any bidder. 

“3. The ability to meet and perform Government contract requirements is not 
necessarily inherent in every organization large and small. 

“4. As a disinterested party in the congressional hearings and uninformed as to 
the pros and cons thereof, we do not take a position whether or not the bid was 
restrictive. However, the GAO’s decision that they were restrictive and favored 
another party thus generating severe operating conditions on Rollins as low 
bidder overlooks the fact that we agreed to meet all requirements and specifica- 
tions. Our company has grown to one of the largest in the Nation, due to 
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aggressiveness, ability, and experience to meet any and all operating conditions 
and, as important, the courage to explore new areas in the leasing of automobiles, 
trucks, and aircraft. 

**5. A review of our bids for finance leasing and maintenance leasing makes it 
apparent that we are interested in a proper leasing program to meet Government 
transportation requirements that will result in important economies and the 
most efficient operations. The intent of the invitations was to set up a pilot 
program and we stand ready to prove its feasibility.” 

At the outset, let it be stated that the congressional hearing concerning the 
leasing of automobiles by the Bureau of Indian Affairs had no bearing on the 
conclusion reached in the decision of June 24, 1955. - The decision was based 
solely on the fact that the maximum of 14 days allowed by the invitations for 
delivery of the automobiles at Cherokee, N. C., and Albuquerque, N. Mex., was too 
unrealistic to meet the requirements for free and open competition. 

The restrictive finding was not directed toward any parties but against the 
delivery requirements of the invitations for bids. Under the competitive-bidding 
system, an invitation may not contain restrictions or conditions, not required in 
the public interest, which tend to limit competition. In the instant case, while 
your organization may have been able to meet the delivery requirements, you 
were the only one of the five bidders who was in that position. Also, had a 
reasonable time for delivery been allowed, other bidders might have responded. 

Accordingly, you are advised that there is no legal basis to modify the conclusion 
reached in the decision of June 24, 1955. 

Very truly yours, 
JosEPpH CAMPBELL 
Comptroller General of the United States. 
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CONTRACTS FOR RENTAL OF AUTOMOBILES 


AppENpDIXx 14 


DEPARTMENT OF THE INTERIOR, 
BureEAv oF INDIAN AFFAIRS, 
Washington 25, D. C., September 12, 1955. 
Mr. Joun J. O’Brien, Jr., 
Investigator, Public Works and Resources Subcommittee, 
House Office Building, Washington 25, D. C. 


Dear Mr. O’Brien: This is in response to your telephone request of recent 
date. Enclosed are two certified true copies of the Cherokee automotive report 
covering the disposal of 17 passenger vehicles, and informal phone quotation 
data sheet, setting forth the details of quotations furnished this office on September 
1954 and May 2, 1955. 

Sincerely yours, 


Guenn L. Emmons, Commissioner. 
Enclosures 4 
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AND MILITARY) OF THE UNITED STATES GOVERNMENT LO- 
CATED IN THE UNITED STATES, IN THE TERRITORIES, AND 
OVERSEAS AS OF JUNE 30, 1955 





Marcn 21, 1956.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWELFTH INTERMEDIATE REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On March 21, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, ‘Real 
and Personal Property Report (Civilian and Military) of the United 
States Government Located in the Continental United States, in the 
Territories, and Overseas, as of June 30, 1955.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was unanimously approved as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


House Resolution 26 was introduced in the House of Representa- 
tives on January 5, 1955, by Congressman Martin Dies, of Texas, 
proposing a special committee of the Congress to investigate public 
property and to make an inventory and 5 tye of all properties 


owned by the United States Government. To accomplish the pur- 
pose of Congressman Dies’ resolution the House Committee on 
Government O rations, pursuant to its statutory responsibilities as 
contained in rule XI, section 8 of the House of Representatives,’ and 
under the direction of its chairman, has prepared this Real and Per- 
sonal Property Inventory Report of the United States Government 
as of June 30, 1955. This report is an inventory of the United States 


“Committee on Government Operations” * * * shall have the duty of * * * “studying the operation 
of Government activities at all levels with a view of determining its economy and efficiency.” 


1 





2 REAL AND PERSONAL PROPERTY INVENTORY REPORT 


Government’s assets in continental United States, the Territories, 
and at overseas bases and installations. 

Members of the committee have long been cognizant of the need 
of an accurate and comprehensive reporting and accounting of this 
country’s assets. This is a particularly timely project, especially 
since so much is said about the size of the national debt. This report, 
however, will not attempt to present a true “balance sheet”’ approach 
to the Nation’s net worth by offsetting liabilities against a listing of 
Federal assets; rather it will afford a clearer insight for members of the 
committee, the Congress, and the taxpayers of this country as to the 
size and scope of this Nation’s assets which are being recorded, in the 
form of this report, for the first time in history. 

Nation’s Business (August 1955) reports that in 1902 each American 
owed a proportionate share of the national debt amounting to $43, 
whereas in 1955 his share amounted to $1,900. The national debt 
is $280,017 ,202,093.23.? 

By necessity, because of the size, scope, and nature of properties 
which are assets of the United States Government, this initial compre- 
hensive Federal real and personal property inventory report, compiled 
on a worldwide basis, does not include values of public domain lands, 
national forests, properties withdrawn from public domain for na- 
tional parks, conservation purposes, and various other uses, oil and 
mineral deposits, realty held in trusts of various kinds (such as 
Indian lands), monuments and memorials, extremely valuable 
collections of art, donated libraries, manuscripts and other priceless 
treasures located in the Smithsonian Institution, art galleries, the 
Archives, and other Federal institutions located throughout the 
United States. In most cases, the acreage of the real estate in the 
above-mentioned categories has been listed in the report without bene- 
fit of an appraised value. Also excluded, in Defense inventories, are 
supplies and equipment in such overseas field Army depots and over- 
seas Air Force depots as are not under complete accounting control 
and minor items of equipment issued for use to Army units. These 
items are accounted for in the Department of Defense inventories. 
The Department of Defense represents that the inventories not cur- 
rently under accounting control represent a very small portion of the 
total inventory and that vigorous steps are presently in process to 
bring these items under accounting control. 

It will be noted in the realty portion of this report that there are 
minor differences in figures reported by the Department of Defense 
and the General Services Administration on Defense realty. These 
differences have been reconciled in the Department of Defense realty 
tables contained herein. The reason for these differences is that in 
reporting figures to the Pentagon by Defense installations, costs of or 
interest in ‘‘leased,”’ ‘temporary use,” “easements,” “public domain,” 
and ‘foreign rights’’ were included in realty figures submitted to the 
committee. The General Services Administration, in reporting its 
figures to the committee, included only costs of properties to which 
the United States Government. actually holds title, or in which the 
Government has an interest which is the equivalent of being federally 
owned. In the case of lease-purchase property, no value is recorded 
until title actually passes to the Federal Government. At the time 


? As of February 28, 1956. 
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of title transfer, property 1s recorded as a Federal asset at acquisition 
cost value. 

The committee has been informed that the United States Govern- 
ment owns 5,100 patents and also has numerous designed patents and 
copyrights. The Government has licenses to use 16,000 privately 
owned patents. The use of these patents results in a large saving in 
royalties. The Government’s interests in patents and copyrights is 
decidedly a positive asset—one on which no monetary value has 
been placed. 

In subsequent reports, attempts will be made, where practicable, to 
list realty and personalty at current value rather than have them shown 
at acquisition cost value (at time of acquisition or purchase) or at esti- 
mated cost value. Items which have been termed as “priceless’’ or 
that have no value listed either will be valued or estimated so that in- 
ventories will represent a current value to the United States Govern- 
ment and the American people. Also, attempts will be made to value 
categories of properties which have been omitted in this initial report. 

Staff members were assigned the responsibility of obtaining data 
from representatives of the Department of Defense and various 
Government agencies and departments in Washington for the com- 
pilation of an inventory report covering assets of the United States 
Government located in continental United States, the Territories, and 
at overseas bases. Members of the full Committee on Government 
Operations of the House of Representatives approved this project in 
July 1955 after considering and adopting a progress report on the 
project (Fifth Intermediate Report of the House Committee on 
Government Operations, dated July 27, 1955) which was presented 
to the committee by the staff members working on the report. <A 
copy of the intermediate report, with revisions, appears in appendix 4. 

On. April 13, 1955, the Senate Committee on Appropriations ordered 

rinted an Inventory Report on Federal Real Property in the United 
States as of December 31, 1953. This report was the first attempt 
which had been made to publish an inventory of Federal realty located 
in the United States. The report was prepared under the supervision 
of the General Services Administration together with the assistance of 
various Government agencies. Inasmuch as this represented an 
initial attempt to assemble such data, naturally there were some gaps 
in the report and some vital information was not reported to the 
General Services Administration, for submission to the Senate Appro- 

riations Committee, for inclusion in the report.2 An attempt has 

een made to cover many of these omitted areas in the property 
inventory report of the House Committee on Government Operations. 

Under authority contained in section 410 of Public Law 216 of the 
8ist Congress, approved August 10, 1949, the Secretary of Defense 
was directed to cause property records to be maintained in the three 
military departments, so far as practicable, on both a quantitative 
and monetary basis, under regulations prescribed by him. It was 
directed further that such property records include the fixed property, 
installations, and major items of equipment as well as the supplies, 
materials, and equipment held in store by the armed services. The 
Secretary was directed to report annually thereon to the Congress and 
to the President. 


*On ar 14, 1956, a second report, prepared by the General Services Administration, was released 
by the Senate Propriations Committee covering Federal real —— in continental United | States as 
June 30, 1955. The same data appears in this House Inventory Report 
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In November 1955—more than 6 years after—the Department of 
Defense submitted its first report, as of December 31, 1954, to the 
Congress as prescribed. 

It is under the authority contained in the above paragraphs that an 
inventory report of the assets of the United States Government, in the 
prescribed areas listed, was authorized. 


ACCOMPLISHMENTS 


Such an inventory report as this represents a vast undertaking and 
many hours of close application—reaching to all areas of the world 
where there is an investment on the part of the United States Govern- 
ment—have been required to compile data covering inventories of real 
and personal properties. Staff conferences have been held between 
committee staff members working on the project and representatives 
from the Department of Defense and most of the Government depart- 
ments and agencies located in Washington. Such meetings and con- 
ferences have been held at various and frequent intervals during the 
past several months concerning areas to be covered and methods of 
reporting procedures to be used in furnishing data to the House Com- 
mittee on Government Operations. Individual agency and department 
conferences and joint conferences, have been held for these purposes 
and the committee is deeply indebted to the staff members of the 
various departments for their keen interest in, and their able assistance 
to, the House Committee on Government Operations in the prepara- 
tion of this report, 

In compiling data of a classified nature for inclusion in this report, 
the committee and staff members have kept in mind the importance 
and necessity of security regulations. Such data has been handled 
in such a manner as to insure accuracy in these areas and at the same 
time remain informative. Breakdown figures covering general items 
have been used in every instance possible and only in restricted areas 
have lump-sum figures been used. Substantiating data covering 
restricted areas are available within the departments for those quali- 
fied to see and study on a need-for-use basis. 

A recent survey by the Commission on Organization of the Execu- 
tive Branch of the Government estimated that the Department of 
Defense held 99.6 percent of the total Government personalty and 
capital assets of a personal property nature, as of June 30, 1954, 
valued at something like $114.5 billion. For the purpose of observing, 
firsthand, the reporting methods and the accounting procedures em- 
ployed in reporting inventories of this magnitude to the Secretary 
of Defense for submission to the President and the Congress, 4 sta 
members of the committee, together with 2 representatives of the 
Department of Defense, inspected various recordkeeping facilities and 
reporting methods used at Defense installations in Europe and North 
afaics in August-September 1955. In addition to conferences held 
with representatives of all departments of the military (Army, Navy, 
and Air Force) conferences were also held with representatives of 
the Department of State, the International Cooperation Adminis- 


* Not including corporations. This sum includes capital (fixed) assets of a personal property nature, 
such as naval vessels, aircraft, weapons, rrovable industrial installations, vehicles, office equipu ent, etec., 
estimated at $48.5 billion based upon the Navy report of initial cost of ships, ordnance, equipage, 
etc., totaling $24.3 billion as of June 30, 1953, and the assumpfion that the Army and Air Force together 
hold capital assets of similar magnitude. 
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tration (formerly Foreign Operations Administration), the United 
States Information Service, and other agencies in the areas visited. 

Much informative data was obtained concerning reporting facilities 
used by Defense units and Government agency units abroad in 
reporting their inventories to Washington. A complete report on the 
trip was furnished the chairman of the House Committee on Govern- 
ment Operations on October 14, 1955. 

Staff representatives working on this initial Federal realty and 
personalty inventory report were afforded an opportunity of observing, 
firsthand, inventories and installations which represented billions of 
American dollars at bases overseas. Generally speaking, accurate 
accounting of inventories appeared to be practiced at the present 
time and more and more emphasis to be placed on up-to-date account- 
ing methods within the Department of Defense—a situation that 
has needed improvement and refinement. Government agencies and 
the Department of Defense have used different methods in reporting 
the value of realty at overseas bases to the Pentagon and to respective 
agencies in Washington. Government agencies report the actual 
acquisition cost value of real estate owned by the United States 
Government, and there is no asset value placed on realty abroad 
which is rented or leased on short-term leases. Where improvements 
or major repairs, such as modernization or rehabilitation, are made 
to property abroad owned or held by the United States under a 
long-term lease, the cost of such improvements or repairs are included 
in the listed value of the property. The Department of Defense, 
moreover, maintains several categories of records listing realty under 
its jurisdiction at overseas bases, depending on the existing condi- 
tions in the host country concerned. Costs of repairs and improve- 
ments to properties are maintained in a separate account. Listed 
below are some of the categories of record which are maintained, 
depending entirely on the situation existing in the host country: 

(a) Actual acquisition cost value of property. 

(6) Actual United States dollar investment in repairs and im- 
provements to properties. 

(c) Acquisition cost of confiscated property (or estimated cost 
value where records have been destroyed). 

(d) Value of deutschemark constructed property (from occu- 
pation funds). 

(e) Value of deutschemark purchased property (from occupa- 
tion funds). 

(f) Value of deutschemark requisitioned property (or estimated 
cost value where records have been destroyed). 

(g) Estimated acquisition cost of properties where it is im- 
possible to obtain such data frem a host government. 

(hk) Actual United States foreign aid investment in construc- 
tion and improvement of property. 

This report, for purposes of clarity and reality, lists only the actual 
United States dollar investment in foreign properties under the juris- 
diction of the Department of Defense. The reasoning behind this 
decision is that the actual dollar investment represents a true asset 
value to the United States Government inasmuch as if and when 
United States forces move out of an occupied area, the title to prop- 
erties so occupied automatically reverts to the host country and the 
amount of the United States investment in the properties represents 
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a residual value investment, which net value, or any part thereof, re- 
verts to the United States Government through agreements worked 
out by officials of the Department of State, the Department of De- 
fense, and the foreign office of the host country concerned. However, 
data contained in the various categories listed above are maintained 
by the Department of Defense and are available on a need-for-use 
basis by qualified inquirers. 


ACKNOWLEDGMENTS 


Acknowledgment is made to Government agency and department 
representatives who have been of assistance to the committee in the 
furnishing of needed data for inclusion in this report. The following 
agencies and departments have been particularly helpful to the com- 
mittee in furnishing needed data, either direct or on a representative- 
for-agency basis: 

The Department of Defense 

The General Accounting Office 

The General Services Administration 

The Architect of the Capitol 

The Supreme Court of the United States 

The Library of Congress 

The Sergeant at Arms, United States Senate 

The Clerk of the House of Representatives 

The Administrative Office of the United States Courts. 

Without the able assistance of representatives of the above men- 

tioned offices, the compilation of accurate data in the realty and 
personalty fields—as represented in this report—would not have been 
possible. 


GENERAL COMMENTS AND CONCLUSION 


It is the intent of the House Committee on Government Operations 
that this Federal real and personal property inventory report will be 
a continuing project—one that will become more refined and more 
complete. Now that this initial report has been prepared, data that 
have never been assembled or made public previously have been 
compiled, and organization of reporting procedures established for 
furnishing the committee with inventory data, it appears that an 
annual reporting of the assets of this country in the future is a definite 
physical and fiscal possibility. 

One of the desired goals of this project is the establishment of con- 
sistency (in end results) in recordkeeping, accounting, and reporting 
of property in all Government departments and agencies. Informa- 
tion which has been compiled to date points out areas to the General 
Accounting Office, the Bureau of the Budget, and to other Government 
agencies where improvements can be made in financial management of 
realty and personalty inventories, including the development and costs, 
in terms of goods and services actually applied in operations, as a 
fundamental basis for improved programing, budgeting, accounting, 
and reporting. 

Considerable progress has been made within the Department of 
Defense and wsacial eoalaanis is being given to the integration of 
property accounting with fund accounting, developing and improving 
the quantitative and monetary records, extension of stock-fund inven- 
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tories and inventory reports. Similar progress has been made in 
other Government departments and agencies. Representatives of the 
General Accounting Office and the General Services Administration 
have advised the committee that work on this project has been of 
great assistance in improving property accounting and reporting 
methods on federally owned properties. This improvement will have 
a marked bearing on future eral property inventory reports. 

It is believed that this inventory report will encourage efficiency 
and economy in the Government’s management supply program in 
cross-servicing, distribution, procurement, stock management and 
control, storage, surplus disposal, and warehousing of personalty. 
In the real property area, it will expedite the disposal of surplus 
property, return properties to tax rolls of State and local govern- 
ments, and encourage suitable acquisitions between Government 

encies, thereby providing a “check and availability” status of areas 
where land or storage space is presently being held. 

The committee realizes that certain refinements will be added to 
subsequent reports and that appraisals on omitted properties can be 
made at a future date. Such appraisals will greatly increase the 
inventory value of this country’s assets. It should be borne in mind 
that a very careful approach has been made to using estimated cost 
values in this report. In each such instance, a fair value has been 
used rather than hazard an opinion without proper study. 

An up-to-date record, such as is represented by this report, serves as 
a step in the right direction of enabling all of us to be better informed 
on asset values of the United States Government—in the continental 
United States, in the Territories, and overseas. 





Worutpwipe U. S. GoverNMENT PrERSONALTY RECAPITULATION AS 
or JUNE 30, 1955 


Agency or department 

Executive agencies, offices, and establishments of the U. 8. Amount 

Government, excluding the Department of Defense $50, 692, 729, 000. 00 
Cash and related cash items reported by the U. 8S. Treasury 

for the U. 8. Government 7, 848, 112, 000. 00 
The Architect of the Capitol 2, 428, 669. 00 
Sergeant at Arms, U. 8. Senate___- 355, 836. 73 
Clerk of the House of Representatives of the United States_. 3, 194, 536. 54 
ee Laneery 8 CONROE ns 8 se Lea 2, 290, 494, 376. 00 
The Supreme Court of the United States 1, 158, 137. 87 
United States courts of appeals, United States district 

courts, and special United States courts 17, 823, 323. 28 
The Department of Defense 107, 351, 000, 000. 00 
Corps of Engineers, Civil Functions_._...._.._.-- ae 176, 900, 000. 00 


Grand total, personalty . 168, 384, 195, 879. 42 


GRAND RECAPITULATION OF THE REALTY AND PERSONALTY ASSETS 
oF THE U. S. GOVERNMENT (Executive AGENCIES, OFFICES, AND 
ESTABLISHMENTS OF THE GOVERNMENT, INCLUDING THE DEPART- 
MENT OF DEFENSE) AS OF JUNE 30, 1955 


Personalty $168, 384, 195, 879. 42 
Realty 39, 529, 297, 658. 00 


Grand total 207, 913, 493, 537. 42 
8 





PrersonaLty INventoRY oF Executive AGENcIES, OFFICES, AND 
ESTABLISHMENTS OF THE U. S. GOVERNMENT, EXCLUDING THE 
DerPARTMENT OF DEFENSE, AS OF JUNE 30, 1955 


$3, 626, 400, 000 

3, 694, 475, 000 

Loans receivable_.__....____-- 18, 997, 477, 000 
Accrued interest receivable _ __- 248, 236, 000 
Accrued revenue 4, 563, 000 
Commodities for sale 5, 085, 602, 000 
Material held for national defense 5, 947, 431, 000 
Materials and supplies 369, 682, 000 
Wines Sr NOUN ror ee Se ee eS 1, 288, 071, 000 
Collateral acquired other than real estate 153, 950, 000 
Equipment 10, 308, 824, 000 
Deferred and undistributed charges 64, 238, 000 


Other assets 903, 780, 000 
50, 692, 729, 000 


Norte.—All assets reported above are shown in gross amounts with no deductions for allowances, for losses 
and depreciation. Only wholly Government-owned corporations and wholly owned assets are included 
Assets held under trust arrangements and intergovernmental assets are excluded. 
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CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, August 15, 1956. 


















REALTY AND PERSONALTY INVENTORY REPORT OF THE HOUSE 
MITTEE ON GOVERNMENT OPERATIONS AS OF JUNE 30, 1955 


COM- 








To the heads of departments and independent establishments 

1. Purpose —This circular letter announces a project to determine 
the value of real and personal property of the Federal Government as 
of June 30, 1955, to be incorporated in a realty and personalty inven- 
tory report of the House Committee on Government Operations which 
will be made to the Congress. The cooperation of the staff of the 
General Accounting Office has been requested by the House com- 
mittee to coordinate this undertaking which will require the support 
and cooperation of every agency of the Government. 

2. Coverage —This financial inventory of real and personal property 
will cover all assets located in the United States, the Territories, and 
overseas which are held by the United States or wholly owned Govern- 
ment corporations. Assets of trust programs will also be included 
but they shall be separately reported and identified. 

3. Reports to be submitted—A report of the assets held on June 30, 
1955, by each holding agency shall be submitted no later than Novem- 
ber 1, 1955. For purposes of this project, a holding agency is defined 
as any executive department, agency, commission, authority, admin. 
istration, board, or other independent establishment in the executive 
branch of the Government, including any corporation wholly owned 
by the United States. As the committee staff has made arrange- 
ments to obtain the information for this project directly from the 
Department of Defense and also the judicial and legislative branches 
except the Government Printing Office and General Accounting 
Office, these agencies are not subject to this request. Executive 
departments maintaining accounts at the bureau level will submit 
individual bureau reports without consolidation. Assets held at the 
departmental level and not included in the individual bureau reports 
should be reported separately so that all assets of the executive 
department will be included. 

This report shall be prepared on GAO Form No. 247: Report of 
Assets, exhibit 1, attached, which is similar in format to the statements 
rendered by many agencies under Budget-Treasury Regulation No. 3. 
The monetary values reported shall be derived from the accounts of 
the agency. Where the value of the assets are not reflected in the 
accounts, the amounts must be developed from other records on the 
basis of acquisition cost (estimate if not known) and so identified. 
The reporting agency may find that it does not have some of the 
categories of assets listed on the form and should type 0 in the amount 
spaces for the lines not used as positive indication that the category 
has been considered. In all cases where like items are being reported 
as of the same date to other committees of Congress, the Bureau of the 
Budget, the Treasury Department, General Services Administration, 
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the General Accounting Office, or in published statements of the 
agency, a high degree of coordination must be exercised by the report- 
ing agency to maintain the usefulness of the data. As a specific ex- 
ample, the values reported for (1) land, (2) buildings, and (3) struc- 
tures and facilities must agree generally with the total of the reports 
rendered to the General reese Administration on an installation 
basis. The cost of buildings, structures, and facilities under con- 
struction not reported to GSA but included in this report should be 
footnoted for ready reconciliation. An original and one copy of the 
report, as of June 30, 1955, shall be submitted to the General Account- 
ing Office, Accounting Systems Division, Washington 25, D. C., on 
or before November 1, 1955. Those agencies which can submit 
reports sooner are requested to do so in order to facilitate and expedite 
the preparation of the consolidated report to the House committee. 
Detailed instructions for the preparation of this report are contained 
in exhibit 2 attached. 

4. Supply of forms.—-GAO Forms No. 247 to be used in this project 
are attached. 

5. Agency liaison.—You are requested to notify the Accounting 
Systems Division, General Accounting Office, Washington 25, D. C., 
telephone Executive 3-4621 (Government dial code 195), extension 
3324, as soon as possible, the name of the official designated by you 
to serve as liaison on this project to provide the House committee 
with a schedule of the value of the real and personal property of the 
United States. 

Inquiries regarding this project should be directed to Mi. A. R. 
Rosin, Assistant Director of the Accounting Systems Division of the 
General Accounting Office. 

JoserH CAMPBELL, 
Comptroller General of the United States. 
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GAO Form 247. 





REPORT OF ASSETS 

















































































































vo Reporting Entity As of 
a* June 30, 1966 
7 
ASSETS (IN THOUSANDS OF DOLLARS) 
Cash and Fund Balances: 
i Cash in banks, ». 2. 2 ee ee eee TT eTTTTr Teri Ti 
2 Cash on hand and in transit, . . « Svereceedsersceeeses 
Fund Balances with U.S. Treasury : 
3 Operating funds, « se et 6 © ohevesees Cepesetosees 
4 Trust and deposit funda, 2 ss slecceesenceneeerenes 
of Allocations from other agencies.| ...,s,sriccaccccsrsisrscas atpinnabannne Sbaadadedeacectecteses 
investments: 
6 fublic debt securities... + ss eeeeeserccasesseses 
? Securities of Government agencies; $=  #§§ = =—§ jarers eneevese eeoves 
8 Other securities . 1 «es 0 wo al ecvesevaces eseceees 
a Less: Allowance for Losses . « «| sssssus asenesasads eennesied RADA SASDAL oo COPD De Ee eereeeeenens 
Accounts and Hotes Receivable: 
10 Government agencies, . +. sees aeacgevescendecvene 
il Othe cc cee ee Of) perce vevensescesces 
12 Less; Allowance for Losses . + +) sssneasacasssccecee pibeibhaahhenanndds. MPTTITITITi Tit eeeeens 
Inventories: 
i3 Commodities for sale. . ss se el esvaveveveeveveses 
is Materials and supplies . «+ «s+ seccegescecess 
15 Work-In=process. » + + + + + + © eh aneneemseoeos seeees eeeegene : 
16 Less: Allowance for Losses. « s) 2 2 tlle PreverereeT PPTTTITITI TTT tt 
Accrued Assets: 
i7 Accrued Interest on public debt 
ge ae ie oe i  ) er re OTe PT | eevcces ae 
18 | Accrued interest on securities of 
Government agencies. » «1 se es erecocecccecees eee 
i8 6 OR Oh wee cedavesciececees 
20 o 8 © ef cecces eveusseus ones 
21 Lesa: Allowance for Loeseg: + + }sorsre POCTCCTT ET TETA CETUVETVCTUTTTeTeTT) ETITT TTT TTT 
Loans Receivable: 
22 Government agencies. . 1. «+ +s ses eecepeeeerenrensnes 
23 | Other Pomme, 6 ccs ee ee te tl ceeeeneneenneeeeees 
a | Less: Allawance for Losees . «+ «| sossessceaces PoPeTT. Oe eee Peeeerery ys PTITITITT TTT 
| Acquired Security and Collateral: 
26 Real estate. . ss co 8 a 8 tt af weeeeeeses edesevess 
26 Other, » ee ee ee 8 6 8 tt Ope toe eeeens eeecegees 
27 Less: Allowance for Losses.» 0) 0 tet peasasl cevecseerscccceveeseses 
| Land, Structures and Equipment: 
26 | 0 0 6 Of coseseccccseces pene 
29 | 0 0 8 af aseeens pevervsseres 
30 | <a dk ot Gheadeleasnveseases 
31 | raean) evewvvevewerverrerts ElOtrr tre 
32 Less: Accumulated Depreciation ns seereeewererrecceens bt eovece ITTTTL Tr ei 
| Other Assets: | 
33 | Deferred and undistributed 
Charges. «© sss eee eevee , PPUTVETINT TLL 
34 #0 6 OL veneer eeeenereenens 
35 6 © & SidemsaaA Sas eaaebaRbal 09s Feeseeeceoeseeee 
36 Less: Allowance for Losses. « »! POTS PCT ORE Peer ee TET TUCRUUT TT eT ETT TS al 
Totel Aesete . se ee ee ee ee we ee oe ee HH ew OL eae t tee eensanvereueres 




















Exuisit 2 








INSTRUCTION FOR THE PREPARATION OF REPORT OF ASSETS 


GENERAL 


1. The Report of Assets (GAO Form No. 247) will show in condensed form the 
assets of the reporting department (or bureau subdivisions), agency, commission, 
authority, administration, board, corporation, or other independent establishment. 
The items to be reported under each classification are described below with 
— reference to the line number on GAO Form No. 247. For purposes 
of uniformity, reporting agencies will adhere to the group classifications provided. 
Certain group classifications contain blank lines for reporting items to be deter- 
mined and titled by the reporting agency. The report shall be prepared with the 
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amounts rounded to the nearest thousands of dollars. Use 0 in the amounts 
column to indicate no assets of the type listed or a value less than $500. 

2. Interagency items.—In any survey of the assets of the Federal Government 
the imporatnce of interagency items cannot be overlooked. Cash in banks and 
on hand must be separated from drawing authority on the United States Treasury; 
investments in Treasury public debt securities must be separated from investments 
in securities issued outside the Government; and accounts and notes receivable 
due from another Government pquere. represent payables of that agency and thus 
do not represent true assets of the Government. Proper consideration of these 
assets requires careful reporting on the part of each agency. 

3. Accounting support.—To the extent possible, the report shall be prepared 
from the official accounting records of the agency. In those cases where certain 
assets are not yet under accounting control, the actual inventory values based on 
acquisition costs shall be repo: with estimates used when no other basis is 
available. All figures reported which are not under general ledger accountin 
control must be so identified. This is particularly applicable to ‘Inventories a 
land, structures and equipment.” If the accounting system employed in the 
agency does not recognize the establishment of allowance for losses and accumu- 
lated depreciation, such allowances will not be considered or computed for this 
report. 













REPORTING OF ASSETS 









4. Cash and fund balances.—Report under this group cash belonging to the 
reporting agency or held for the account of others, including unexpended balances 
of funds made available by appropriation. Balances on deposit in banks and in 
the Treasury should be reflected on a basis of confirmed deposits and checks issued 
and consistent with the basis for determining unexpended balances of appropria- 
tions nee funds in the Treasury central accounts. The itemization hereunder 
will show: 
(a) Cash in banks (line 1).—Report on this line cash in commercial banks 
which is subject to withdrawal by the reporting agency for regular operations. 
(b) Cash on hand and in transit (line 2).—Report on this line cash on hand 
including imprest funds and advances to agent cashiers. This item will also 
include collections for which certificates of deposit have not been confirmed 
by depositaries. 
(ec) Fund balances with United States Treasury.— 

(1) Operating funds (line 3).—Report on this line: (1) amounts 
available in general, special, and revolving fund aceounts including all 
amounts on deposit in corporation checking accounts with the Treasurer 
of the United States and on deposit with the Treasurer as special agent 
for the payment of matured principal and interest of bonds and deben- 
tures; and (2) unexpended balances of allocated working fund advances 
made to other agencies. 

(2) Trust and deposit funds (line 4).—Report on this line balances of 
trust and deposit fund accounts (including FO101) which have been 
segregated as such under separate symbols in the Treasury and for which 
liabilities have been established. 

(3) Allocations from other agencies (line 5).—Report on this line unex- 
pended balances of allocation and allocated working fund advances 
received from other agencies, regardless of the type of fund account from 
which advanced. 

5. Investments.—Report under this group securities acquired and held for in- 
vestment purposes. »nds and debentures shall be reported at par, plus or minus 
the unamortized premium or discount, if any. The itemization hereunder will 
show: 










































(a) Public debt securities (line 6).—Report on this line investments in 
bonds, notes, bills, or other public debt obligations issued by the United States. 
(b) Securities of Government agencies (line 7).—-Report on this line invest- 
ments in Government agencies, including evidences of obligations, capital 
stock, and paid-in surplus. 
(c) Other securities (line 8).—Report on this line all securities acquired and 
held for investment purposes other than those in lines 6 and 7 above. 
(d) Allowance for losses (line 9).—Report on this line the estimated losses 
on “Other securities’’ line 8. 
6. Accounts and notes receivable.—Report under this group accounts and notes 
receivable, including advances to contractors and agents. otes receivable under 
this item normally should include only those notes that have been accepted in 
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liquidation of open accounts as distin ed from loans made in connection with 
authorized lending programs which uld be shown under ‘“‘Loans receivable.” 
The itemization hereunder will show: 

(a) Government agencies (line 10).—Report on this line receivables due 
from other Government agencies. The unexpended balances of advances to 
other Government agencies under allocated working funds are not to be in- 
cluded on this line since such balances are to be ected on line 3. (Since 
an advancing agency normally establishes an account receivable for the 
amount of advances made, a reporting adjustment will be necessary to trans- 
fer from accounts receivable to “Operating funds,” line 3, an amount equal 
to the unexpended balance remaining in the allocation and allocated working 
fund accounts of the receiving agency.) All other types of advances shall be 
reported on this line. 

(b) Other (line 11).—Report on this line the amount of accounts and notes 
receivable due from other than Government agencies. 

(c) Allowances for losses (line 12).—-Report on this line the estimated losses 
on “Accounts and notes receivable, other’’ (line 11). 

7. Inventories.—Report under this A. sete inventories purchased, produced, or 
ac —_— by forfeiture of loan collateral or donation. The itemization hereunder 
will show: 

(a) Commodities for sale (line 13).—Report on this line commodities or 
finished goods available for sale though sometimes used by the reporting 
agency. Stockpile inventory for national defense shall be reported on this 
line with an appropriate change in the line title. 

(b) Materials and supplies (line 14).—Report on this line supplies or ma- 
terials to be used in the manufacture of a finished product or stored at a 
central supply point for subsequent issuance to operating units. Supplies 
withdrawn from a central supply point and held as cupboard stocks for day- 
to-day need shall not be included. 

(c) Work in process (line 15).—Report on this line the value of work in 

rocess. 
r (d) Allowance for losses (line 16).—Report on this line the estimated losses 
which may be realized on the disposition of the “Inventories.” 

8. Accrued assets.—Report under this group accrued assets such as accrued 
interest receivable. The itemization hereunder will show: 

(a) Accrued interest on public debt securities (line 17).—Report on this 
line the amount of accrued interest receivables on direct obligations of the 
United States issued by the Treasury. 

(b) Accrued interest on securities of Government agencies (line 18).—Report 
on this line accrued interest on securities of Government agencies. his 
item would include interest on obligations issued by Government agencies 
whether guaranteed or not guaranteed by the United States. 

(c) Blank lines (lines 19 and 20).—Report on these lines, with appropriate 
descriptive titles, any other accrued asset which cannot be properly classified 
under the previous line items. 

(d) Allowance for losses (lines 21).—Report on this line the estimated 
losses against the assets reported on lines 19 and 20 above, if applicable. 

9. Loans receivable—Report under this group the unpaid balance of outstand- 
ing loans receivable made, purchased, or acquired by rediscount. The amounts 
reported hereunder will include matured and unmatured principal, extensions, 
and advances for borrowers. The itemization hereunder will show: 

(a) Government agencies (line 22):—Report on this line loans to Govern- 
ment agencies, which will usually be evidenced by notes receivable or other 
similar obligations. 

(b) Other loans (line 23).—Report on this line loans to other than Govern- 
ment agencies made pursuant to authorized lending programs of the agency. 

(c) Allowance for losses (line 24).—Report on this line the estimated losses 
on “Loans receivable, other loans’’ (line 23). 

10. Acquired security and collateral.—Report under this item real estate and 
other mortgage property and pledged collateral acquired and held for sale, in- 
cluding real estate acquired subject to redemption. This acquired security or 
collateral should be reported net of prior mortgages or liens not assumed. Where 
the reporting agency has assumed any mortgages or liens in connection with the 
acquisition of security or collateral, the value of such assets will be reported gross. 

(a) Real estate (line 25).—Report on this line real estate, including im- 
provements, acquired in the liquidation of loans. 

(b) Other (line 26).—Report on this line other types of security and col- 
lateral acquired in the liquidation of loans where the collateral acquired is 
not commingled in the accounts of the agency with similar items purchased. 
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11. Land, structures, and equipment.—Report under this group on blank lines 
28 to 31 the cost of real and personal property acquired by purchase or by other 
methods, constructed, or under construction. Items shall be classified and re- 
ported under the following line titles as appropriate: (1) land, (2) buildings, 
(3) structures and facilities, (4) leasehold improvements, and (5) equipment. 
Real property shall be determined for (1), (2), and (3) in accordance with Gegeral 
Services Administration Circular No, 80, as supplemented, and the costs reported 
should agree generally with the total repo to the General Services Adminis- 
tration. Accumulated depreciation (line 32) represents the amount of deprecia- 
tion charges (including amortization of leasehold improvements) to costs or 
depreciation expense applicable to the property listed. 

12. Other assets.—Report under this group all other assets which cannot be 
properly classified under any of the previous asset groups. Real-estate or install- 
ment-sales contracts and purchase-money mortgages acquired in the sale of 
acquired security or collateral or other owned property will be reported under 
this group. 

(a) Deferred and undistributed charges (line 33).—Report on this line 
prepaid expenses, unamortized discount on bonds or debentures issued and 
outstanding and other deferred charges oo to the operation of future 
periods as well as debits arising from disbursements or other charges, the 
distribution or final disposition of which has not been made. 

(b) Blank lines (lines 34 and 35).—Report on these lines, with appropriate 
descriptive titles, any other assets which cannot be properly classified under 
any of the previous asset groups. 

(c) Allowance for losses (line 36).—Report on this line the estimated losses 
on “Other assets.” 





CasH AND Revatep Casu Items Reportrep spy THE U. S. TREASURY 
FoR THE U.S. GOVERNMENT AS OF JUNE 30, 1955 


$7, 848, 112, 000 


U. S. Treasury summary of assets as of June 30, 1955 
{In thousands] 


Cash and cash items reported by Treasury for U. S. Government: 

Balance in account of Treasurer of United States___.....___- 1$6, 215, 665 

Cash and cash items held outside Treasury: 
United States dollars 21, 011, 989 
Foreign currency 2384, 745 
Military payment certificates _ _ sie 2144, 816 
Gold held by stabilization fund ; 352, 194 
REI OMRON SUNN ee a ‘ ade 2 38, 703 


‘7, 848, 112 


1 Source: Daily statement of the United States Treasury, June 30, 1955. 

3 Source: Combined statement of receipts, expenditures, and balances of the U. 8. Government, June 
30, 1955. 

$ Source: Division of Investment, Treasury Department. 

4 Included in this balance is an amount of $3,321,757,000 which the Treasury and other accountable fiscal 
officers are holding on account of Trust and Deposit accounts. 
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PrersonaLty INVENTORY OF THE ARCHITECT OF THE CAPITOL AS OF 
JUNE 30, 1955 


(Properties, under the jurisdiction of the Architect of the Capitol, 
are located in the U. S. Capitol Building, the Senate Office Building 
the House Office Buildings, and Grounds; Capitol Power Plant, an 
Grounds; the United States Supreme Court Building, and Grounds; 
and the United States Botanic Garden and Nursery.) 

Office furniture, furnishings and equipment $746, 781 
Mechanical equipment 327, 285 


Supplies and materials (including plant material at the Botanic 
Garden and Nursery) 1, 354, 603 


2, 428, 669 
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PERSONALTY INV ee UNDER JURISDICTION OF THE SERGEANT AT 
Arms, U. 5S. Senate, as or June 30, 1955 


Automotive and office equipment, furniture, ete._............ .. $355, 836. 73 








Weel ee SSG ud Salis ih eee dititihen Sthb de 355, 836. 73 


Inventory of personalty under Gisslavauers @ the Sergeant at Arms, U.S. Senate 


























Item | Quantity Unit cost ! | 7 

Maty etn occ c eck Te SLE PENG NGPA ERR eo ei 99 $10.00 | $990. 00 
Wooden benches.......... rine tesataaeains toni a beabiaiacas abiaen cede od 16 25. 00 400. 00 
SE SERIE. ois nish. iicbiesdbebiged diliakmnanich nated tmnwawuaeoe s 3 300. 00 900. 00 
no EEE TELE ELLE EL FLOR I j 1 1, 537,00 | 1, 587. 00 
Assorted bookcases, shelves, and racks........................ 328 75. 00 | 24, 600. 00 
EOE ECT ELE NE SABIE EEO ITE | 165 75, 00 | 12, 375. 00 
Assorted chairs. ...........- satia iebtagb end bighiatndmnsiaeet sta 2, 510 20. 00 50, 200. 00 
De UES i cso deckckctnces ss hid 19 75, 00 | 1, 425. 00 
| REESE aR G Re . 4 16 | 4.00 | 64. 00 
Mahogany chests and dressers 2 125. 00 | 250. 00 
RR rise dnignt ovecbkenccdumandkengubanenacies inicclaneens 186 | 8. 50 1, 581. 00 
SE IID i dininh cornntiiticcetn nina nabacasscsnedsnin udeiubibniaci ile tedbosk 665 | 125. 00 83, 125. 00 
Draperies..................- PIRES Ne BaP OF PSN RSL 2 40 125. 00 | 6, 000. 00 
RN isis ecsk eshsin mbinrin cre dimmnaiochndgin ini iatnbo came aitebelca 29 | 33.00 | 957. 00 
CESS eR RESEDA SASS PRT ea SR 1, 027 | 60.00 | 61, 620. 00 
CEE Tiel LAM aT OI cee a } 47 15.00 705. 00 
I ala es a | 47 | 25. 00 | 1, 175. 00 
Fireplace w AS IE I IRI EY RPT ITN seul 10 5. 00 50. 00 
SS SS SS NRG Sf aN IS 4 | 100. 00 400. 00 
I i ah 2} 30.00 | 60, 00 
Intercom system.......... is costco) ca cuapitbadlisdaniaie tatiana aniieidinaibaee tition 1 211. 00 | 211. 00 
OE ETT SRN ENTREE AERC INOUE 15 15.00 | 225. 00 
ET RIL 1, soci shoes hiconleg thqamabmendeicnnpabdmigannaaaiie nga nisiauin 70 25. 00 1, 780, 00 
Pa I i sch bic ibielin jp reoes hubceaboepananbibie atid daaae uid 27 15. 00 405. 00 
Metal lockers. _..- SS Sea : 100 | 15. 00 1, 500.00 
Rostrums.___-- Fie ? 3 5. 00 15. 00 
Rugs. -.. 5 ing debeslasebbacta mente 132 200. 00 28, 400. 00 
Safes | ae ee : 3 X c 20 300. 00 6, 000. 00 
MOM ae ioc Fege REESE. 4 183. 00 | 732. 00 
Sereens.. az iia ee ad sa J 71 | 25. 00 | 1,775 00 
Sewing machine __..-.. : xe ES 1 | 75. 00 75. 00 
Sofas ; eae aoe a 156 235. 00 36, 660, 00 
Spray ‘machine... . ieee re l 150, 00 150. 00 
Stools__...- sae * alah eases 25 5.00 125. 00 
Tables... : ‘ ’ Re Pet . a bae 404 35. 00 16, 240. 00 
Hand trucks.....__-___- Lemans Eats 33 35. 00 1, 155. 00 
Typing OS STS RR nbeicaiek Sein bcdipins 228 18. 00 4, 104. 00 
Sand urns.. pitedighe cietiaadwebibadebn sae 12 10. 00 120. 00 
Washtubs with wringers. ion sri ar ail A CR Ghee 2 10. 00 20. 00 
Umbrella stands and flower stands................-.-..-.... 22 10. 00 220. 00 
I isin nncdcnnnes nakanqubaesuieeh waekanidueten 21 97.5 2, 047. 50 
Water coolers_. -. ‘én 49 23. 00 1, 127. 00 
Waxing machine-___- a classi aS IaH 1 150. 00 150. 00 
Windox box seats__- suuewucm noes auikehbbontcbe 24 25. 00 600. 00 
aes Se SOU SOOO, BOGE ios ccniecncnncdnsssccndaswbebens 1 135. 00 135. 00 

Harley-Davidson motorcylce...........-.-.-.-...---.-.....--- D Riiich teuanc. Rado adeicaseete 
Chevrolet pickup }4-ton truck, 1950.......--....-.-..-.-... 1 7. 80 7. 0 
Chevrolet van 1-ton truck, 1953 ivwititicnenidanpa ie sabickiaasnpmeinediiis 1} 1,710. 10 1, 710. 10 
I BN FN oi chance ccbuewanbuacisapsdabndguse 1} 1, 034. 94 1, 034. 04 
CRO UIONN CUNO, BED. cas nnnwiconsenpanccceennnedinphniieimes 1 1, 034. 04 1, 034. 94 
Chevrolet panel truck, 1955_...........-.-...-.-...-..0..-.--. 1 1, 693. 75 1, 693. 75 
TD vs sind cn scedciabasinadsnguccguaabbeian toca ea aamaeaA Sabena sks 355, 836. 73 











: 7 many instances, acquisition cost is estimated due to age and nature of property. 
airs, 
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PEeRSONALTY INVENTORY OF THE OFFICE OF THE CLERK OF THE HOUSE 
oF REPRESENTATIVES AS OF JUNE 30, 1955 


Equipment, furnishings, supplies, ete_..........-..--- $3, 194, 536. 54 





STIS AINE TEINS i alas le wis et eh en meer .. 1, 735, 782. 11 
Supplies and material (for construction and repair of furniture, 
apes, venetian blinds, ont ene te ee 47, 514. 59 
Machinery, tools, and accessories (for repair shops) - - - - hnin 11, 295. 00 
Cleaning and other supplies (for committees and offices in 
Capitol)... .---- ‘ 4, 645. 
Manual typewriters 259, 020. 
Electrical and mechanical equipment ____ Re ee em ates era 784, 042. 
Stationery room stock____- 83, 528. 
Joint Senate and House Rec ording Facility: 
(a) Equipment__--_-- fe 149, 169. 
(6) Material and supplies. 21, 784. 95 
Miscellaneous machinery, various machines, and automotive 


equipment 97, 754. 25 


3, 194, 536. 54 
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PERSONALTY INVENTORY OF THE LIBRARY OF CONGRESS AS OF JUNE 
30, 1955 


Library of Congress collections. __ Bae ie : _. $2, 192, 830, 635 
Card catalogs __ eeu ae ie 95, 120, 935 
Supplies and materials._______- 

Furniture and equipment __-. 

Typewriters and office machines__ 

Automotive equipment__- eyye dase ee igi 4s 

Commodities for sale___-.- - -- - Bi stet Mt iy Bos slo = 799, 154 





| RRR PSE SORTED segs tray per Ree e T  f 
Report of assets, the Library of Congress, as of June 30, 1955 


. The Library of Congress collections _ — —- - - - - _.. $2, 192, 830, 635 
. The card catalogs 95, 120, 935 
. Supplies and materials (exclusive of maintenance and engi- 
neering supplies to be reported by the Architect of the 
Capitol) _ _ _- seins 34, 223 
. Furniture, equipment, “typewriters, and office machines ‘(ex- 
clusive of shop equipment to be reported by the Architect 

of the Capitol): 
Furniture and equipment. _ _- xe $1, 448, 690 
Typewriters and office machines. - - - - - 253, 686 
$$$ 1, 702, 376 
5. Automotive equipment __ _- iain teimibgt 7, 053 

. Commodities for sale: 

(a) Printed catalog cards $704, 425 
(b) Book catalogs___-—~- 69, 460 
(c) Miscellaneous near-print publications - 5 25, 269 


799, 154 
Tesi nise -<cosisninennladicntapattidateaies einige ite n'a wile ..-. 2,290, 494, 376 








PEeRSONALTY INVENTORY OF THE SUPREME CouRT OF THE UNITED 
Sratres or AMERICA AS OF JUNE 30, 1955 


Furniture, furnishings, and office equipment $310, 438. 83 
Office supplies 25, 947. 93 
Inventory of books, periodicals, hearings, ete 598, 028. 52 
Binding costs, 1937-55 146, 762. 59 
Volumes not accessioned, but presently in the Library of the Court.. 76, 960. 00 





1, 158, 137. 87 


Inventory of books, periodicals, etc., in the Library of the Supreme Court of the 
United States, June 30, 19565 





Description 





Transferred in 1935 to the new Supreme Court Building from the old Supreme 
pat dhe te Room Library in the Capitol. Estimated average cost, $5 
per volume 

na OP en te ration bil bil 188 utp. Ep. 167: 
on e ment approp a 
"in the socalled conference tora, which is a of the eery on the 
exclusive use of the Court, ey have the art of the law library for the 
reports and a few textbooks. have a library of about 17,000 volumes, 
for a great many years for the exclusive use of the 

.” In addition to those caumerated by Mr. Vance, Charles es 

nee Acsomaae Librarian of the Court, tells me that the 





jon also contained some sets of Law Reviews, the American Maritime 
Cases, the English Law Reports, the National Reporter System, the Ameri- 
can Law Reports, the Interstate Commerce Commission Reports, Court of | 

Claims Reports, reference works, treatises, and Shepard’s United States and 
Federal Citations.) 

Transferred in 1935 from the Library of Congress to the Library in the New 
Supreme Court Building. Purchased by the Library of Congress-at an esti- 
mated cost per volume of $5 

(See statement of the late John T. Vance, in Report of the Librarian of | 
Congress for the fiscal year ending June 30, 1936, at p. 69: ““(3) That our main | 
collection has been depleted by 25,000 volumes transferred from it to the Su- | 

reme Court Building. These must be replaced by purchase.”” Charles 
iallam tells me that this transfer included State Reports, Session Laws from | 
1875 to 1935, the National eon see! System, noncurrent State Statutes, State | 
Side Reports, and ~ 5 as ports, as well as a set of English Law Reports | 
and the Law Journ 
Purchased tn 1935-36 from a special appropriation in the budget of the Library of | 
Congress for the Library of the Supreme Court. | 

(See table at p. 68 in the jo of a Librarian of Congress for the fiscal 
year ending June 30, 1936. allam tells me that this purchase in- | 
cluded all of the Shepard’s State Citations current State Statutes, and new | 
treatises. The cost of the Shepard’s Citations was $2,124.60 as stated in a | 
ne owe June 18, 1935, from the Frank Shepard Co. to the Librarian of | 

‘on: 

bee 5 caliectinn: Gift of former Senator Peter G. Gerry of the private library 
is father, the late Elbridge T. Gerry, accepted by the Chief Justice of the 
United States on behalf of the United States A hor. 25, 938 (45 Stat. 457) 

(While the Gerry collection entailed no initial cost to the Government, large 
sums of money were expended in rebinding volumes in the collection, includ- 
ing oan apreneeiass from 1948 to 1952. See ee & 2. There _—- 

cataloging costs. The Gerry collection appraised a 
$10,000 in the Federal estate-tax return on the estate of Elbridge T. eet 
who died Feb. 18, 1927. The collection contains State and Federal court 
reports and statutes, ‘‘a Ay! good collection of English pomegee = less com- 
plete sets of Scottish and Irish reports and the added classes which made a 

cular appeal to its collector.” Oscar D, Clarke, The Library of the 

upreme Court of the United States (31 Law Library Journal 89, 90). It 

also So aa a number of rare books. See Clarke, supra, at pp. ‘92 to 102, 
ni ve. 


Total volumes in 1935-36 










































30 REAL AND PERSONAL PROPERTY INVENTORY REPORT 





Inventory of books, 8 eboe gers etc., in the Library of the Supreme Court of the 
United States, June 30, 1955—Continued 















Description 





Accessioned 1936 to June 29, 1955 (including gifts as well as purchases) nina aiibotal 
Total books, periodicals, hearings, ete..........................------------ 150, 998 508, 028. 52 
Binding costs (new binding and rebinding), 1937-55, total] 


VOLUMES NOT ACCESSIONED BUT IN THE SUPREME COURT LIBRARY IN THE CUSTODY 
OF THE LIBRARIAN OF THE COURT 


Records and briefs, bound and rebound at a cost of approximately $10 per volume. 
“Viewed from any angle, the most valuable, the one irreplaceable part of our 
sence ba: tho ak Of rxtubed vanerde and covering the terms from 1832 
Ee, ee ee ee This made by the presen 
Clerk and his predecessors in that office, dates from time when the tran- 
scripts of records in cases in the Supreme Court were first printed and 
believed to be the only complete set in existence” ME at 91-02)... 7, 606 3 76, 960. 00 

Serials: The majority of these bound volumes con a 
tions were transferred from the Library of Sosonml to the — 

Library on indefinite loan, at the request of the late Chief Justice Stone. They 


have been he up 4" date. Pima yy 4,500 of the serials are duplicates 
given to the Senate Li 











ee ee ee ee eee tT 






& 


io cdi eidtedtiehtniialh teal belirains Wcibialn connie 16, 225 ‘0 
United States Ropers “Scien cial Edition, an  Biatutes at Large. (Odd volumes 
used to build up additional sets and to and deeumen en prone in active sets.). 4, 0 
Miscellaneous State legislative gj sal ts (acquired by gift from 
the Maryland Court of Appeals Library)... .............-.....-...---.-...-.--- 2, 050 0 





















1 The annual appropriations totaling this amount, except for $9,908 which was in the Justice Department 
priation Act for fiscal 1940, were a part of the Library of Congress jons. (See statement 
ottie len Newman, Librarian of the a Court, inserted at 241 in on the ive- 
judiciary appropriations for 1954 before the subcommittee of the on A tions of the House 
. 83d Cong., Ist sess., June 4, 1953.) 


:T ap ions totaling oer egg ened og ee kh my State- 
quite, nnel sppropeiasions vetaling, Chie exasunt wx ions for the 1953 budget, pp. 22-23: fn the fecal year 
1948 your committee allowed us an additional $9,900 per annum over our $5,000 annual binding 
to eateh iy taken care of the backlog, with par uiring bin or rebinding. eo | 
— y taken care of the backlog, with puutivaler attention having been devoted to the ‘mol 


hese binding costs are charged tothe budget of the Clerk of the Court and not to the Library. $10 
per volume has been the cost during es. 

4 If the serial number set is to be included he Library of Congress inventory, it should be deleted from 
this inventory, except for 4,500 volumes. 


Heten Newman, Librarian. 
Jury 20, 1955. 







PersoNALty INVENTORY OF THE UNITED States Courts or APPEALS, 
Unirep Srates District Courts, anp SpeciaL Unitrep States 
Courts (Locatep Wirsin tHE CoNTINENTAL LIMITS OF THE 
Unrrep States or AMERICA, AND IN THE TERRITORIES) AS OF 
JuNE 30, 1955 


Office equipment, supplies, furniture, ete_-~---...---.-- thf AoE $787, 994. 39 
Miscellaneous supply items 36, 170. 89 
Law libraries 16, 999, 158. 00 


ves du ccwcocewiwebacdiunt uceseuecueeeebbeie 17, 823, 323. 28 


ADMINISTRATIVE OFrFiceE OF THE UNiTEep States Courts, 
Washington 13, D. C., June 30, 1956. 

Personal property of the United States courts of appeals, United 
States district courts, and special United States courts, located within 
the continental limits of the United States and in the Territories of 
the United States, which was acquired through the expenditure of 
ra. pomp funds. The various categories of property and the cost 
t 





ereof are as follows: 








Electric typewriters 
Manual typewriters 
Portable typewriters 
Dictating machines 
Addi 


nef peBPSioRp 


Microfilm equipment 
Intercommunication and sound amplifying equipment. 
Miscellaneous items: Seals, jury boxes, briefcases, copyholders, pen sets, etc. . 


nuseez.seeseEsy? 


Hex 
RISSSBSSSRBGSSESKS 


Furniture 





5 | EEZRERSRESSEERIEE 


#2 \2 
2 


170. 89 
16, 999, 158. 00 


17, 823, 323. 28 














— report covers personal property only as the Federal Judiciary does not have title to any rea) 
pro Ye 
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Personatty INVENTORY OF THE DEPARTMENT OF DEFENSE AS OF 
JUNE 30, 1955 


Office, Secretary of Defense 
Department of the Army 
Corps of Engineers, Civil Functions 
Department of the Navy (including Marine Corps)!_._.-~--~-- 
Department of the Air Force 





4 Includes supplies afloat and active fleet. 
82 











REAL AND PERSONAL PROPERTY 
OF THE 
DEPARTMENT OF DEFENSE 
AS OF JUNE 30, 1955 














REAL AND PERSONAL PROPERTY OF THE DEPARTMENT 
OF DEFENSE AS OF JUNE 30, 1955 


Part I. IntTROpUCTION 


This report on the real and personal property of the Department 
of Defense as of June 30, 1955, has been prepared at the request of the 
Committee on Government Operations of the House of Representa- 
tives. It is similar in scope and content to the report on the real and 
personal property of the Department of Defense as of December 31, 
1954, which was developed to meet the requirements of section 410 
of the National Security Act of 1947, as amended. 

The Department of Defense has a greater investment in real and 
personal property than all other agencies of the United States Govern- 
ment combined. As this report shows, the Department of Defense has 
inventories of real and personal property for military use totaling 
$128.7 billion. This includes over 4 million different kinds of items 
of materiel. In addition, it has inventories of real and personal 

roperty totaling $3.4 billion for civil functions of the Corps of 
ngineers. These additional inventories, which were not included 
in the earlier report, are controlled by the Civil Works Division, 
Office, Chief of Engineers, Department of the Army. 

At the request of the committee, all defense inventory summaries, 
real and personal, are shown by their location: United States, Terri- 
tories and possessions, and ‘overseas’ (foreign countries). Where 
command reporting channels within the military departments do not 
provide precise, detailed geographic segregation in their summary 
inventory reports, estimates have been supplied to make the required 
breakdown. Also, at its request, real property of the Department of 
Defense is reported to the General Services Administration so that, 
for committee use, it might be combined by GSA with real property 
inventories of all Government civilian agencies. Also, as requested 
by the committee, only data which are unclassified under current 
security policies and regulations are included in this report. 

While the report includes, as supplementary information, data on 
properties and equipment of the national industrial plant and equip- 
ment reserve, the cost of this reserve is not included in the total costs 
for inventories owned or controlled by the Department of Defense 
since this reserve is under the custody of the General Services Ad- 
ministration. Also excluded are supplies and equipment in overseas 
field Army depots and some overseas Air Force depots and minor 
items of equipment issued for use to Army units. 

A discussion of the problem of valuing real property in both the 
United States and foreign countries is presented in section B, part IT, 
“Real property.” For the purposes of this report, land and buildings 
and most long-life heavy equipment such as ships, are priced at 
acquisition cost and it should be noted that such costs usually differ 
from current replacement values. Other inventories covered in this 
report are generally priced at standard prices representing replace- 
ment cost or estimated purchase price. Much of the currently un- 
serviceable part of the inventory of the Army is carried on its books 
at 50 percent of the standard price of the items. 
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The worldwide distribution of the huge inventories of the Depart- 
ment of Defense, the mobility of many of their items and other com- 
plicating factors preclude complete accuracy in accounting for them. 
Varying degrees of progress have been made in each of the military 
departments in accurately reporting their inventories. Much, how- 
ever, remains to be done; especially in integrating property account- 
ing with fund accounting and in improving overseas financial ac- 
counting for property. 

Part ITI of this report presents a summary of progress made through 
July 1, 1955, in developing and improving the quantitative and 
monetary records, extension of stock-fund inventories, and inventory 
reports of the Department of Defense. These measures and others 
being developed will result in more complete and accurate data for 
future inventory reports to the Congress and will enable responsible 


officials to further improve inventory management in the Department 
of Defense. 





















Part Il. Rerortep Inventory Data 





SECTION A. 






CONSOLIDATED SUMMARY OF INVENTORIES IN THE 
DEPARTMENT OF DEFENSE 





The aggregate value of the inventories of real and personal prop- 
erty included in this report amounts to $128.7 billion for the Depart- 
ment of Defense with $34.2 billion for the Department of the Army, 
$58.3 billion for the Department of the Navy, and $36.2 billion for 
the Department of the Air Force. 

The worldwide distribution of these inventories is shown in table 1 
and chart 1. Their composition by types is shown in table 2 and 
chart 2. 










TaBLe 1.— Worldwide distribution of inventories of the Department of Defense as of 
June 30, 1955 


[Millions of dollars] 


























; 
Terri- | 
j Conti , Sapa} 
i . | tories Foreign 
Agency | Total os | and coun- In — 
States posses- tries 7 
ee. sions 
SAAR ale RELIEF Ree lab NS) 4B BS 7 RoR, ERE ecites Bak AER Fa lace SMO 
Department of Defense, total. $128, 604 | _ $98, 577 $4, 405 $24, 752 $960 
Real property '__ 21, 343 17, 13 2, 213 2 O17 
Personal property ? _ 107, 351 Si, 404 2,192 | 22, 735 ono 
Army, total M, of & 27 035 | | 983 








Real property - -. 1, 764 6, 714 | 520 530 | 
Personal property _ _. _ 26, 440° mn, 321 463 | _ 5, 380 276 






Navy (including Marine Corps), total *___- 58, 281 “42, 608 1, 823 73, 463 387 
















Real property _ _. 7, 452 6 223 993 236, | 
Personal property . -. _50, 829 36. 385 830) 3 18, 227 | 387 








Air Force, total... ; 36, 207° 28, 932 1, 599 . 379 297 

















Real property 6,127 | 4,176 | 700 1,251 |...... 
Personal property 24, 756 899 4, 128 297 






























1 Excludes real property under the jurisdiction of the Civil Works Division, Office, Chief of Engineers, 
Department of the Army, in the amounts of (worldwide, $3,185 million; continental United States, $3,178 
million; and Territories and possessions, $7 million) 

2 Excludes personal property under the jurisdiction’ of the Civil Works Division, Office, Chief of Engineers, 
Department of the Army, in the amounts of (worldwide, $176,9 million; continental U nited States, $176.7 


million; and Territories and possessions, $0.2 million). Includes $2 million personal property of the Office 
of Secretary of Defense. 


3 Includes supplies afloat and active fleet. 
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TaBie 2.—Summary of inventories of the Department of Defense by type, as of 
June 30, 1955 


[Millions of dollars} 





Type of eenat 
ype of property men 
Defense 








Real property subtotal ? 
Personal property subtotal ! 


Total '. .. 2... ccenncccoswveusarcecesessesennncegess $34, $36, 207 
7, 
m, 


6, 127 
30, 080 





981 
Equipment and supplies in supply system. 21, 105 11, 955 

Stock funds 5, 636 548 
15, 469 11, 407 





Industrial funds ¢ 7 1 
Equipment in use 4 5 4, 201 17, 143 




















1 Excludes Oriee, Chi Pot ng in the amount of $177 million under the jurisdiction of the Civil Works 
Division, O Chief of as, NE of the Army. Includes $2 million personal property of 
the Office of the Secretary of 

2 Excludes real property in the is of $3,185 million under the jurisdiction of the Civil Works Division, 
Office, Chief of Engineers, Department of the Army. 

' Inventory of machine tools which is as of Aug. 31,1 1955. 

4 Consist of raw materials, supplies, work-in-process, finished goods, excess, and salvage. 

Major equipment only. 
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SECTION B. INVENTORY OF MILITARY REAL PROPERTY 


1. General 


This section of the report is a summary and brief analysis of the 
inventory of military real property as of June 30, 1955. Since the 
Committee on Government Operations has instructed the General 
Services Administration to report to it on Department of Defense 
realty inventories located in the United States as well as realty in- 
ventories of civilian Government agencies, there will not be an exten- 
sive treatment of military real property in the continental United 
States such as appears in the section 410 report as of December 31, 
1954. 

The real property under the control of the military departments is 
one of the most important assets of the Department of Defense. In 
order to achieve maximum defense at minimum cost, this real property 
must be administered in accordance with modern real property 
management principles. The real property inventory, made twice a 
year by the Department of Defense, provides the information required 
to achieve sound management objectives. 


2. Department of Defense summary 


(a) Cost of property controlled —The total cost to the United States 
Government of real property controlled by the 3 military departments 
as of June 30, 1955, was $21.3 billion. This total meludes $17.1 
billion in the continental United States, $2.2 billion in our Territories 


and possessions, and $2 billion in foreign countries friendly to the 
United States. 


TaBize 3.—Cost of military real property controlled, Department of Defense, world- 
wide, as of June 30, 1956 


(Thousands of dollars} 





Navy (in- 
Area Total Army os Air Force 
Corps) 





ONT S ROSEN | PR $21,343,255 | $7, 764,065 | $7, 451, 727 $6, 127, 463 


Continental United States !_...-........... 17, 112, 168 6, 713, 682 6, 222, 564 4, 175, 972 
Territories and possessions #__............-.- 2, 213, 723 520, 547 993, 042 700, 134 
OSE GI io oe incccinicvcckoncbstad 2, O17, 364 529, 886 236, 121 1, 251, 357 







































1 Excludes real property in the amount of $3,178 million under the jurisdiction of the Civil Works Division, 
Office, Chief of Engineers, Department of the Army. 


2 Excludes real property in the amount of $7 million under the jurisdiction of the Civil Works Division, 
Office, Chief of Engineers, Department of the Army. 


ee may be minor differences between these and GSA totals although the totals can be readily 
reconciled. 


“Controlled,” as used throughout this report, has reference to the 
right of directing the use of property. In connection with buildings, 
structures, or land, it includes: (1) owned (acquired through pur- 
chase, condemnation, donation, transfer); (2) leased; (3) public 
domain (withdrawn permanently or temporarily by military depart- 
ments); (4) temporary use (acquired through license or permit, 
temporary public land order, temporary Executive or Territorial order) ; 
(5) easements (utility, avigation, etc.); and (6) foreign rights (base 
rights agreements, reciprocal aid, requisition, etc.). 
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The $21.3 billion does not indicate present market value. Some of 
the land owned by the Army and by other military departments was 
donated, such as Governors Island, which was donated by the State 
of New York to the Army. Some of it is a withdrawal from the public 
domain. There is no cost. for public domain lands and in many in- 
stances no costs, or only nominal costs, for donated lands. Land and 
buildings in some cases were acquired a century or more ago when 
land prices and building costs were only a small fraction of today’s 

rices and costs. Cost data, in some instances, include estimates 
rom old records, and there is no assurance that such data are precisely 
accurate in representing the original cost. 

On the other hand, no allowance for loss of value as a result of de- 
preciation is reflected. However, because the data represent an 
inventory as of a given date, they do not include costs of structures 
which were demolished or replaced prior to that date. As additional 
construction or acquisition is accomplished, it is written into the 
inventory at the cost to Government. The original cost figure is of 
significance as a historical measure of the military real property 
holdings of the Department of Defense, and in the absence of current 
appraised valuations (which would be costly and of doubtful utility), 
is the only monetary measure of the Federal proprietary interest. 

The cost to the Government data do not cated amount of rentals 


paid nor the appraised value of the property under lease. These 
data do include, however, costs of any improvements made and owned 
by the Government on the leased properties. 

(6) Real property < foreign countries.—The $2 billion investment in 
real property in friendly foreign countries represents the cost of that 
real property to the United States. It consists of troop and family 


housing, storage facilities, airfields, maintenance facilities, hospitals 
and various other kinds of real property required by our med 
Forces overseas. 

International agreements which make it possible to station our 
Armed Forces in friendly countries provide the basis for their occu- 
pancy of real property in those countries and United States invest- 
ments in such real property. In recent years, negotiation of such 
agreements has provided some recognition of the residual value of 
United States facilities constructed with appropriated funds. Occu- 
pancy, in effect, is on a term basis varying from month-to-month 
(revocable at the sole discretion of the host government) to a firm 
term of 99 years. Areas occupied vary from simple privately owned 
leased space to large holdings of host governments. 

In occupied territories, occupancies have been effected through the 
use of requisitions. These pr s are financed by the governments 
of the occupied countries with their own currency, such as the deutsche- 
mark-financed properties improved or constructed in West Germany. 
(Notwithstanding the recently acquired sovereignty of West Germany, 
these arrangements are still m effect as an interim agreement.) This 
report includes only the cost, if any, to the United States of properties 
in occupied territories. 

In recent months, a number of properties in Japan, Korea, and 
West Germany have been released by the Department of Defense to 
the governments of these countries. The evacuation of Austria since 
June 30, 1955, by our occupying forces has resulted in releasing to 
the Austrian Government the properties these forces had savulned. 

74800—56——4 
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In certain countries, title to improvements constructed by the 
Department of Defense is vested in the United States until termination 
of agreements by which occupancy was established. Upon expiration 
of such an agreement, disposition of the property is accomplished in 
accordance with the terms of the agreement. itle may pass auto- 
matically to the host country or the property may be removed or sold 
by the United States or its ultimate disposition may be left open for 
further negotiations.) In other instances, residual value clauses pro- 
vide that, upon termination of agreements, the host government 
agrees to pay the residual value of the improvements constructed by 
the Department of Defense in such amounts as may be jointly agreed 
upon by host government and the United States. 

These facts emphasize the desirability of awareness that our real 
property in foreign countries is carried on the books of the Department 
of Defense and in this report at its cost to the United States. The 
— facility represented by an investment in a foreign country may 

e identical with a facility within the United States owned by our 
Government but it represents a very different type of an investment. 
It is an investment arising from the world situation at the time it was 
made and the resulting national commitments of the United States. 

This report does not include any investment by the United States 
for infrastructure (the NATO common infrastructure program), which 
is a term used to identify the fixed military facilities needed to support 
effective combat operations by the integrated NATO forces. Con- 
struction costs for infrastructure facilities are shared by all NATO 
nations. Actual construction is the responsibility of the nation in 
whose territory a project is located. 

(ec) Acreage controlled—The Department of Defense through the 
three military departments controlled a total of 34.4 million acres of 
land throughout the world on June 30, 1955—a more inclusive figure 
than has hitherto been available. This total includes land owned, 
leased, and used on temporary permit, or according to various occu- 
pancy rights (easements and foreign rights of different types). A dis- 
eon of this acreage by area and by military department is shown 
in table 4. 





TABLE 4.—Acreage of military real property controlled, Department of Defense, 
worldwide, as of June 30, 1955 








| | Navy (inelud- 
Area ——— | Army ing Marine | Air Force 
Corps) 











pi eg oe nt id a oe ee 34,418,432 | 9,803,760 | 5,301,523 | 19, 223, 149 
Continental United States 1......-........- 27,179,180 | 8,270,207 | 4,889,000 | 14, 019, 973 
Territories and possessions #__.............. 5, 402, 777 959, 182 182, 349 4, 261, 246 
Foreign countries.......................... 1, 836, 475 874, 371 320, 174 941, 930 

















! Excludes 3,932,513 acres under the jurisdiction of the Civil Works Division, Office, Chief of Engineers, 
Department of the mew 

3 Excludes 22 acres under the jurisdiction of the Civil Works Division, Office, Chief of Engineers, Depart- 
ment of the Army. 


a are minor differences between these and GSA totals. A reconciliation of these differences 
as follows: 
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Reconciliation of acreage between General Services Administration report and 
Department of Defense report, as of June 30, 1955 


DEPARTMENT OF DEFENSE 





States 











1, 836, 475 











| 
535, 497 7, 861, 320 
6, 767 














574, 371 9, 803, 760 





* Includes adjustment for acres pertaining to the Pentagon reported by both GSA and Defense. 
NAVY (INCLUDING MARINE CORPS) 





pers report on acreage... Se) ae eS: a , 4, 170, 067 132, 531 

Add: 
Easements... ....-....-- : 2, 278 57 
Temporary-use permits. _.._- aS Sa ae 235, 983 | 46, 700 
LOG TUNG a sie suk cdnie ionamin nice 480, 926 2, 539 
Miscellaneous adjustments. _.-_.__- cyecsaues 254 ATES 


| 320,174 | 4,622, 772 
i } 

BAS 2, 857 
282, 683 
aes -| 483, 465 
—254 





5, 391, 523 








Total, Department of Defense. ........-...... _.| 4,889, 000 182, 349 320, 174 


| 





AIR FORCE 





! 


10, 231,901 | 3,686,872 | 941,930 | 14, 860, 703 


32,75 | 742 | 

607, 515 

3, 145, 278 
2, 504 | | 

14,019, 978 | 4, 261, 246 | 941,930 | 19, 223, 149 


' 











(b) Categories of real property.—The cost of the 10 largest categories 
of real property, worldwide, of the Department of Defense is shown 
in table 5. Troop housing, covered storage, and production facilities 
are the three categories representing the largest investments. 
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Taste 5.—Cost and area of 10 largest categories of real pro , Depariment o; 
Defense, worldwide, as of June 30, 1965 thi J 














Cost to U. 8, Area 
Government | (in’thousands 
(thousands) | of square feet) ! 
Troop housing (excluding emergency)... _................--.....-.-. Baa $2, 233, 688 526, 632 
Storage, covered (depot and installation) 2. 1, 854, 149 599, 706 
Production facilities... ._.- x 1, 679, 234 166, 685 
Airfield pavements____..... 1, 677, 379 393, 466 
Maintenance facilities en bipinees paistnidlael 1, 551, 925 246, 527 
Roads and streets...............- Lnlitvats eins Dibiin dain piiele abies Lnenwnens 1, 320, 560 574, 181 
Sree WHR 5s es gee ek ack GSR RSs Sabi 895, 470 19, 049 
ay WO Gai. cnn ncn cstnded blll dees ik lp tah ese isto aiarate  a j 893, 425 § 
Utilities, electric 3__ .__- PE ARLE DEN ESET OEE SEL BED REM ON 844, 907 , 853 
TTR RO as a oo. SR Bods Bo ieecnsn wen 749, 090 164, 216 








1 Airfield pavements and roads and streets are in square yards. 
2 Excludes liquid fuel, ammunition, and cold storage. 
* Includes both the operating buildings and the distribution lines. 
4 Dwellings only. 


Cuart 3 


COST OF THE TEN LARGEST CATEGORIES OF DOD REAL PROPERTY 
WORLD-WIDE 


AS OF 30 1UNE 1955 


BILLIONS OF DOLLARS 
' 


os 3 i 


TROOP HOUSING 
STORAGE-COVERED 
PRODUCTION FACILITIES 
AIRFIELD PAVEMENTS 


MAINTENANCE FACILITIES 


ROADS AND STREETS 
UTHITIES-WATER 
FAMILY HOUSING 
UTILITIES -ELECTRIC 


ADMINISTRATION BUILDINGS 














8. Department of the Army, overseas installations 


(a) Cost of properties —Army real properties outside the continental 
United States cost slightly more than $1 billion ($1,050 million). 
The actual value of properties used by the Army is considerably 
higher for on leased properties only the cost of the improvements 
paid for by the United States Government is included in the cost 
figures. Slightly less than half of these properties ($520 million) are 
located in our Territories and possessions and the remainder ($530 
million) in foreign countries. Of the properties in the Territories and 
possessions, 95.7 percent is in active installations; of those in foreign 
countries, 99.4 percent is in active installations. 
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(b) Acreage.—A large block of land under permit and public domain 
land is being used by the Army in Alaska. In countries outside the 
continental United States, various base rights are exercised by the 
Army on 536,000 acres. 

(ec) Categories —As should be expected, troop housing makes up 
by cost the largest single type of property in overseas areas. The 10 
largest categories of real property, with cost to the Government total- 
ing $345 million in Territories and possessions and $358 million in 


foreign countries, constitute 66 and 68 percent of the respective total 
amounts. 


4. Department of the Navy, overseas installations 


(a) Cost.—One-sixth ($1.2 billion) of the Navy real properties, on 
a cost basis, are located outside of the continental United States. 
Of these properties, $993 million were in Territories and possessions 
and $236 million were in foreign countries as of June 30, 1955. In the 
Territories and possessions, 95.7 percent of these properties was in 
active installations, and 99.8 percent in foreign countries was in active 
installations. 

(b) Acreage-—The Navy controlled 502,000 acres overseas on June 
30, 1955, of which 182,000 were in Territories and possessions and 
320,000 were primarily base rights in other countries. 

(c) Categorres—The 10 largest categories of activity represent a 
cost to the United States Government of $655 million in Territories 
and possessions and $151 million in foreign countries. These are 
roughly two-thirds of the respective totals. 


5. Department of the Air Force, overseas installations 


(a) Cost.—Properties in overseas areas controlled by the Air Force 
represent a cost to the Government of nearly $2 billion, 32 percent of 
the Air Force total. 

Of the Air Force overseas properties, 36 percent, on a cost basis, is 
in United States Territories and possessions and 64 percent in 22 
other countries. 

(b) Acreage —Total acres controlled by the Air Force in Territories 
and possessions amounted to 4,261,000 as of June 30, 1955, and for 
foreign countries, 942,000 acres. The 942,000 acres on which foreign 
base rights are held by the Air Force are located in 30 countries. The 
Air Force is using large tracts of land in Alaska, most of which have 
been withdrawn from public domain lands. 

(c) Categories——The largest single category cost in all oversea areas 
is that of airfield pavements followed by troop housing. The 10 
largest categories account for $576 million in Territories and posses- 
sions and $1 billion in foreign countries, 82 and 80 percent of the 
respective amounts. 


SECTION C. INVENTORY OF METALWORKING EQUIPMENT 


The number of metalworking machine tools costing $500 or more 
each reported by the military departments as of August 31, 1955, was 
277,682 with a reported acquisition cost of $2.9 billion. This inven- 
tory total was divided quite evenly between the three military depart- 
ments with each having a metalworking machine-tool inventory of 
slightly less than $1 billion. 
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Each department has progressed in making their inventory of 
metalworking equipment more complete and accurate. The Navy 
has established a new Plant Property Branch in the Office of Navy 
Materiel to improve control of metalworking and other production 
equipment. The Army has initiated action to mechanize its central 
inventory records of metalworking and other production equipment 
costing $500 or more for each item. The Air Force is planning to 
install a central inventory reporting system in accordance with the 
new classification pattern. This will be based primarily on existin 
inventory records covering this type of equipment at repair bases an 
overhaul shops. These and other actions are being taken to provide 
more comprehensive and timely inventory data on this equipment for 
management uses. 

The Department of Defense is preparing a new Directory of Metal- 
working Equipment for publication in 1956 with appropriate nomen- 
clature and standard codes for classifying and identifying such equip- 
ment. ‘This directory will bring up to date the one published in 1951. 
In preparing the new directory the basic code pattern, except for the 
model, will be utilized to comply with DOD Instruction 4130.5, 
Identification and Classification of DOD Industrial Production 
Equipment, dated August 26, 1955. 


TABLE 6.—IJnventory of metalworking equipment costing $500 or more each, 
Department of Defense, as of Aug. 31, 1954 


{Thousands of dollars} 





Standard commodity classification ment of Army — Air Force 
Defense Corps) 












Total_. PAGS, dicians cs ssencknnnkasuokwe tinea bite $980, 739 
Metal-cutting tools, total._- 






























3411 Boring. pA eit fl a Se 382, 846 96, 496 142, 188 144, 162 
3412 Broaching... pe cabal sition 42, 588 13, 457 11, 035 18, 096 
Te NE Spe SAO? I.E AN 217, 630 90, 033 54, 420 
3414 Cutting--___-. se ae ae 120, 480 33, 858 44,011 42,611 
3415 Grinding...............-. iniindeblidiie diane 389, 047 109, 092 108, 514 171, 441 
3416 Lathes.____- sleabigim tected ead nee 701, 124 272, 285 255, 087 173, 752 
DEST | DRUAS so eas See eee 460, 482 130, 963 148, 846 180, 673 
3 | REC RE saniacnd FOE 45, 662 820 

Miscellaneous. 596 





Metal-forming tools, total. _...._... 

















3441 Bending -_........- 


. PEE es Pee I NT oe 39, 954 3, 902 22, 714 13, 338 
3442 tented pn Re PR MELE OC Vis Le Acad 176, 495 70, 208 59, 972 46, 225 
3443 Mechanical press.............-...-...-.- 128, 606 72, 277 22, 948 33, 381 
3443 Manual press. . -.- pied aiprabekesiaiiaie saan 3, 434 2, 215 771 448 
3445 Punching. .._._---- Jo ch bh deniesioietos 21, 681 3, 423 13, 990 4, 268 
Rar a epaangite hy data icy aah ley 39, 777 7, 438 8, 426 23, 913 
3447 Wire strip... aetseudreones mee 7, 302 6, 511 71 

DOGG II in ins chin ce sessin , ? 10, 454 3, 578 6, 518 


Miscellaneous... _- 














Percent owned by each department 





SECTION D. INVENTORY 
IN THE 





OF MILITARY EQUIPMENT 
CONSOLIDATED SUPPLY SYSTEMS AND IN 






AND SUPPLIES 
STOCK FUNDS 





1. General 


In this section of the report the value of the inventories in the 
supply system of each of the services is reported for categories 
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of similar items. It is also reported for inventory classifications, that 
is, the purpose for which stocks are being retained, such as, for peace- 
time use, mobilization reserve, and so forth. 

Inventories are accounted for in the supply system from the time 
of acceptance by the service at the manufacturer’s plant or at the 
military depot until they have been issued to a unit or activity for 
use. The inventories discussed in this section are being held for 
issue to the ultimate consumer. They are that part of the materiel 
pipeline which is defined in the Joint Chief of Staff dictionary as the— 
phase of military supply which extends from receipt of finished supplies by the 
military services through issue for use or consumption. 

Physically, the stocks are located at depots, posts, camps, stations, 
and bases in the United States, Territories or possessions, or in foreign 
countries and are stored in warehouses, open storage spaces, ammuni- 
tion dumps, fuel tanks, and so forth. 

Items that have been issued to units such as divisions, air wings, 
and most ships are not considered part of the supply system. These 
items are in the hands of the ultimate consumer and are carried in 
the unit inventories where they will remain until consumed, destroyed, 
damaged, or disposed of. ata on inventories of major items of 
equipment and ammunition that have been taken from the supply 
F ape and issued to users are reported in section F of part Il of 
this report. If an item in a unit becomes unserviceable it is generally 
replaced by a serviceable item from the supply system. The un- 
serviceable item is returned to the supply system for repair where 
it may be scheduled for repair or fe ad excess for disposal. 


2. Stock funds 


Substantial progress has been made by the Army, Air Force, and 
Marine Corps in establishing stock funds; the Navy has operated a 
stock fund since 1893. Such stock funds do not constitute a separate 
supply system but are used to finance and control the stocking and 
issue of consumption-type items for which there is a recurring demand. 
The stock-fund mechanism permits the military service to handle 
inventories of such items on a replacement basis in the same way 
that private distributors replace stocks depleted by sales to customers 
with new stocks iiichsieed alah proceeds from such sales. Because 
of the widespread interest in stock-fund operations as a means of 
improving supply and fiscal management and control of inventories, 
stock-fund inventories are shown separately for each service in the 
following tables and are included in the overall totals for the entire 
supply system of each service. ; 

8. Reporting of categories and of inventory accounts 

The inventories in the aggregate supply system, both the items which 
are in the stock funds as well as those that are financed from appro- 
priations, are shown for each of the services in the tables in this 
section. 

Each of these tables show the amount of inventories in each major 
category (groupings of similar kinds of equipment) and in each 
inventory classification (groupings according to purpose for retention). 
Considerable progress has been made by the services in categorizing 
and classifying equipment and supplies for accounting purposes. 
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The inventory classifications now being used by the services to 
identify the purpose of retention are not yet entirely uniform. As 
they are not uniform no single set of definitions can be used at present. 
The terminology and definitions, as used by each service in compiling 
its June 30, 1955, supply-system reports, are presented in the following 
text. 


4. Department of Defense summary 

In the remainder of this section of the report detailed inventory 
summaries, showing categories and inventory classifications, are pre- 
sented for each service. <A recapitulation of the aggregate totals in 
the Department of Defense supply system is shown on the following 

age. 
f As shown in table 7, Army holds the largest part of the total supply- 
system inventories accounted for in this section of the report, 41.7 
percent. Navy and Marine Corps together account for 35.0 percent, 
and Air Force for 23.3 percent. Of the total Department of Defense 
stock-fund inventories, Army has 69.1 percent, Navy and Marine 
Corps have 24.2 percent, and Air Force has 6.7 percent. Of the appro- 
priated-funds inventories, 36.5 percent belong to the Army, 37.1 
percent Navy and Marine Corps, and 26.4 percent Air Force. 


TABLE 7.—Supply-system inventories, Department of Defense, as of June 30, 1955 
{Millions of dollars] 





< | Appropri- 
Agency Total ee ae ated funds 
inventories 





Danartuen’ OF DeGe - <cos in fin ~ dest dc ncaph sce nennecebenes $50, 780 $8, 153 $42, 627 





PI dG he abiihs hodd 36 db voddibdons ddblddiina melden a 121, 105 5, 636 1 15, 469 
Te el, eC EEE Pe RO Ra 215, 921 1, 594 314, 327 
Marine Corps 799 375 1, 424 


1, 
Air Force 311, 955 548 311, 407 














1 Includes $2,255 million of materiel physically located in Army warehouses but owned by other agencies, 

2 Includes $190 million of shipboard supplies and $704 million of spare aircraft engines which are not in- 
cluded in the totals of table 10. 

3 Includes $70 million of materte] physically located in Air Force warehouses but owned by other agencies 
and excludes FEAF depot inventories (to be brought into the inventory monetary accounting system on 
July 1, 1955) and Air Force owned stocks held by Army in Army depots, 
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5. Army supply system inventories 


The million or more different supply items of the Department of 
the Army have been consolidated into 15 financial inventory cate- 
gories for the purpose of this report. 

Seven inventory classifications for stocks are reported by the Army, 
namely: (1) Peacetime operating, (2) mobilization reserve, (3) 
economic reserve, (4) contingency reserve, (5) claimant, (6) dis- 
posable excess, and (7) unserviceable. In addition the Army reports 
stocks in transit. 

The following are the Army definitions in effect June 30, 1955: 

(1) Peacetime operating stocks, serviceable, are serviceable stocks 
in depots and posts, camps, and stations held for issue to using units to 
equip and train the planned peacetime United States Forces. 

(2) Procurable MRMR stocks, serviceable, are serviceable stocks 
held for the account of that portion of the mobilization reserve ma- 
teriel requirement for which vy agen is authorized. They include 
the prepositioned stocks held in specific locations in condition for 
imminent shipment or use. 

(3) Economic reserve stocks, serviceable, are serviceable stocks in 
long supply which may be retained to meet future requirements where 
economic considerations justify retention. 

(4) Contingency reserve stocks, serviceable, are serviceable stocks 
in long supply for which there is no programed requirement but which 
should be retained for milit or defense contingencies. Only 
military-type items may be pl in the contingency reserve category. 

(5) Claimant stocks, serviceable, are serviceable stocks on hand 
which the Army is holding for the Navy, Air Force, mutual defense 
assistance program countries, and other agencies (such as Atomic 
Energy Commission). Stocks held for the National Guard and other 
Army Reserve components are not carried in the claimant classifica- 
tion but are combined with those of the active Army. 

(6) Disposable excess stocks, serviceable and unserviceable, are 
stocks classified as excess to the needs of the reporting military depart- 
ment and those previously declared as surplus but which have not been 
disposed of. 

(7) Unserviceable stocks, are stocks in (a) continental United 
States depots and overseas commands, presently unserviceable but 
scheduled for repair and return to stock or issue during the current 
fiscal year; (b) posts, camps, and stations within the continental 
United States which are to be repaired by the command and reissued; 
and (c) all other unserviceable stocks. Most of the unserviceable 
stocks are carried at 50 percent of their standard price. 

In-transit stocks, are those in transit from (@) manufacturers or 
suppliers to which title has passed to the Army, but which have not 
been received physically by the Army; (6) from CONUS depots to 
overseas commands or vice-versa; (c) from CONUS depots to CONUS 
commands; and (d) among CONUS depots which have not been re- 
ported as received by the consignee depots. 

In considering the summary table (table 8) of Army inventories it 
should be noted that this report covers the stocks held by all depots 
and market centers in the continental United States and overseas 
and an estimated 70 percent of inventories in the retail supply system 
in continental United States posts, camps, and stations and overseas 
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depots, posts, camps, and stations. As of June 30, 1955, monetary 
inventory accounting had not been inaugurated in Okinawa, Korea, 
and in overseas field depots. The progress made to date in extending 
monetary inventory accounting throughout the entire supply system 
is discussed in greater length in part Til of this report. 

A brief analysis of the summary table (table 8) shows: 

(1) The category of ordnance ammunition, guided missiles, rockets 
and related equipment made up the largest segment of the Army 
supply system—31.2 percent of total reported dollar value of dis- 
tributed stocks. 

(2) The second largest segment of the Army supply system was 
ordnance spare parts, tools, equipment and supplies, followed by 
vehicles and quartermaster clothing and equipage. 

(3) Of total monetary value of Army-distributed supply system 
inventories 40.5 percent was in peacetime operating and mobilization 
reserve stocks; 30.5 percent in economic and contingency reserve 
stocks; 9.3 percent, disposable excess stocks; 10.8 percent, claimant 
stocks; and 8.9 percent was in unserviceable stocks. Only 1.4 percent 
of the total of all Army stocks was undistributed. 


6. Army stock fund inventories 


Included in the $21.1 billion inventories shown in table 8 are $5.6 
billion carried in the Army stock fund. This $5.6 billion of inventories 
in the Army represents 26.5 percent of the total inventories reported 
by the Army in its supply system. 

Almost half of the Army stock-fund inventories is in the Ordnance 
Corps category. The quartermaster group of categories amounts to 
just under $2 billion and represents 34.5 percent of the total Army 
stock fund. 
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7. Navy (exclusive of Marine Corps) supply-system inventories 

Monetary accounting for properties and inventories dates back in 
the Navy to 1908. In this report, the inventories of the Navy supply 
pe grouped into 25 major categories in addition to the in trans- 
it stocks. 

Six inventory classifications for stocks are reported by the Navy: 
(1) Peacetime operating, (2) economic reserve, (3) mobilization 
reserve, (4) contingency reserve, (5) MDAP earmarked, and (6) dis- 
posable excess. Stocks which are not distributed including aircraft 
mal engines and shipboard supplies, ship-construction material, and 
shipbuilding and conversion stores (see table 10). 

he following are the Navy definitions in effect June 30, 1955: 

(1) Peacetime operating stocks are the quantity on hand designated 
to meet the peacetime force materiel requirement. 

(2) Economic reserve stocks are the quantity on hand for which 
there is a firm predictable demand so that retention of stock to meet 
this demand is advantageous, all cost factors considered. 

(3) Mobilization reserve stocks are the quantity on hand retained 
to meet general demand after M-day plus the quantity on hand 
reserved for specific mobilization programs such as advanced base 
components, mounting out of Marine Gorpa units, defense equipping 
of merchant ships and harbor defense. 

(4) Contingency reserve stocks represent that portion of the 
quantity of a military-type item in long supply for which there exists 
no foreseen requirement, but which it has been determined should be 
retained for possible military or defense contingencies; 

A brief analysis of table 10 on the Navy supply-system inventories 
shows: 

(1) The largest single category was major ordnance equipment and 
explosives, accounting for 41.4 percent of distributed stocks in the 
supply system. 

(2) The next largest category was aeronautical and photographic 
material, followed by ordnance repair parts. 

(3) Of the $14.5 billion of stocks distributed as of June 30, 1955, 
32.0 percent was held for peacetime operating purposes; 17.7 percent 
economic and contingency reserves; 40.2 percent mobilization reserves; 
0.5 percent MDAP earmarked; and 9.6 percent of disposable excess 
stocks. 

(4) Of the total stock in the Navy aggregate supply system on 
June 30, 1955, 2.5 percent was reported to be in transit. 

(5) The monetary values of two other groups of inventories—ship- 
board supplies and aircraft spare engines—are shown in a footnote of 
table 10. These are not included by the Navy in its supply system 
and have not been stratified. These supplementary stocks add 
$893,720,000 to the total and bring the Navy total up to $15.9 billion. 
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8. Navy stock fund (exclusive of Marine Corps) 

Table 11 shows the category and rapes classification of the 
Navy stock fund (exclusive of Marine Corps). The Marine Corps 
stock fund is shown as part of table 13 because the cat varies are 
different and the inventories have not yet been classified. The Navy 
stock fund carried 10.5 percent of the inventories in the Navy supply 
system. 


TaBLeE 11.—Stock-fund inventories, Department of the Navy, exclusive of Marine 
Corps, as of June 30, 1955 
[Thousands of dollars} 





| Distributed stocks 














| Undis- | 
Category Total | tributed | 
stocks | stocks! | Total Peacetime 
| operating 
Peery woes. fees, Wee. ks. 55s nein miner enkeese 1, 593, 730 53,701 | 1, 540, 029 261, 004 
CPOE NOI oi iciies sic ansinive outs Saad ccinan 567, 485 | 16, 625 550, 860 80, 060 
Pee equipment repair parts_..............-.. 44, 381 177 44, 204 3, 639 
ial ship electric fittings.......................- 38, 491 1, 248 37, 243 4, 467 
cise ehh uaek aaee i i iit ecm thn bf ibid 343, 132 2,712 340, 420 30, 120 
Ships store and commissary store. caknk eecisipldbalee 27, 384 6, 452 20, 932 20,771 
Medical and dental. .............--...----.--.... ‘ 104, 386 1, 085 103, 301 9, 600 
PN iri tacndccnccnsecce : iinet ie 24, 902 3 557 RMD Sin vowandnes« 
Subsistence stores. AEE PSEA ASA Seo a 68, 676 8, 442 60, 234 50, 872 
Fuel, lubes, and DE PO oe ge 149, 112 7, 826 141, 286 44,711 
Ships repair peste... .... mnlsiiaebie ks eik aie ciaetat 7, 254 77 7,177 1, 047 
Common electronic items... ........-.-..-...--...- 133, 094 3, 484 129, 610 | 15, 027 
Materials-handling equipment... _.___- venetabebsksubdoubied of eet Rats 270 | 270 
aia 5 aon haere ginagie cphigainestini sh 3, 113 3, 593 —480 | — 480 
Scrap, sa salvage, ‘and excess.._._- ie sisal Latatigunaibeos 82, 050 41,423 8 f ee See ae 











Distributed stocks—Continued 























Category : | 
Economic — | MDAP | Disposable 
reserve reserve? | Sarmarked excess 
Navy stock fund, total... on 381, 603 685, 848 | 4,151 207, 423 
IN ne na sve eaecnaone 191, 500 8 Ok eres 86, 300 
Vehicular equipment repair parts_.....---...-__._. 26, 938 Sine o ase 4, 105 
one ship electric fittings .............-...5.5.--21 7, 611 te 4, 893 
othing and small stores. ...............-....--... 83, 300 _ 4 | eo 2, 000 
Ships store and commissary store stock__.___..._.._|............ CESAR TST FORGE arts 161 
RIE IN aa sin evince cen badaccnce 15, 400 77, 200 BES Ee ae 1, 101 
Blood plasma... ..........-. eRe Se AS AE ASR omen 8 A SS aie 24, 345 |..-.-....- ASE SP 
Subsistence stores. deacieratlesnisthe peiatink sas | TERS pale SS 
Fuel, lubes, and POL drums. irate 3, 072 | ia Oh ee 
Ships repair parts_........... 3, 163 fy SESS RS 555 a 
Common electronic items. .............-.--........ 50, 719 231,477 | 4, 151 28, 236 
Materials-handling equipment. ___...............-- Sick cwietibaekciuasen dace RRR ad: RR CPR 
OU Se dia scse rsh idkiie Donk ndlpcd bios snndeogiey eee inl oas aku Cuideadedodrns adaed Sickel albanien Valli crtcaig oe 
Scrap, salvage, and excess.............-..--......-.|-....- adios |---~-- peiheaad aiid ble 80, 627 





1 Consists of $223,000 of work-in-process; $2,828,000 of stocks at contractors; $11,785,000 of stocks d for 
not taken up, and ‘$38, 865,000 of stocks in transit which are carried as peacetime operating stocks in other 
stock-fund summary reports except for amounts identified by footnotes 4 and 3. 

2 Includes $10,181, 000 which is considered a contingency reserve. 

3 Included with mobilization reserve stocks in other eeck fund summary re 

4 Included with excess or surplus stocks awaiting disposal in other stock-fun caninary reports. 


9. Marine Corps supply-system inventories 
The Marine Corps classifies its inventories into 12 categories in 
addition to in transit and aij urs Table 12 shows the Marine Corps 


inventories by category as of June 30, 1955. The Marine Corps plans 
to stratify its inventories by the end ‘of fiscal year 1956. 


REAL AND PERSONAL PROPERTY INVENTORY REPORT 57 


10. Air Force supply-system inventories 

The Air Force divides its inventories into 22 categories in addition 
to the stocks in the stock-fund and in-transit inventory classifications. 
The six inventory stock classifications are: (1) Operating and reten- 
tion, serviceable, (2) operating and retention—reparable, (3) reserve, 
(4) MDAP earmarked, (5) other claimants, and (6) disposable excess. 

The Air Force definitions in effect on June 30, 1955, are: 

(1) and (2) Operating and retention stocks are the stocks which are 
required to meet current needs and future needs of the Air Force but 
not specifically classified as mobilization reserves nor assigned to be 
used in specified projects. These become excess only under specific 
criteria for each item. There may be excesses to normal current re- 
quirements but not excess to future planned requirements. As items 
are examined based upon use they may be transferred to excess or 
determined to be useful in a reasonable period. 

(3) Reserve stocks consist ef (a) all stocks classified as mobilization 
reserves, plus (6) all stocks administratively segregated for specific 
use in authorized projects. 


Tanie 12.—Supply-system inventories (including stock fund), Marine Corps, as of 
































June 30, 1956 
{Thousands of dollars} 
Category Total Category | Total 
Marine Corps, total --~/$1, 790,450 | Ordnance... -.- ET eNO: ET My 
———----___ Maintenance and utility items --___- | 22, 391 
pO LES Cy Ce ee OS Oe en 306 O00 it Giatelobomaes: - ck chee liceci. | 4, 910 
Engineer " inioe 97,854 | Fuel supply_. . FOE SA is 509 
General property _.... > sales 158, 77% Stocks paid for not taken up...........- 2, 617 
Motor transport...4..-< .2.4++<-.+ss-<- Be > 39 fpr e ra ey ener ee aed 7, 138 
Organizational clothing pele ks-aalie 42,504 || Excess, surplus, salvage, and scrap. .__.- 35, 937 
Individual clothing... ............-....-- i 63, 880 i} 
TABLE 13.—-Stock-fund inventories, Marine Corps, as of June 80, 1955 
[Thousands of dollars} 
Distributed stocks 
Undis-  _———-—__—____- 
ies eaiecaares | Total eared 
Category | stocks = d | Excess, 
| e. Total Operating | surplus, 
| | and salvage 
i 3 ane Dare i 
Marine Corps stock fund, total_.......__. $375, 575 $10, 62 $364,951 | $361,920 | $3, 031 
nT | See 3, 456 | 3, 361 | 95 
DE isikcnbdcccckndchanaanavne’ | 4 Se 34, 893 33, 471 | 1, 422 
General property..................-..- } 113, 796 852 112, 944 111, 891 | 1, 053 
pe ,  Paaee eae oe | 37,713 pay sain pall 37, 713 37, 640 73 
Organizational clothing _- et 24.624| 24 558 66 
Individual clothing... ._- 63, 880 17 63, 863 | 63, 812 51 
Ordnance. _-.._.-......- ” 3 > Se eee 82, 039 | 81, 768 271 
Subsistence....__.-- ebbakcin bvuiatipinaicnien Sg 4,910 | SU ae 
Fuel supply Diiicabecns niceeekaeweuen gg PS 509 | Oe 
Stocks paid for not taken up 2, 617 eg, eS TORE SES : 5. 
Pe I virccccdhietcciacgeckbecibens 7,138 ef DR ie ae: 2 ee 

















1 Includes $869,000 of stocks in hands of contractors. 


(4)'MDAP earmarked are those stocks held for MDAP. 
(5) Other claimant stocks are those held for Army, Air National 
Guard, and Air Force Reserve. 


74800—56——5 
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(6) Disposable excess stocks are stocks which have been deter- 
mined to be excess to requirements of the Air Force and are available 
for disposal. 

The June 30, 1955, monetary report on the inventories covers 
$11,955,309,000 of stocks that are in the Air Force supply system 
which includes approximately 1% million different kinds of items. 
This dollar total includes $547,625,000 held in the Air Force stock 
fund, but does not include inventories held by the Army in Army 
depots for the Air Force (included in the Army totals) and $255,392,000 
in Far East Air Force depot inventories. The latter are to be picked 
up in the inventory monetary accounting system on July 1, 1955. 

The Air Force supply system inventories in this report reflect 
monetary accounting presently installed in all depots in the United 
States, all bases throughout the world, and partially in effect at 
depots in Europe. On July 1, 1955, the inventories in the Far East 
depots were included in the accounting system. 

A brief analysis of the summary data (table 14) shows: 

(1) The Air Force was carrying 5 percent ($524,250,000) of the 
total distributed supply-system inventory of $10,435,086,000 in the 
reserve-stocks account. This situation reflects the strategic concept 
of the Air Force of maintaining immediate mobilization readiness at 
all times, necessitating only a minimum reserve build-up after M-day. 
The Army and the Navy, on the other hand, are operating with 
peacetime forces and equipment which in relation to their potential 
M-day requirements are small but with large stocks of equipment 
held in reserve for use in the event of war. 

© Disposable excess stocks amounted to only 2 percent of the 
total. 

(3) Engines and engine spare parts ($3,111,450,000) were the largest 
category, 30 percent of the total stocks distributed. 

(4) The three largest categories—airframe spares, engines and 
engine spare parts, and aircraft instruments and assembles—made 
up 61 percent of the total inventories distributed. 
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11. Air Force stock fund 
The Air Force stock fund consists of three divisions—aviation 
fuels, clothing, and medical-dental. 
The total inventory carried in the Air Force stock funds amounted 
to $547,624, og on June 30, 1955, of which $227,651,893 was in the 


clothing, $220,237,105 in the aviation fuels, and $99,735,882 in the 
medic ictal division (see table 15). 











TaB_eE 15.—Siock-fund inventories, Department of the Air Force, as of June 30, 1955 
(Thousands of dollars] 





| Distributed stocks 











| Un ; 
Total | } 
Category : tributed | ; Excess 
stocks | stocks 12 Total | Operat- —_ iconomie!| eurplus 
g an 


reserve | 





reserve | 


7 
| § 





) 


I | 
Air Force stock fund, total. ....} $547,625 | $30,302 | $517,323 $157, 657 | $252,559 | $103, 985 | ‘8, 122 




































Bist citees Ricken ste\ ated sell SE Nanr nti. 
Aviation fuels division - . ..- 220, 237 15,685 | 204, 552 100, 278 |. 104,274 |._.....- Ps 3 : 
Clothing division . ......... 227, 652 10, 090 217,562 | 31,010 89, 030 97, 298 | 224 
Medical-dental division .-- 99, 7: 4, 527 95, 209 26, 368 59, 255 6, 687 2, 898 





1 Consists of $6,131,000 of stocks at contractors and $24,171,000 in transi 


t. 
? Includes $13,521,000 of active stocks and $16,781,000 of reserve stocks shown in other published stock-fund 
summary reports. 





SECTION E. INVENTORIES HELD IN INDUSTRIAL FUNDS 








The other important type of workiag-capital fund authorized by 
section 405 of title IV of the National Security Act, as amended, is the 
industrial fund. The use of industrial funds permits the financing of 
industrial or commercial-type activities and the development of pro- 
duction costs to be used as a basis for charging the appropriations of 
customers for the products or services furnished to them by the fund. 

As of June 30, 1955, 40 activities in the Department of Defense were 
operated under industrial fund charters. The Army had 18; the 
Navy 21 (with one a printing activity located in 22 plants); the Air 
Force 1 (a printing activity located in 8 different plants). The total 
inventories, consisting of raw materials, supplies, work-in-process, and 
finished goods held in all industrial funds in the Department of Defense 
amounted to $280 million on June 30, 1955. 

-The industrial fund inventories for each group of activities within 
each Department are shown in table 16. 









REAL AND PERSONAL PROPERTY INVENTORY REPORT 61 


TaBLE 16.—Jndustrial fund inventories, Department of Defense, as of June 30, 1956 
{Thousands of dollars] 





inven- 
tories 


























Marine clothing and equipment factory 
Military Sea Transportation Service 4. _ 


Air Force, total 














Printing plants ‘ 513 | 388 | 





1 Includes direct materials or operating and other supplies as reported in other Industrial Fund summary 
reports. 

2 Included with direct materials or operating and other supplies in other Industrial Fund summary 
re 


Does not include $45,000 of unallocated costs. 
4 Gross inventories prior to deductions—shown in other Industrial Fund reports—of (1) reserves for repairs 
» cea materiel of $97,000 and (2) reserves for inventory of supplies aboard commissioned ships 


SECTION F. EQUIPMENT IN USE BY ORGANIZATIONAL UNITS 


1. General 


The military departments keep records on the equipment which has 
been taken from the supply system and issued to units for use. How- 
ever, with the exception of certain major classes of equipment such as 
aircraft and ships, category summaries of stocks in hands of using units 
or troops is not available. The monetary accounting reports pub- 
lished by the Navy and the Air Force, with only these few exceptions, 
show a single total for al] such stocks. The Army does not include 
them in its monetary accounting system. However, it has recently 
started making semiannual statistical tabulations of major items. The 
physical quantities are then translated into monetary terms by 
multiplying such quantities by appropriate unit costs. These are 
then summarized and worldwide totals are reported for several 
categories of major items of equipment. Major items of equipment 
in use in the Office of the Secretary of Defense as of June 30, 1955, 
cost a total of $1.7 million. 

2. Army: Major items of equipment in use 

On June 30, 1955, Army troops and the National Guard had $4.3 
billion of stocks of major items. These major items consist of tie 
implements of combat and supporting materiel which the Army has 
been procuring in the past few years, together with acceptable sub- 
stitutes of older reac The equipment consists of such items as 


combat and support vehicles, Army aircraft, weapons, ammunition, 
and guided missiles. 
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8. Navy: Equipment in use 

The cost of equipment—both major and minor—in use by the Navy 
as of June 30, 1955, amounted to $31.9 billion, almost three-fourths of 
which was invested in ships. On June 30, 1955, the Navy had 2,759 
ships in the active and reserve fleets, 1,181 of which were in use. The 
cost of acquisition and of major alterations or conversions of the 2,759 
ships (that is, the cost of hull and machinery) amounted to $18.4 
billion on June 30, 1955. In addition, the cost of the armor and per- 
manent ordnance installed was $3.5 billion and the cost of ship equip- 
age was $1.7 billion. The Navy also owns 2,044 service crafts, which 
cost $924 million. ' 

At June 30, 1955, Navy’s program aircraft totaled 14,140 with an 
initial acquisition cost of $4.6 billion. Excluded from costing by 
Navy were 2,945 other, mainly nonprogram aircraft, in Navy’s inven- 
tory which were awaiting disposition, on bailment or loan for research 
and development, and some few target drones. The acquisition cost of 
other selected major items of equipment issued for use of shore stations 
was $2.8 billion. 


4. Air Force: Equipment in use 

The cost of equipment—both major and minor—in use by the Air 
Force amounted to $17.1 billion as of June 30, 1955. 

The Air Force reports the total cost of acquiring the 29,170 aircraft 
in its inventory as of June 30, 1955, to be $13.1 billion, of which 
$0.4 billion is in the custody of the Air National Guard. 

In addition to the $13.1 billion of aircraft, there is $4.0 billion of 


other equipment. At the present time, there is no category break- 
down for this. 


SECTION G. 





NATIONAL 





INDUSTRIAL RESERVE 


1. General 


Public Law 883, 80th Congress, the ‘‘National Industrial Reserve 
Act of 1948,”’ provides for establishing— 
adequate measures whereby an essential nucleus of Government-owned industrial 
plants and a national reserve of machine tools and industrial manufacturing 
equipment may be assured for immediate use to supply the needs of the Armed 
Forces in time of national emergency or in anticipation thereof. 

The properties still owned by the Government are managed by the 
General Services Administration (as successor to the Federal Works 
Agency) under general policies established by the Secretary of Defense. 
Since the Department of Defense has a contingent claim and produc- 
tion priority rights in all the national industrial reserve plants including 
those which GSA has disposed of with a recapture (national security) 
clause and those plants leased, or in GSA custody, data on these are 
included in this section of this report. None of the properties in this 
reserve have been included in the totals for real property (sec. B) and 
metalworking equipment (sec. C) of this report because this reserve is 


held by GSA. 
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2. Plant reserve 


The national industrial plant reserve contained 115 facilities as of 
June 30, 1955. The sponsoring military department and status of 
these plants on that date were: 





! 
Sold (with | 
Sponsor recapture 
clause) 


Lease or 


contract Inactive 




















In keeping with Department of Defense policy to release as many 
reserve plants as possible to private corporations, 88 plants have been 
sold subject to appropriate restrictions and recapture clauses, 23 are 
being operated under lease or contract agreement, and the remaining 
4 plants in the reserve are being maintained at Government expense 
by the GSA. 

The net residual acquisition cost (original cost of construction and 
acquisition of entire plant less portions previously disposed of) of these 
115 plants to the Government was $1,391 million. The sale price of 
the 88 plants was $439 million. 

The status of the 115 plants by category of product is shown in 
table 17. Of the 27 plants still owned by the Government, 17 pro- 
duce basic raw materials or products in the aluminum, magnesium, 
and miscellaneous metals fields, and 10 are producing military end 
items and components, mostly in the aircraft, tank automotive, and 
electronics fields. 

The 4 idle plants in the reserve consists of 3 magnesium and | steel- 
casting plant. The magnesium plants are sponsored by the Air 
Force and the steel-casting plant by the Army. 


3. Equipment reserve 


The total number of items of metalworking equipment in the na- 
tional industrial equipment reserve on June 30, 1955, was 6,035. 
The original acquisition cost of these items was reported as $12.6 
million. 

Continuing review is being made by the Office of Secretary of 
Defense of the production equipment in the national industrial equip- 
ment reserve to eliminate those items having a purely military appli- 
cation and those which cannot be retained economically. Military 
items are transferred to the military departments as needed. Items 
to be retained in the NIER are primarily those of a general-purpose 
nature which may be used for defense support and essential civilian 
production in the event of mobilization. 
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TaBLE 17.—National industrial reserve plants by category of product and status, 
as of June 30, 1955 





Sold (with 
reqnsare | ntact 


Category of product Total Lease Or | Inactive 





All plants 
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Aircraft and components 
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Part III. Summary or ProGress IN REcoRDING AND REPORTING 
INVENTORIES 


SECTION A. OFFICE OF THE SECRETARY OF DEFENSE REGULATIONS 
PERTAINING TO PROPERTY ACCOUNTING AND REPORTING 





A digest of the principal regulations, directives, and instructions 
issued by the Office of the Secretary of Defense since the enactment 
of title 1V of the National Security Act and outstanding as of July 1, 
1955, is presented in this part of the report. These current directives 
and instructions, in some instances, supersede or revise earlier direc- 
tives and instructions on the subject of property accounting and 
reporting. 


1. Regulations covering the operation of working-capital funds for 
industrial- and commercial-type establishments (industrial funds), 
issued July 13, 1950 

These regulations provide for the establishment of three industrial 
funds—one in each military department. They also establish the 
policy for the initial transfer of funds, inventories, and properties to 
the industrial funds; the handling of work orders and reimbursements 
for such work; provision for accounting and cost-accounting systems; 
authorization to incur obligations and expend funds; budgetary con- 
trol; reporting on operations; and auditing. 


2. Basic regulations for the military supply system. (Department of 
Defense Directive 4000.8), issued November 17, 1952 
These basic regulations set forth important objectives in the field 
of supply which are to be implemented by the military departments 
as quickly as practicable and redefine the relationships between the 
basic regulations and other Department of Defense directives regulat- 
ing supply management.’ They specifically require that— 


all supply accounting at depot, post, camp, station, base, and installation level 
will be developed to achieve integration and uniformity on a quantitative and 
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monetary basis, except for supplies and property with troop units and afloat, 
where periodic quantitative inventories pi will be required— 


and that— 


prescribed stock levels shall be uniform among military departments where similar 
conditions exist. 


3. Inventory of machine tools and other production equipment (Depart- 
ment of Defense Directive 4215.12), issued June 5, 1953, and subse- 
quent amendments 


This directive provides for the preparation and maintenance of 
adequate inventory records of Department of Defense owned ma- 
chine tools and other production equipment in the departmental 
industrial equipment reserves and for obtaining semiannual summary 
inventory reports. In addition, the Office of the Secretary of Defense 
has directed the military departments to install monetary accounting 
for production and plant equipment in connection with the implemen- 
tation of the recommendations of the Advisory Committee on Fiscal 
Organization and Procedures. The military departments are now 
developing procedures to install or improve this accounting during 
fiscal year 1956. 


4. Regulations governing stock-fund operation, (Department of Defense 
Directive 7420.1) issued February 1, 1954, (a) inclusion of cost of 
transportation to first destination as element of the standard price of 
stock-fund materiel, (instruction 7420.2), issued February 1, 1955; 
(6) authorized donations of surplus materiel from working-capital 
Funds to health, education, and welfare, (instruction 7420.3), issued 
June 9, 1955 

Directive 7420.1 provides for establishment of a stock fund in each 
of the four services setting up procedures for the issuances of charters; 
initial transfer of funds, inventories, and other assets; pricing policy; 
management policy; sales of stocks, accounting; authority to obligate 
and expend funds; budgetary control; reporting; and auditing. In- 
struction 7420.2 clarifies and interprets pricing-policy provisions 

insofar as transportation costs are concerned. Instruction 7420.3 

provides for establishment of accounts in each industrial fund and 

departmental stock fund and division thereof to reflect the authorized 
donations of surplus materiel to health, education, and welfare. 


5. Inventory of military real property (Department of Defense Instruc- 
tion 4165.14), issued March 31, 1954 

This instruction provides a uniform procedure to be followed by 
the military departments for the establishment and maintenance of 
a worldwide inventory of real property (land and improvements) and 
for the preparation of an abridged inventory in summary form. 
Specific instructions are contained in this instruction as to the cate- 
gories, physical units of measure, the data, maps, and descriptive 
information which are to be kept on the records in the military depart- 
ments and those that are to be summarized and reported to the Office 
of the Secretary of Defense. The military departments are required 
to keep their records current at all times and to submit summary 
reports semiannually. 
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6. Inventory management (Department of Defense Directive 4140.1), 
issued July 1, 1954, and a series of Department of Defense instruc- 
tions: (a) Management of mobilization reserve stocks (instruction 
4140.2), issued July 28, 1954; (6) materiel in long supply (instruc- 
tion 4140.3), issued August 19, 1954; (c) materiel pipelines, 
including levels of supply (instruction 4140.4), issued September 3, 
1954; (d) acquisition of materiel from GSA storage depots (instruc- 
tion 4140.5), issued April 15, 1955 
Directive 4140.1 establishes the Department of Defense basic policy 
for the management of materiel inventories and uniform definitions. 
It calls for a physical inventory of materiel and reconciliation of 
records at least once a year and establishment of central supply and 
inventory control points within each military department for each 
item. ‘These supply and inventory control points are required to 
maintain records, make reports, channel the transportation of materiel 
in the most economical manner, review the inventory status in relation 
to current and future requirements, determine and declare servicewide 
excess stocks, and schedule rebuilding of economically repairable 
stocks. Instruction 4140.2 establishes the policies regarding the reten- 
tion, storage, care, and preservation of mobilization reserve stocks 
and their stock-record accounting, reporting, and control. Instruc- 
tion 4140.3 establishes criteria for determining quantities of materiel 
in long supply and policies regarding the retention or disposal of any 
part of such long supply. Instruction 4140.4 prescribes definitions to 
be used for identifying the levels of supply in the materiel pipeline. 
Directive 4140.5 prescribes the policies and procedures governing 
Department of Defense acquisition of materiel from GSA. 


7. Facility classes and construction categories (Department of Defense 
Instruction 4165.8), issued March 11, 1955 

This instruction provides a standard numerical code for the identi- 
fication and classification of facility classes and construction categories 
to permit uniform identification and classification of real property in 
planning , programing, budgeting, accounting, and reporting; exclusive 
of the civil-works activities of the Army Corps of Engineers or emer- 
gency construction in direct support of combat operations for any of 
the military departments. 


8. Reporting and screening of excess personal property (Department of 
. Defense Instruction 4160.9), issued June 24, 1955 

This instruction establishes departmentwide policy and procedures 
for reporting personal property under Department of Defense control, 
which is excess to the needs of the organization holding such property. 
It routes notifications of excess personal property so that all elements of 
the Department of Defense may be informed of its existence and char- 
acter. Provision is made for notifying all other elements of the Fed- 
eral Government of excesses remaining after Department of Defense 
needs are met. Finally the instruction provides for disposal of such 
excesses which are not absorbed by the Federal Government. 


9. Motor vehicle uniform reporting system (Department of Defense In- 
struction 4500.7), issued July 1, 1955 

This instruction establishes standardization of terminology, defini- 

tions and reporting of motor vehicles for use of the military depart- 

ments in keeping the Department of Defense and other elements of 

the Federal Government informed as to the inventory of this class of 








REAL AND PERSONAL PROPERTY INVENTORY REPORT 67 


ett The system, in addition, measures utilization and in 
dition provides operating and maintenance cost data. 


SECTION B. DEPARTMENT OF THE ARMY 


Financial inventory accounting, which covers all bulk stocks in the 
Army supply system, became a formal Army project in 1953. The 
system was in Zone of Interior depots on January 1, 1954, and in 
selected ZI posts, camps, and stations and oversea commands on 
July 1, 1954. By December 31, 1954, it covered all ZI depots, market 
centers, all oversea depots except field Army depots, and an estimated 
70 percent of the dollar value of inventories in ZI posts, camps, and 
stations. Additional installations to be covered in fiscal year 1956 
will bring the coverage of ZI posts, camps, and stations to about 85 
percent. 

A revision of the procedure for recording and reporting was started 
in October 1954 and published as Army Regulation 735-8 in January 
1955. The first complete report under the revised procedure was as 
of June 30, 1955. 

On July 1951, a charter was issued establishing the clothing and 
equipage division of the Army stock fund. This was followed in the 
stock-fund area by establshment of the subsistence division and the 
medical-dental division on July 1, 1953; petroleum, oil, and lubricants 
division and quartermaster general supply division on January 1, 
1954, and divisions applicable to the other technical services on 
July 1, 1954. On October 1, 1954, the addition of ordnance repair 
parts category within the ordnance division added nearly $3 billion of 
inventories, nearly doubling the Army stock-fund inventories. 

The Army stock fund had, as of June 30, 1955, over 700,000 different 
kinds of supply items with stock of approximately $5.6 billion. Most 
consumption-type items (maintenance and operation) are now in the 
stock fund, and with the inclusion of some 250,000 engineer parts 
items on July 1, 1955, nearly all common use or consumable supply 
items including parts will be in the Army stock fund. 

A major improvement has also been made in item accounting, 
which is the basis for financial accounting. The Department of the 
Army has developed the Army field stock-control system, designed to 
improve the economic distribution of secondary items, with parti- 
cular emphasis on repair parts. Its basic principles have been tested 
under peacetime and combat conditions. The principles and pro- 
cedures of the Army field stock-control system are applicable to all 
items of supply in all technical services. 

The Army field stock-control system, when fully implemented, will 
be used as a tool of operation and management to improve the Army 
supply system by the— 

(a) Establishment of realistic replacement factors and a stock- 
age plan by item and quantity at all echelons of supply, based 
upon true consumption-demand experience of the activities sup- 
ported instead of “‘issue’”’ experience. Stocks will be located in 
direct relationship to the requirements of the consumer. 

(6) Establishment of a uniform method of supply accounting 
among all technical services at the forward or retail supply 
echelons. 

(c) Reduction of the numbers of items and quantities of items 
stocked at forward supply echelons. 
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A pilot model of the system was installed at Fort Belvoir in April 
1955, at which time the details of the system were developed. A pilot 
model is currently being established in each ZI Army Command, 
after which the system will be extended to all other ZI installations, 
with a target date for completion by September 1, 1956. It has been 
installed in Army Forces Far East for ordnance. Installation will 
begin in oversea commands in all other technical services in early 1956, 
with a target date for completion of December 31, 1956. 

Another innovation adopted by the Army is project MASS (modern 
Army supply system). The basic principle of this supply system is to 
stock items which are needed most frequently with the organization 
which uses them, to stock less frequently needed items farther to the 
rear, with seldom-used items stored outside the combat zone. Service 
will be provided in lieu of stockage to bring parts stored to the rear 
up forward. To accomplish this, the latest methods of communica- 
tion data processing and transportation will be used. 

In the area of real property in use, the Army implemented Depart- 
ment of Defense Directive 4165.14 by means of Bpecial Regulation 
405-45-5, July 9, 1954, as a basis for taking the epee ad of rorion’ 
real property shown in this report. Refinement of the basic records 
supporting the inventory is one of the objectives of the overall Army 
program of improved accounting for both real property and capital 
equipment set forth in Army Regulation 735-5, December 20, 1954, 
particularly change 2 thereof, June 20, 1955. 

These Army regulations prescribe the basic policies and standards 
relative to accounting and reporting of real property, capital equip- 
ment, and other nonexpendable supplies on a monetary as well as a 
quantitative basis. 


SECTION C. DEPARTMENT OF THE NAVY 


Monetary accounting for all assets has been in effect since 1908. 
A major step was taken by the Navy in refining its supply accounting 
and management procedures in August 1953 with the publication of 
an instruction by the Bureau of Supplies and Accounts on the pro- 
—_ for the improvement of inventory management. This has now 
een superseded by two revised, separate instructions—one on strati- 
fication, dated June 11, 1954, and the other on fractionation, dated 
August 25, 1954. The stratification instruction covers the material 
in the previously cited Department of Defense Directive-Instructions 
4140.1 to 4140.5, acthalaily instruction 4140.4 which deals with 
levels of supply. The fractionation instruction sets up a system for 
ifying inventories according to similar demand characteristics, 
i. @., simian turnover rates. A series of Secretary of Navy instruc- 
tions were issued from September to December 1954 implementing 
Department of Defense directive-instructions series 4140.1 to 4140.5, 
making them applicable to all bureaus and the Marine Corps. 

A reporting series has been instituted to permit an evaluation of 
progress being achieved in this program in the transfer of inventory 
responsibility for repair parts from the Navy technical bureaus to the 
supply-demand control points. This program encompasses the bulk of 
repair parts and common-use stock material. It contemplates con- 
tinuing inventory control of the more expensive and technically com- 


equipment items and components by the respective technical 
ureaus. 
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A more comprehensive financial inventory control report was tested 
and will be adopted for use by all reporting activities ee 
July 1, 1955. This expanded financial report will provide addition 
detail covering standard price gains and nag material returned to 
store as well as transfers between inventory managers, condition of 
material, and codes and categories of material. 

Reporting to provide inventory managers with pertinent dollar data 
relative to inventories and inventory transactions has been increased 
in frequency from quarterly to monthly to improve the timeliness of 
inventory control. 

Inventory managers have been provided with specific guidelines for 
determining and maintaining maximum authorized stock levels of 
peacetime operating stocks in terms of individual categories of mate- 
rial. The categories included cover all inventories in the Navy stock 
fund during fiscal year 1955. 

An inventory management and improvement program has been 
initiated. It is designed to enable inventory managers to perform a 
continuous analysis of their inventories in terms of purpose for which 
the material is posted (i. e., current operating stock, mobilization 
reserve, economic reserve, or foreign military aid) as well as in terms of 
usage rates (i. e., fast-moving items, moderately fast-moving items, 
slow-moving items, insurance items, supply support items, or other 
groupings). 5 fs pire 

The Navy issued two directives in May and December 1954, to 
implement Niscrtmias of Defense Instruction 4165.14 prescribing 


complete new inventories for all real property. 
For many years, the Navy has had monetary accounting for all 
inventories in its worldwide stock fund, except for stocks aboard ships 


and at small bases. It covers approximately 250,000 different kinds 
of supply items with a value of about $1.6 billion. During fiscal year 
1956 it is estimated that an additional $37 million representing chiefly 
eporcbreces purchases account material under the mventory control 
of established Navy stock-fund project managers, will be transferred 
to the Navy stock fund. 

The Navy plans to add to the stock fund during fiscal year 1957 the 
following categories with an estimated aggregate July 1, 1956, in- 
ventory value of more than three-quarters of a billion dollars, (a) 
photographic material, (6) ships parts, (c) electronic parts, (d) sub- 
marine parts, and (e) automotive parts. 

Marine Corps 


The Marine Corps has had monetary property accounting for all 
materiel in the supply system for many years. These monetary con- 
trols extend to the supply centers, bases, and Marine Corps School 
which are the principal storage activities of the Marine Corps and 
include virtually all supply materiel. The Marine Corps started 
installation of a stock fund in 1953. 

There are approximately 90,000 consumable-type items in the 
Marine Corps stock fund with a value of approximately $376 million. 


SECTION D. DEPARTMENT OF THE AIR FORCE 


The Air Force has installed er ease accounting in all its depots 
in the United States and all bases throughout the world and is installing 
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it at present in depots in the European Command. Installation in the 
Far East Command was completed on July 1, 1955. The Air Force 
started monetary accounting for property in 1953. 

The Air Force is taking steps to improve its accounting system so 
as to have control data on inventories of supplies, aircraft, equipment 
in use, and equipment in stock as well as information on the acquisi- 
tion, movement, and disposition of such property and other resources 
for which the Air Force is accountable. 

Inventory management in the Air Force under Department of 
Defense Directive 4140.1 and Instructions 4140.2 to 4140.5 has been 
implemented by issuance of Air Force regulations. 

The major innovation in Air Force inventory management is the 
cost categorization program. This program evolved from recognition 
of the relationship of items to dollar mvestment in inventory. Studies 
revealed that approximately 3 percent of the items in the Air Force 
inventory represented approximately 45 percent of the dollar invest- 
ment whereas 75 percent of the item represented only 15 percent of 
the dollar investment. To facilitate control commensurate with 
investment, all items were placed in one of three cost categories. 

Category I items (high value) consist of items which represent a 
considerable portion of dollars for spares being expended to support 
Air Force programs and selected for control and svecial handling. 
Lists of high-value items are published in Air Force Technical Orders 
00-35F series. Such items are normally selected not only on the 
basis of their unit cost, but on their total dollar value (unit cost 
multiplied by quantity). A quarterly report is required on all 
category I items. 

Category IT items consist of all Army technical service items regard- 
less of unit cost, and those Air Force items costing $10 or more which 
have not been selected for inclusion in category I (high value). Cate- 
gory II items are reported on a quarterly basis. 

Category III items (low value) consist of items having a unit cost 
of $9.99 or less. ‘These items are reported on an annual basis and are 
subject to less stringent controls than those contained in categories I 
and IT. 

To implement the Department of Defense real property inventory 
instruction, the Air Force has published three regulations: (1) Real- 
estate reporting procedures; (2) installation control procedures; and 
(3) acquisition of real estate. 

The Air Force as of June 30, 1955, has established stock-fund di- 
visions for clothing, aviations fuels, and medical and dental stocks. 
As of July 1, 1955, stock-fund divisions were established for commis- 
sary stocks, cadet stores, at the Air Force Academy, and selected items 
of general supplies. These three new stock-fund divisions will add 
subs:antial inventories and values to the Air Force stock fund. While 
activation of the general supplies division will be inaugurated in fiscal 
year 1956, only inventories at Zone of Interior depots will initially be 
capitalized. Extension of activities under this division to include ad- 
ditional items of supply and stocks at oversea depots and worldwide 
Air Force bases is planned. There is, however, no firm basis on which 
to estimate at this time the dates for extensions or the value of inven- 
tories which will be included in the stock fund as a result of such an 
extension. 





Wortpwipve Recapirutation or Cost or U. S. GoveRNMENT 
REALTY AS OF JUNE 30, 1955 





Cost 





Gutaise United 


Total, world- 
id 





Federally owned real property included in overall 
report: 
Civilian executive agencies, im; and estab- 
ishments_. : 
Department of Defense: 
Civil functions, Corps of Engineers - - 
Military functions: 
Department of the Army. _.....-...- 
Department of the Navy (including 
Marine Corps). 
Department of the Air Force 


Total cost of real ape in overall 
report... 





eee * weaned heed the Architect of the | 
pito! 


$12, 376, 080, 000 
3, 177, 971, 000 | 


} 


6, 655, 189,000 | 


6, 229, 027, 000 
4, 034, 854, 000 





32, 473, 121, 000 


1, 050, 433, 000 
1, 229, 163, 000 
1, 951, 491, 000 


5, 538, 393, 000 


$13, 676, 505, 000 
3, 184, 852, 000 
7, 705, 622, 000 
7, 458, 190, 000 
5, 986, 345, 000 


38, 011, 514, 000 








111, 709, 658 | 


111, 709, 658 








Investments in Allied areas not included in ovetal report (excluding ‘the Department 


of Defense): 
Construction in progress. - 
Leasehold improvements ; 
Real-estate collateral acquired .- 


Total investments in Allied areas 


Total worldwide cost of U. 8. Government realty 





1, 273, 306, 000 
19, 118. 000 
113, 650, 000 


| 1, 406.074. 000 


39, 52 529, 297, 658 








Reauty Inventory, Exscutive AGgencigs, Orrices AND Esras- 
LISHMENTS OF THE U. S. GoveRNMENT, INCLUDING THE DeEPaART- 
MENT OF DeFEeNSE IN CONTINENTAL UNITED STATES, AS OF 
June 30, 1955 


Civilian executive agencies, offices and establishments $12, 376, 080, 000 
Department of Defense: 
Civil functions, Corps of Engineers 3, 177, 971, 000 
Military functions: 
Department of the Army 6, 655, 189, 000 
Department of the Navy (including Marine Corps)_. _6, 229, 027, 000 
Department of the Air Force 4, 034, 854, 000 





32, 473, 121, 000 











INVENTORY REPORT 


ON 


FEDERAL REAL PROPERTY IN THE 
UNITED STATES AS OF JUNE 30, 1955 


PREPARED BY 


GENERAL SERVICES ADMINISTRATION 




















REPORT ON FEDERAL REAL PROPERTY 







INTRODUCTION 








AUTHORITY FOR AND OBJECTIVES OF THE REPORT ON INVENTORY 
OF FEDERAL REAL PROPERTY ) 
A. Authority 
The General Services Administration, pursuant to the request of 
the committee, has prepared and submitted this inventory report 
on Federal real property in the United States, as of June 30, 1955. 
This report covers 11,777 installation reports submitted by 22 Federal 
agencies showing total acquisition cost of land, buildings, structures 
and facilities of $32.5 billion. 
Procedures have been developed for the maintenance of the real 
property inventory on a current basis. In this connection, the Gen- 
eral Services Administration has collaborated with the General 
Accounting Office to assure that sound and generally accepted account- 
ing practices are followed by all Government agencies in the mainte- 
nance of real property accounts and in the reporting of inventory Mt 
figures developed from such accounts. 


b. Objectives 

(a) Facilitate disposal of surplus property and thereby increase 
revenue of the Government, as well as decrease maintenance and 
realty costs; 

(6) Restore property to private ownership and thus increase the 
opportunity for its productive use, especially as a source of employ- 
ment; 

(c) Return such properties to the tax rolls of State and local govern- 
ments; 

(d) Effect economies in acquisitions, by purchase or lease, and in 
construction and operation; 

(e) Facilitate the preparation of budgets by individual agencies; 

(f) Assist in the intelligent evaluation and appraisal of budgetary 
requests; and 

(g) Achieve maximum control over and utilization of Federal real 
property. 





1. 

































2. SCOPE OF REPORT 4 
A. Coverage 1 

This inventory covers all land, buildings, and other structures and ' 
facilities, located within the continental limits of the United States, o 
title to which is vested in the United States or in wholly owned 
Government corporations. 

The report includes real property declared to be excess to the needs 
of the holding agency or surplus to the needs of the Federal Gov- 
ernment. 

No costs are shown in this report for public domain; lands reserved 
or withdrawn from public domain for national parks, national forests, 
and other conservation use; and for historical sites, where such sites 
have been acquired by methods other than by purchase. Acreage 
and usage for these lands are included. 
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For properties held in trust by the Federal Government, the 
report includes only information with respect to the acreage and 
number of buildings. 

The report excludes residential and farm properties acquired by 
the Federal Government through foreclosure incident to a lending 
operation or other Federal aid project. It also excludes property 
owned by the District of Columbia Government. 

Cost figures shown are the actual costs, where available, and 
estimated costs (as of date of acquisition) where actual costs are not 
available. 

Costs applicable to buildings include all capital improvements and 
such items as plumbing, elevators, heating and lighting fixtures, 
air-conditioning systems, etc., which are normally required for the 
functional use of a building. In addition, costs also include such 
items as safes, vaults, etc., which are built into the structure or are 
permanently affixed thereto. 

As part of the review of the individual reports, certain items were 
excluded as not being real property. For example: demountable and 
movable structures of various types, such as sheds and other tem- 
porary buildings, set up expressly for construction purposes. 

Also excluded from the report are machinery and processing equip- 
ment as well as furniture and special-use items, which were not con- 
sidered part of the realty reported. 

There are indicated below the 22 Federal agencies participating in 
the Federal real property inventory mere (excluding properties 
managed by the Architect of the Capitol) and the number of installa- 
tions reported by each: 


OU CG ag eed we eaenebebnnwoemiuacneu wees 3, 086 
Department of Defense (including Corps of Engineers civil functions)... 3, 015 
fT He ee eR oC NER t 7p en aGS Cae aaS Ree SNL MY ONSET S Re RAT ROR ene 1, 436 


General Services Administration................-...--..----1 lee 
Housing and Home Finance Agency... -.............--..-------.-.-- 745 
IN ig ic i oe en aia itiice we a Re now eekcona 481 
Commerce 


me ee ee ee ee ee me Ee ee ee ee ee ee ae ee ee ae ee ee eee 
ee ee 


eee eR Re RR RR RE RR HH OR RR RH OO OR RHO Oe eee 


OS DET CORI oi cen dacenseccddctocscnscmncdehiqnion 
International Boundary and Water Commission (United States and 


BR Se Se ee roca ees adder ue cloe cecan cs 22 
Federal Communications Commission....................-.--------- 12 
National Capital Housing Authority. _...-..........-.........-.---- 9 


United States Information Agency.........................----4-ee 5 
National Advisory Committee for Aeronautics. ................-----. 5 
Sunitientin Tebittbies. ols SLU. i a Shea. 4 
Cortsel- Tntetiinnnes Agenot ics tec cuit eeu ee. oe 2 
Farm Credit Administration 2 
Government Printing Office 


eee ee ee ee 


Se ee eee eee ee ee 


Excluded from the above tabulation are 88 properties held in 
trust by the following agencies: 


Department of the Interior: 
Dn ee I ee ee Sdn ewe ac nes ae oe ae 84 
Dies Gr Meciamiaton . 6 oo ee ee eC 1 
Departament. of Aericultwte. 6026 bc. co ei a SRN oA ce 1 
Smithsonian Institution 2 







Se ee eee ee 


ee ee ee eee ere ee eee es et ee ee 
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An “installation” is a national] forest or park, military reservation, 
hydroelectric Project etc., which for purposes of this inventory is con- 
sidered an individual reporting entity, except for those installations 
located in more than one State. In the latter case, that part of the 
installation located in each State is the subject of a separate report. 

Each report includes all land, buildings, and other structures and 
facilities applicable to each installation. 

Similarly, a single office building, post office, etc., is considered an 
‘installation’ for reporting p , even though only 1 building, 
or 1 parcel of land, may be involved. 

Buildings, structures, and other facilities in process of construction 
are reported only if they were available for use as of June 30, 1955. 
Therefore, projects in process of construction but not yet available 
have not been included in the report. 

All data contained in this inventory report are based on information 
supplied to the General Services Administration by the participating 
agencies. 

8. GENERAL EVALUATION 


In reviewing this report, it is important that consideration be given 
to the following factors: 


A. Costs 


In accordance with the General Accounting Office Accounting Sys- 
tems Memorandum No. 32, real property is accounted for at cost. 
Estimated costs (preferably at date of acquisition) were used, when 
actual costs were not reasonably ascertainable. 

Properties contained in this report were acquired by various methods 
of acquisition over the life of the Federal Government. As a result 
of reorganizations, transfers of responsibility for various governmental 
functions, and other reasons, records relating to cost data were not 
always available. Therefore, it has been necessary in numerous 
instances to obtain estimates of costs. 

For purposes of this report, all properties have been reported at 
their actual or estimated cost without considering the factor of 
depreciation. Similarly, no attempt has been made in this report 
to give effect to economic changes in values. 


B. Acreage 


The information in the report relative to acreage is classified in two 
major ways: (1) by method of acquisition and (2) by type of usage. 
The report shows two major categories of methods of acquisition, 
namely: (a) public domain; and (6) other methods (e. g., purchase, 
donation, exchange, etc.). 

The usage classification is based on the present predominant usage. 
This does not necessarily mean that there is not more than one 
particular usage, since some of the land reported is used for multiple 
purposes. 

C. Classification of buildings 

For pu of this report, the predominant use of a building 
determined its classification. For example, all buildings used primar- 
ily for storage purposes are so classified, even though certain portions 
thereof may be used for other purposes. 


D. Classification of other structures and facilities 
The report attempts to limit the number of major classifications 
under this general heading. For example: included under the 
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classification of power development are: dams, powerhouses, trans- 
mission lines, etc. Included under the general classification of rail- 


roads are: tracks and bridges, tunnels, fuel, and water stations, serv- 
icing railroads. 


4. METHOD OF COMPILATION 


A. Development of GSA Circular No. 80 and Supplements No. 1 and No. 2 


GSA Circular No. 80 announced the real property inventory project, 
and supplement No. 1 thereto prescribed the report form and instruc- 
tions for the preparation of the initial inventory report as of December 
31, 1953. 

Supplement No. 2 to GSA Circular No. 80 (see appendix 1) was 
issued June 27, 1955, to (a) provide for the maintenance of the inven- 
tory of Federal real property on a current basis, and (6) prescribe 
report forms with detailed instructions to the agencies for the prepara- 
tion of inventory reports as of June 30, 1955, and as of the end of each 
fiscal year thereafter. 

Supplement No. 2 was developed after consultations with the staff 
of the committee and representatives of the General Accounting Office 
and the principal real property holding agencies. 

This supplement provides for the submission of an inventory report 
on GSA Form 1166 for (a) newly acquired installations and (6) each 
installation previously reported to which increases or decreases of 
$1,000 or over occurred since the submission of the previous report. 
No reports were required for installations with no changes. This 
was done to minimize the work required to keep the inventory current. 

The fullest cooperation was received from all participating agencies 
in meeting the deadlines established for submitting the necessary 
reports to bring the inventory up to date. 


B. Processing by GSA 


The puncheard method, selected last year after careful study, was 
used for preparing the report. This method has the advantage of 
obtaining various types of information through mechanical sorting, 
processing, and tabulating. The summary information contained in 
this report was made possible because of the flexibility of mechanically 
obtaining the various types of summaries by State, agency, and usage 
categories. 

Upon receipt of the reports by the General Services Administration, 
each report was reviewed for conformance with reporting instructions. 
As a result, many adjustments were recommended to and accepted 
by the participating agencies. 

The Department of Defense was an exception to the above proce- 
dure. The General Services Administration made available to the 
Department of Defense, in blank, the prescribed puncheards. In 
coordination with the Department of Defense, a system of coding and 
processing was developed and the Department of Defense submitted, 
in lieu of individual forms 1166, punched cards with detailed tabula- 
tions. 

Detailed electric accounting machine tabular listings of the data 
reported by the agencies on GSA form 1166 were prepared for each 
agency, arranged by: bureau, State, and city. ese listings were 


submitted to the agencies for review and changes were made therein, 
as required. 
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5. DISTRIBUTION OF LISTINGS 


Copies of the detailed tabular listings have been furnished to the 
Senate and House Committees on Appropriations and Government 
Operations, to each participating agency, to the Bureau of the Budget 
and to the General Accounting Office. 

Similar listings of the detailed installation data are being prepared, 

uping the data reported on GSA form 1166 by State and city. 

e same distribution will be made of these State listings as that made 
for the agency listings. 

6. ACCURACY OF DATA 


To assure maximum accuracy, the agency reports were carefully 
reviewed for completeness and for conformance with instructions con- 
tained in GSA Circular 80, supplement No. 2, dated June 27, 1955. 
Questionable items were discussed with representatives of the agencies 
concerned. 

The detailed electrical accounting machine tabulations, which 
support the tables appearing in this report, were submitted to the 
respective agencies for review and certification as to their completeness 
and accuracy. 

In some cases, records on Federal real properties, acquired many 
years ago, are incomplete, or not available. For this and other factors 
it is recognized that a report of this magnitude will undoubtedly con- 
tain some inaccuracies. 

Many of the differences between this inventory and the previous 
one of December 31, 1953, are attributable to the refinement of the 
real property data by the agencies. 

Although considerable progress has been made during the past year 


in improving real edgy 2a y records throughout the Government much 


work remains to be done. The General Accounting Office, as part 
of its governmentwide responsibilities, is continually striving to 
improve agency accounting and reporting practices in this area. 


ANALYSES OF Data on FEDERALLY OwNED REAL PROPERTY IN THE 
Unitep STatTEes 


7. SUMMARY OF FEDERAL REAL PROPERTY IN THE UNITED STATES 
(SEE CHARTS 1 AND 2 AND APPENDIX 2, TABLE 1) 


This report covers the real property holdings of 22 Federal agencies 
and wholly owned Government corporations as of June 30, 1955. 
The following tabulation shows pertinent summary information on 
data contained in this report, as compared with corresponding data 
of the previous inventory report as of December 31, 1953. 





Number 


June 30, | Dec. 31, | Net | June 30, | Dec. 31, | Net 
1955 | 1953 jchange; 1955 | 1953 | change 


Cost (in millions) 








Number of installations____._. 
Land: 

Acres (in millions) 

Cost 


Buildings: } 
Floor area (squar? feet in millions) aS PE Neat dy a 
14, 406 +69 
13, 615 | +-2, 014 
30, 241 | +2, 232 








properties: 
Number of installations 
Land (acres in millions) 
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COST OF FEDERAL REAL PROPERTY 


AS OF JUNE 30, 1955 
Billion Dollars 


OTAL $32.5 = 100.0% 


STRUCTURES 


tof 
Uf yy roo 
(7, ex 


WY ty Wis 
“tf Yy Yj YY 


Cuart 1, 


The real property in the United States, owned by the Federal 
Government as of June 30, 1955, consisted of 11,777 installations, 
costing $32.5 billion. This total cost is comprised of (a) $2.4 billion, 
or 7.4 percent, for land; (6) $14.5 billion, or 44.6 percent, for buildings; 
and (c) $15.6 billion, or 48.0 percent, for structures and other facilities. 
(See appendix 2, table 1.) 

The above figures do not include costs for (a) public domain; (6) 
lands withdrawn from public domain for national parks, forests, and 
other conservation uses; (c) historical sites procured other than by 
purchase; and (d) trust properties. 

Of the total cost of $32.5 billion, $20.1 billion, or 61.9 percent, 
represents holdings of the Department of Defense. The balance of 
$12.4 billion, or 38.1 percent, represents holdings of all other agencies 
of the Government. 

The land owned by the Federal Government as of June 30, 1955, 
amounted to 408 million acres (see chart 2, and appendix 2, tables 
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FEDERAL LAND ACREAGE BY 
METHODS OF ACQUISITION 


AS OF JUNE 30, 1955 
Million Acres 


TOTAL 407.9 = 100% 


PUBLIC DOMAIN 
357.2 (87. 6%) 


Cuart 2. 


3 and 4). This is approximately equal to the area of all the States 
east of the Mississippi River, except for Wisconsin, Georgia, Michigan, 
and North Carolina. The total of 408 million acres is comprised of 
357 million acres (or 87.6 percent) of public-domain lands. The 
remaining 51 million acres (or 12.4 percent) were acquired by pur- 
chase, donation, and other methods. 

In addition to the above, 55 million acres, consisting principally 
of Indian reservations, are held in trust by the Federal Government. 


8. SUMMARY OF MAJOR CHANGES IN FEDERALLY OWNED REAL PROPERTY 
IN THE UNITED STATES FROM DECEMBER 31, 1953, TO JUNE 30, 1955 
(SEE APPENDIX 2, TABLE 2) 


The initial inventory re (as of December 31, 1953) issued in 
April 1955, was a tremendous undertaking. This report could not 
have been prepared without the splendid cooperation and Herculean 
efforts of all participating agencies. 











82 REAL AND PERSONAL PROPERTY INVENTORY REPORT 






In many cases, records on properties acquired decades and genera- 

tions ago were incomplete or missing. It was thus recognized that 

oe work would be required to refine the real property inventory 
ata. 

Less than a year has elapsed since the release of the initial inventory 
report. During this interval the real property holding agencies have 
been working diligently to improve their real property records and to 
refine the data previously reported. Although considerable progress 
has been made during the past year in improving the real property 
records, it is recognized that much work remains to be done. 

The results of these efforts are reflected in this report. The in- 
creases shown in the following tables are principally attributable to 
the refinement of inventory data, rather than to new acquisitions or 
capital improvements to existing facilities. 

An overall summary showing a comparison of inventory data as of 
June 30, 1955, and as of December 31, 1953, follows: 

































































Description June 30, 1955 | Dee, 31, 1953 | Net change 
Te, GOOG Tt TATOOS) «no ow nnn ca sp ca penne <assne 407.9 405. 1 +2.8 
Buildings, floor area (square feet in millions) _....... osiuw 2, 196. 3 2, 197.1 -.8 

Cost {in millions): Same: en mire eee 
NS BEERS oe a ee ee gg $2, 369 $2, 220 +$149 
Buildings_._..- ikatale SP GE A ES es I 14, 475 14, 406 +69 
Beveetures ae Mecllitios........5 oo ek cs cine cc sce. 15, 629 13, 615 +2, 014 
Total cost_.... 32, 473 | 30, 241 +2, 232 








It will be noted that the net changes in acreage and square feet are 
relatively small, whereas, the total cost of real property increased 
$2,232 million, or 7.4 percent over the prior inventory. 

The following tabulation shows the agencies accounting for the 


major increases and decreases in real property costs between the two 
inventory reports: 








| Total costs (in millions) 
i Percent of 
total 


Net change change 





Agency 
June 30, Dee. 31, 
1955 1953 








Major increases: j 













































; 

} 
Defense . . : $20, 097 $18, 804 | $1, 293 57.9 
Atomic Energy Commission... ‘ bade 2, 705 1, 844 861 38.6 
Tennessee Valley Authority.__. 7 1,384 1, 149 235 10. 5 
Interior _..- é Sept Se niet 3, 433 3, 256 177 7.9 
National Advisory Committee for Aeronautics... - 220 129 91 4.1 

Major decreases’ 

Housing and Home Finance. _-_.. 2 } 547 948 —401 —17.9 
General Services Administration ._. Conn aaken 1, 137 1, 299 — 162 —7.3 
Subtotal... ; buck seubomhent eam § 29, 523 27, 429 2, 004 93. 8 
Other agencies (15) ......- g PM Pee ee 2, 950 2, 812 138 6.2 
PENI Sik 25 ES ere h hi sn hdd oh 32, 473 30, 241 2, 232 100.0 














Two agencies, namely the Department of Defense and the Atomic 
i Energy Coirimniseien account for the major portion of the increased 
costs. 

In the case of the Department of Defense the increase is due prin- 
cipally to the improved real property inventory system installed 
during the past year by the military services under the guidance of the 
Office of the Secretary of Defense. The intitial inventory was sub- 


mitted with the realization that there may have been some inaccuracies 
and omissions. 
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Of the $1,293 million increase for the Department of Defense, $840 
million covers installations not included m the previous inventory 
report. oe of new properties account for $94 million. 
Dis s of complete installations account for a decrease of $14 

illion. The remainder of the increase, $373 million, is due to a com- 
bination of (a) refinements of data and (6) capital improvements and 
additions to existing land, buildings and structures and facilities, and 
(c) partial transfers and disposals. Inasmuch as these factors are 
commingled in complete revised reports submitted for these installa- 
tions, the several elements cannot be segregated. 

The Atomic Energy Commission’s increase in costs of $861 million 
is principally due to the completion of production facilities in progress 
as of December 31, 1953, the date pl the previous inventory. Ap- 
proximately two-thirds of this increase is in bias installations, namely 
Oak Ridge, Tenn.; Paducah, Ky.; and Savannah River, S. C. 

The Tennessee Valley Authority’s increase in costs of $235 million 
is primarily attributable to the completion of powerplants. 

he Department of the Interior shows an increase of $177 million 
in costs. The Bureau of Reclamation accounts for $100 million, or 
57 percent, of this increase. This is due to the continuing construction 
of various reclamation projects. Bonneville Power Administration 
accounts for $46 million, or 26 percent, of the increase, principally due 
to the completion of additional power-marketing facilities (high- 
tension powerlines, substations, etc.). 

The National Advisory Committee for Aeronautics’ increase of $91 
million is accounted for by the completion of certain construction 
work for research facilities at its aeronautical laboratories. 

There were also some agencies showing major decreases in cost. 
The Housing and  Sonailig, sete Agency had a decrease of $401 
million largely due to the disposal of approximately 300 war housing 
projects of the Public Housing Administration, Since most of such 
projects were sold to nongovernmental parties, these properties were 
restored to the tax rolls of State and local governments. 

The General Services Administration also had a decrease in the 
overall cost of its real properties amounting to $162 million. This is 
principally due to increased emphasis on the disposal of properties not 
essential to the needs of the Federal Government and maximum 
utilization of current properties by transfer to other Federal agencies. 
New acquisitions were kept to a minimum by a careful screening and 
utilization of existing properties. 

The remaining 15 real property holding agencies account for $138 
million, or 6.2 percent of the increased costs since December 31, 1953. 
The Department of Agriculture accounted for $84 million and the 
Veterans’ Administration accounted for $79 million of this increase. 
This was offset by decrease of $79 million in real property costs of the 
Treasury Department. This decrease was principally due to the 
disposal of 24 synthetic rubber plants, costing approximately $110 
million. These plants were under the Reconstruction Finance 
Corporation, which was transferred to the Treasury Department as 
of June 30, 1954. This decrease was offset by an increase of approxi- 
mately $32 million for the Coast Guard, principally due to the aetna 


of navigational aids, previously omitted, and other refinements to 
data reported in the initial inventory. 

Among the remaining agencies, the Panama Canal Company 
disposed of a cement storage facility which was the only real property 
it owned in the United States. 
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The above text endeavors to present some of the highlights of the 
major differences in real property inventory costs between the initial 
inventory of December 31, 1953, and this inventory of June 30, 1955. 
It must be recognized that there are many offsetting factors reflected 
within such differences. In some cases, the changes are principally 
due to a refinement of inventory data since the previous inventory 
report. For further information on inventory increases and decreases 
see appendix 2, table 2. 


9._ LAND ACREAGE IN THE UNITED STATES, BY STATE AND PERCENT 


OWNED BY THE FEDERAL GOVERNMENT (SEE CHARTS 8 AND 4 AND 
APPENDIX 2, TABLE 8) 


The total land area of the continental United States is 1,903.8 
million acres, of which 407.9 million acres are federally owned land, 
or 21.4 percent, of the total. 

The Federal Government owns land in every State, ranging from 
approximately 6,000 acres in Connecticut to over 61 million acres in 
Nevada. In addition, there are approximately 12,000 acres of federally 
owned land in the District of Columbia. 

The following tabulation shows Federal land acreage and the percent 
of the total of federally owned land, by geographical groupings of States: 





Federally owned land 


Number 
of States 





State groupings 





Acres (in Percent of 
millions) total 








an | Wesneeis Weebl ii beh ees ee bie os haa 364.8 89.4 
16 | South Atlantic, South Central States, and District of Columbia_. 24.7 6.1 
21 | Northeastern and North Central States._.................-.... a 18.4 4.5 
| 
Sorin ck when deb bbcek cba neewntsbwecusuksnsacobhenkame 407.9 100.0 














The Federal land in the 11 Western States, in addition to comprising 
89.4 percent of the total of federally owned land in the United States, 
also constitutes substantial portions of the total land area of each of 
these States. These lands are principally public domain lands used for 
national forests, national parks, grazing and other conservation purposes. 

The following tabulation shows the Federal land acreage in selected 
States, compared with the total land area in each State, and the per- 
centage of Federal ownership: 





Acres. (in millions) 




















Federally 
owned 
Western States: 

ETERS eS CRS PAE TEE A Mp Oe Le Ee anes We = 61.2 70.3 87.1 
ti pas i shies desilipaiops ened ach teeing a so iclaiaanecuaaieel 37.0 52.7 70. 2 
WE cts anaes oe Slants. heavens cca ee mma annae 34.5 53.0 65. 2 
RETEST E Se Sage ee Meee ke fh Tyee er et 31.6 61.6 51.3 
We NE sd ncatansinnevncsnuciicnsgmens badiktikis bani Meee 29.9 62.4 47.8 
TIER CREE Ce RS RRA Pa BS FACE 47.2 100.3 47.0 
Riis cape oaaieseiiiaiioned wiginsnebicouithes ub idk bib Wecnieiaaiileinabebae 32.3 72.7 44.5 
SRE ita a SES Sie ii RNAS RES BIAS a ibe 24.1 66.5 36.3 
PT MON is desks jovcnibicddndbeetadusadiapbeiemelue 26. 2 77.8 33.7 
Ww NESE E EOE OI ENE pie COL SPE ROE BEE SR Ee 12.8 42.7 29.9 
I so ob issn tn dddtcdacdiaweuccigiincicielidewndahdnuale 23.0 93.4 29.9 

Subtotal 11 Western States..........-........-...-..-.. 364.8 753. 4 48.4 

States and District of Columbia................-..-...- 43.1 1, 150.4 3.7 

Total 407.9 1, 903.8 21.4 
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For further details see appendix 2, table 3, which shows the acreage 
owned by the Federal Government as compared with the total land 
area in each State, and the percentage of land in each State owned by 
the Federal Government. 

Chart 3 — in graphic form, a map of the United States ) 
indicating the percentage of federally owned land for each State. 
Chart 4 shows the acreage of federally owned land in various States. 
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10. NUMBER OF FEDERAL INSTALLATIONS AND THEIR COST, BY STATE 
(SEE APPENDIX 2, TABLE 5) 


The Federal Government has 11,777 installations (see definition of 
“installation” in sec. 2A, above), ranging from 59 in Vermont to 903 
in California. The following tabulation shows the number of Federal 
installations for selected States: 
















| ner ee 

) stellations stallations 

, NORE. 6... ss dada 903 | New Jersey__.--.-------- cd 275 
Ob SESE. GAGE S * 679 | Tennessee. --...-.------.- :, 254 
WE. wc wdcccuwenaeneeee S45) mearymd. ............--..- 246 
NO i cin «sine aecshe abe SS oma apie peas 241 
Pennsylvania... ....-.-..---- 483 | North Carolina. ____-...----- 239 
Washington. . . ... .<uehen ses 468 | Georgia. -.....___....------ 232 
bE eames see SR ee | 433 | District of Columbia ___- - - - -- 231 
TON oak GEESE Ca os 52 394 —_—— 
I io aieue sass el hab wasn 375 | EEE ane to 7, 401 
Massachusetts. ......-.-..-- 317| Other States_............... 4,376 
Wicca Sain a Keka paces 301 ——— 
Wena oo to 280 TORR cation wes es 11, 777 








The cost of this Federal property (covering land, buildings, and 
structures and facilities) ranges from approximately $23 million in 
Vermont to $3,791 million in California. 

The following tabulation shows the cost of Federal property in 
selected States, arranged in order of magnitude and the percentage 
of such costs to the total cost of all Federal property in the United 
States: 









































Cost (in Percent of Cost (in | Percent of 

State millions) | total cost State millions) | total cost 
COU ii, 5 os odin $3, 791 11,7 || Alabama. ...............- $735 2.3 : 
Washington.._..........- 2, 246 6.9 || New Jersey.......-....... 684 2.1 ; 
Tennessee... ............- 1, 945 6.0 || South Carolina........... 679 2.1 ¥S 
, ESS 1, 542 47 || New Mexico._........._-- 666 2.0 
LSPs 1, 511 4.7 || District of Columbia. ._._- 665 2.0 
eo (CE: 1,349 4S 1 FIG oa ccs e-....... 655 2.0 H 
Pennsylvania... ate 1,092 3.4 ; 
I ane dibietiailindh teabinas 1, 041 3.2 Subtotal... ....._.. 22, 212 68.4 $3 
ROMROORY... .naadawiedice 975 3.0 || Other States.............. 10, 261 31.6 
REE 2 ae 965 3.0 
Maryland. . .iiieecccnes 873 2.7 Petal... ............ 32, 473 100.0 
Saas OF 798 2.4 






















For further details see appendix 2, table 5, which provides a listing 
of (a) the number of installations, (6) the acres of urban and rural 
land, (c) the number of buildings, and (d) the cost of land, buildings i 
and structures and facilities for all States and the District of Columbia. : 
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FEDERAL LAND AREA 
IN VARIOUS STATES 


AS OF JUNE 30, 1955 
Million Acres 


Nevada 
California 
Utah 

Idaho 
Arizona 
Oregon 
Wyoming 
Montana 
New Mexico 
Colorado 
Washington 
Florida 
Arkansas 
Minnesota 
South Dakota 
Michigan 
Texas 
Virginia 
Georgia 
North Dakota 
North Carolina 








Wisconsin 
Tennessee 
Missouri 
Mississippi 
All Other 
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11. NUMBER OF FEDERAL INSTALLATIONS AND COST, BY AGENCY (SEE 
CHART 5, AND APPENDIX 2, TABLE 6) 


The Federal Government owns a total of 11,777 installations, rang- 
ing from only 1 for the Government Printing Office to 3,086 for the 
Post Office Department. The following tabulation shows those 
agencies having the greatest number of Federal installations: 


Number of 
Agency nstallations Agency installations 


Tennessee Valley Authority ____ 152 
Health, Education, and Welfare 115 
RE A Se Miia eee 95 
Atomic Energy Commission _ - - 75 
General Services Administra- — 
ae Seaman > Ss fF) 
Housing and Home Finance - - - Other agencies 62 
Agriculture —_—— 
Commerce 11, 777 
Veterans’ Administration 





The total cost of these Federal installations amounted to $32.5 
billion, ranging from $209,000 covering the 2 installations of the Farm 
Credit Administration to over $20 billion for the 3,015 installations 
of the Department of Defense. The latter agency owns well over 
half (61.9 percent) of all Federal real property on a cost basis. 

The following tabulation shows a distribution of the costs of Federal 
real property, by agency, and the percent of total cost: 





Cost (in millions) 





| i Percent of 
Structures | total cost 
| Buildings | and facili | Total 
} ties | 


Agency 





$9, 511 
Interior 


Atomic Energy Commission 

Tennessee Valley Authority 

General Services Administration 

Veterans’ Administration 

Agriculture 
Housing and Home Finance Agency...-.-.. 
Post Office 

National Advisory Committee for Aecro- 





Treasury 
Commerce 
Health, Education, and Welfare 








oN ELON ESF at. 14, 408 15, 576 
Other agencies 32 67 | 53 





152 
} 


| 14,475 | 15, 629 32, 478 
} 











For further details see appendix 2, table 6, which shows (a) the num- 
ber of installations, (6) the acres of urban and rural land, (c) the num- 
ber of buildings, and (d) the cost of land, buildings, and structures and 
facilities for each Federal agency and bureau thereof. Also, see chart 
5, which shows, in graphic form, the cost of real property for the major 
real property holding agencies. 
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COST OF FEDERAL REAL 
PROPERTY BY AGENCY 





AS OF JUNE 30, 1955 
Million Dollars 


Defense 
Interior 


Atomic Energy 
Commission 


Tennessee Valley 
Authority 


General Services 
Administration 


Veterans 
Administration 


Agriculture 


Housing and Home 
Finance Agency 


Post Office 


National Advisory 
Comm. For 
Aeronautics 


Treasury 





Commerce 


Health, Education 
and Welfare 


Justice 


Int'l Boundary & 
Water Comm. 
(U.S. & Mexico) 


All Other Agencies 


Cuart 5, 


12, FEDERAL REAL PROPERTY, BY AGENCY AND STATE (SEE CHART 6, 
AND APPENDIX 2, TABLE 7) 


Of the total of 407.9 million acres of federally owned land, 379.4 


million acres, or 93.1 percent, are under the control of 2 agencies, 
namely, Interior and Agriculture. 
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LAND ACREAGE CONTROLLED 
BY. VARIOUS AGENCIES 


AS OF JUNE 30, 1955 
Million Acres 


DEFENSE 
25. 4 (6. 2%) 


ALL OTHER 
3.1 (0. 7%) 


g 
Yj; AGRICULTURE Uj 
Yj, '®".9 (41.2%) Gy 


INTERIOR 
7 211.5 (51. 9%) 
Yy 


Cc 


CuHartT 6 


The following tabulation shows the land acreage under the control 


of the principal Federal land-owning agencies and the percent of the 
total Federal land acreage: 





: Acres Percent of 
Agency (in millions) total 


























REAL AND PERSONAL PROPERTY INVENTORY REPORT 91 


Five agencies, namely Interior, Post Office, General Services Ad- 
ministration, Veterans’ Administration, and Department of Defense 
(Army), have real property in all the 48 States and the District of 
Columbia. The Navy, Air Force, and Corps of Engineers (Civil 
Functions) of the Bisavinend of Defense, and the Housing and Home 
Finance Agency, Agriculture, and Treasury Departments have real 
laevis in over 40 of the States and the Dastrict of Columbia. The 

llo tabulation shows the number of States (and the District of 
Columbia) i in which Federal agencies have real property: 





Number of States in which Federal 
real property is located 





48 "—s District of Columbia, 


of 
37 and District of Columbia. 
32 and District of Columbia. 


26. 
= and District of Columbia. 


‘Tennessee Valley er en ; 

by mo Boundary and Water Commission (United States and | 4. 
Mexico 

U. 8, Information Agency 4, 

National Advisory 3. 

Smithsonian Institution 2and District of Columbia. 

Central Intelligence Agency 2. 

Farm Credit Administration 2. 

National Capital Housing Authority | District of Columbia, 

Government Printing Office | Do. 








For further details see a ja 2, table 7, which presents a listing 


for each agency of its real property by State. This table contains 
data by agency and State on (a) number of installations, (6) acreage 
(urban and rural), (¢) number of buildings, and (d) cost of land, build- 
ings, and structures and facilities. Chart 6 shows the land acreage 
controlled by the principal Federal agencies. 


138. LAND ACREAGE, BY PREDOMINANT USAGE AND AGENCY (SEE CHARTS 
7 AND 8, AND APPENDIX 2, TABLE 8) 


The 407.9 million acres of federally owned land have been sub- 
divided into categories according to the predominant usage of each 
installation. (Indian and other “lands, held in trust by the Federal 
Government, are excluded. They are shown separately in appendix 
2, table 14.) Of these 407.9 million acres, 354 million acres, or 86.7 
percent of the total acreage, were used for forest and w ildlife, and for 
grazing purposes. The following tabulation shows Federal land acre- 











92 REAL AND PERSONAL PROPERTY INVENTORY REPORT 


age for the major land usage categories and the percent of the total 
acreage: 





































Acres (in 
Predominant land usage millions) Percent of total 
Preach Ai cra ecraads Aguchind ghaneedioteaim mrgeenacine acento mapmnaee 178.0 43.6 
Forest and wildlife... .........- 4 j 176.0 43.1 
Military (except airfields) _.. ‘ 17.9 4.4 
Parks and historic sites _._.. 14.9 3.7 
Reclamation and irrigation... 8.2 2.0 
Fiood control] and navigation... ....-..- 22 .2..-- 222 eee ee 4.4 11 
i remaGawacendidumesoupenhomnnt 399. 4 97.9 
SION SLAC se PRS RE RS RU OE ole ea ae Spe EA ER 2.5 6 
MINI os gas dG. DA cLa ep cncne ccgeibiakeenekeaniatnsdesersccbadnnue 2.3 .6 
Power development icp dian ni ao Midi lt ldplonedaiclis eg aitaiiah ana iataatowicuiik 2.0 5 
Other usages... ............. bein Nits G A tsk aetna cain LapiNea wieber lke nae oceus 1.7 4 
shins nS td bsg sh eels Siig icahigh akin lela op a lite eos a eee ial 407.9 100. 0 














An analysis of these major land usage categories shows that in 4 
of the 9 categories a single agency accounts for practically 100 percent 
of the total acreage for each category. 

This is illustrated in the following tabulation, which shows a break- 
down of the acreage, and percent of total acreage, by principal 
controlling agencies for each of the major land-usage categories: 
















Acres | Percent Acres | Percent 

Predominant land usage (in | of usage Predominant land usage (in jof usage 
and agency mil- cate- and agency mil- cate- 
lions) gory lions) | gory 











Grazing: Flood control and navigation: 
IE i cdc cniinndueesnedemnes 162.3 91.2 — Corps of Engineers 
Pen ee RIN ep aap 15.7 8&8 og RENN ae WE LAR Siete SS 3.6 81.8 
General Services Administra- Tennessee Valley Authority. - ce 15.9 
SE Ae ee (*) ® Other agencies (4) ..........-.. 1 








pcikimnwads ose nteddmas 178.0 
















Forest and Wildlife: Industrial: 
Agriculture_.........- He PAE 151.7 86.2 a Energy Commission_. 1.7 68.0 
IE itech windinitisindtinm cikgeie 24.3 Ste) | PMR i cckshcincdencasenan q 28.0 
———-—|=-=—emeene ij} § Other agencies (9)............ 40 










SES REO EO METI ONS 176.0 











Age shewnaneaicsaainmiin 17.9 \ ¢ 
Sgnataccatiers () Def eubtienbaheiwdenbachals 


SR EN erage 17.9 Bre St ee 


Parks and historic sites: 
ee RED pS! keene te is 9 100.0 inte development: 
Sea 1 rior TR RED ip ee oe Ee 


Lascwedepboasecceucsuine 14.9 WOVE Si inkann ci scieecacenes 


ilies 1 











































NI iid wig cone ees eles deohie 8.2 100.0 NE iid niin tdddséosne 2.0 100. 0 
International Boundary and 
Water Commission 
(United States and 
PE vicunsdpbcmeutacwon (i 


cnighdbamamiondiebroinan ws 8.2 






























1 Less than 0.1 million acres. 
? Less than 0.1 percent. 
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FEDERAL LAND ACREAGE 
BY PREDOMINANT USAGE 


AS OF JUNE 30, 1955 
Million Acres 


Grazing 


Forest and Wildlife 


Military (except 
Airfields) 


Parks and Historic 
Sites 


Reclamation and 
Irrigation 


Flood Control and 
Navigation 


Industrial 


Air Fields 


Power Development 





Other Land Usage 


CHART 7 
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COST OF FEDERAL LAND 
BY PREDOMINANT USAGE 








AS OF JUNE 30, 1955 
Million Dollars 


Flood control and — icant 
Navigation Bek noe : 


Military (except 
Airfields) 


Office Building 
Locations 


Power Development 


Industrial 


Airfields 


Forest and Wildlife 


Reclamation and 
Irrigation 


Parks and Historic 
Sites 


Institutional 


Storage 





Housing 


Grazing 


Harbor and Port 
Terminals 


Vacant Post Office 
Sites 


Vacant 


Agriculture 





Other Land Usage 


Cuart 8. 





Deducting public domain lands of 357.2 million acres from the total 
Federal land of 407.9 million acres, leaves a balance of 50.7 million 
acres outside of public domain, the cost of which is approximately 
$2,369 million. 

It should be borne in mind that all costs in this report for Federal 
land excludes any dollar valuation for public domain lands for which 
no costs are shown. 
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The following tabulation shows a breakdown of this cost by major 
een Ete usages and the percent of the total cost of Federal land 
or each usage category: 





Cost 


Predominant land usage (in mil- of Predominant land usage 
lions) 


5 





Flood control and navigation $677 
Military (except airfields) . ....... 353 
Office building locations 226 
Power development 185 
Industrial 170 
pO SERRE £7 RS SSS 156 
Forest and wildlife 127 


Subtotal 1, 804 








Bl eennesB 
—) eOnmeoon 























14. LAND ACREAGE BY PREDOMINANT USAGE AND STATE (SEE APPENDIX 2, 
TABLE 9) 


This section also deals with the land acreage for the principal Jand 
usage categories. Section 13, above, shows a breakdown of these 
categories by controlling agency, whereas this section shows the 
principal States in which they are located. 

As previously indicated 354.0 million acres (or 86.7 percent of the 
total federally owned land) were used for grazing and forest and 
wildlife purposes. 

The States in which these grazing and forest and wildlife lands are 
located are shown in the following tabulation: 





i | } } 
Predominant land usage Acres (in | Percent 1} Predominant land usage Acres (in| Percent 
and State | millions) | of total || and State 


i} 





Grazing: 
Nevada ee ee 
EN SIE SGN, 
Wyoming 
California . . 

New Mexico 

Arizona. 

Idaho 

Colorado os 
Montana. 25002. 455 
South Dakota _. 

North Dakota_. 


Idaho 


8 


|| Forest and wildlife—Con. 


~ 
_ 


ee 
pu 
wet CO ND de OS 

Pe 
se 


a 


a 
er 


Colorado... 
Arizona Li 
Washington ._.. 
New Mexico 
Wyoming. ....- 
Utah 


i} Montana 


} 
i 
| 


fo $2 


So mt = po PO So Or OS 


SO] OS | Mors SIO oo 


| fend teat bee faa 
| pe mm 90 90 Se Se Se Ge 
oo 


Spr eSSH 


inn COWL ONO @ 


Minnesota 
Arkansas. 
— i— Michigan 
Subtotal ._. Sui .3 | 99.6 | Wisconsin f 
Other States (13). .......-| : 4 ii Viren cc icentt bias 
PICKSAB. <.nc ences 


} wco~ss 


Pre ripe mons s 








Total 





- = | ere RE RES oe 
Forest and wildlife: 1 Other States (29) 

Oregon. _... 30.9 é | 

California . ¥ Patel eis i 


} 
' 


~ 
— D> 
ade Ueda 





cico SBOOCUanswWOOCNH WO 


a] 
Tz i] 
S| os 





Of the 17.9 million acres of Federal land used for military purposes 
(except airfields) 14.6 million acres, or 81.6 percent, are located in the 
11 Western States and 3.3 million acres, or 18.4 percent, are located 
in the other 37 States and the District of Columbia. 

Of the 14.9 million acres of Federal land used for parks and historical 
sites, 11.6 million acres, or 77.9 percent, are located in the 11 Western 
States. Florida contains 1.3 million acres, or 8.7 percent, and Texas 
0.7 million acres, or 4.7 percent, of the Federal lands used for parks 
and historical sites. The remaining 1.3 million acres, or 8.7 percent, 
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of Federal land used for these purposes are located in 28 other States 
and the District of Columbia. 

Federal land used for all other purposes comprises 21.1 million acres, 
or approximately 5.2 percent, of the total land acreage owned by the 
Federal Government. 

For further details see «gwen! § 2, table 9, which shows a distribu- 


tion of acreage and cost of Federal lands by predominant usage and 
by State. 


15. BUILDING AREA AND COST BY PREDOMINANT USAGE AND AGENCY 
(SEE CHART 9 AND APPENDIX 2, TABLE 10) 


There were 384,916 Federal buildings, costing $14.5 billion and 
containing a gross floor area of 2.2 billion square feet, as of June 30, 
1955. 

The following tabulation shows the floor area and cost of Federal 


buildings for the principal building usage categories and the percent 
of total cost for each category: 




















Square feet Cost (in Percent of 

Predominant usage (in millions) | millions) | total cost 
SE FENN eT TOE RP LEE TE EN OEE eT HORE ee eae Nigh 223.7 $3, 282 22.7 
IS AG RP MEL ACD AOS SERENE ER LT Pin ie ites tras INGE 588.1 2, 928 20. 2 
pe Se Lak ck ha dine wgbiniaspcomasancel Cara tnia eaten: 296. 7 1, 946 13.4 
Ge a Sa a acs grim abi asin de anole GAPE Be anni ala aULEIS 254. 2 1, 780 12.3 
POE LEIA ALE GOT OR DE RE 8 LAE RDS LINES OPED TORRE 500. 7 1, 768 12.2 
i eroepitals Sccbinenececnn emeucinnealbiiasatneednidhioe eGRdoek 115. 2 1, 086 7.5 
— paicidccahiiinmhnendannuen tb aAaeeeUaek natin caiiicas es 71.7 425 29 
I 5.3 32 0.2 
Other institutions sleds cedacn Seles bs patealeaacaeA debate ioe: ots ncs ys 14.3 0.6 
RCC ser Oe tee awe ED se oe ee eR Dee Te } 126. 4 1, 137 8.0 
_ ~ S i eRasstpmeaRG o Pe SRN TT SOS VOLE Ms 2, 196. 3 | 14, 475 100. 0 








An analysis of these major building usage categories shows that 3 or 
less agencies account for over 90 percent of the total building cost for 
each category. 

This is illustrated in the following tabulations, which show a break- 
down of (a) floor area, (6) cost, and (c) percent of total cost, by prin- 
cipal controlling agencies, for each of the major building usage 
categories. 


A. Industrial buildings 
Sixteen agencies reported a total cost of $3,282 million for industrial 
buildings, with 4 accounting for $3,168 million, or 96.5 percent of the 


total. The following tabulation shows the floor area, cost, and per- 
cent of total cost for the major agencies with industrial buildings: 
















Agency Square fee Cost Percent of 

(in millions) (in millions) total cost 
I Soi as = cise cena ccbae ded bhp abate debs bank 148.3 $1, 535 46.8 
Atomic Energy Commission. Seaeraticewe wien 44.6 1, 284 39.1 
National Advisory Committee for Aeronautics.............-.- 3.6 192 5.8 
General Services Administration... ...........-..-----.-.-+..- 11.8 157 48 
WRN Coc ndubakdencadavndinticivcndwsk gon bdvebostedtnes 3.9 37 11 
ee Baek i ad aced, al are 27 28 .9 
nee eee ids aWigmatensdopecek owes 3.9 25 .8 
Other equa CORES gos Sess Sap Shak a heh - Gat an bE 49 24 7 
TMs ck dascin dala ctds idbiead Spin inden talincged 223.7 3, 282 100.0 
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COST AND FLOOR AREA OF FEDERALLY OWNED 
BUILDINGS, BY PREDOMINANT USAGE 


AS OF JUNE 30. 1955 


FLOOR AREA PREDOMINANT COST OF BUILDINGS 
Million Sq. Ft. USAGE Million Dollars 


Industrial 


Housing 


Service 


Prisons & 
Other Inst. 


Other Uses 


Cuart 9 


Industrial buildings were generally considered as those specifically 
designed and used primarily for production, manufacturing, or de- 
velopmental purposes. Included in this category were buildings used 
for the production or manufacture of ammunition, aircraft, ships, 
vehicles, electronic equipment, chemicals, aluminum, magnesium, etc., 
as well as power or fuel producing facilities, such as steam, gas, and 

troleum refinery facilities. Also included in this category are 
aboratories and testing facilities used for industrial purposes, such 


a 


meee 


a 
REARING A ACU MRT 
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as properties held by the National Bureau of Standards and the 
Atomic Energy Commission. 


B. Housing 


Sixteen agencies reported a total cost of $2,928 million for housing, 
of which Defense and Housing and Home Finance Agency accounted 
for $2,584 million, or 88.3 percent of the total cost of federally owned 
buildings used for housing. The following tabulation shows the 
floor area, cost, and percent of total cost for the major agencies with 
buildings used for housing purposes: 
























Agency Square feet Cost Percent of 
, y (in millions) | (in millions) total cost 
















ON SB SSS SRR de ne PR eRe REO LN Le MIRE GE LRTI 8 ae 4 


















54.7 $2, 227 76.0 

Housing and Home Finance Ageney.-._..............-...-..-. 80.3 357 12.3 
Atomic Energy Commission. .................-.....-<...-..-. 17.7 157 5.4 
ERAS RR RS Ge TERE SI ig pete toe DAPOM ee A 12.1 71 2.4 
WRUNUINS DSNIIIOUEIONR Se cece eee ce 12.2 62 2.1 
ga AE t ERE SRSA MOR TAS BEE Dee IL.1 Ne | 1.8 
UR bois a akadcecduskcuskpo pnd iumidenningudsonnaad 588. 1 2,928 | 100.0 











| 
' 


For purposes of this report, all buildings used for dwelling purposes, 
such as apartment houses, single or row houses, and barracks, were 
classified in the “housing”’ group. This would include public housing, 
housing for military radi housing for institutional personnel, 
and housing built primarily for personnel in various agencies. 

C. Storage buildings 

Eighteen agencies reported a total cost of $1,768 million for storage 
buildings. Of this amount, Defense reported $1,592 million, or 90 
percent of the total cost for all storage buildings. The following 
tabulation shows the relative importance of the floor area, cost, and 
percent of total cost of storage buildings for the major agencies: 









































































Avene Square feet Cost Percent of 

Agency (in millions) | (in millions) | total cost 
DSS IESG Babee Mie Some ery eT ot NOS ONE uN Ce ee 459. 2 $1, 592 90. 0 
General Services Administration........... ware 14.2 64 3.6 
Atomic Energy Commission.............. at 4.0 34 1.9 
Veterans’ Administration... ,...o..0.<<c<.dhinsewcsbuncsbeactsind 6.2 22 1.3 
NII ela cle I acs tabs does neo eane SRE die eke onic oleae 6.4 19 11 
EST EE NOES ROTI ES: UPR aN SEE 4.3 13 ty 
REE sidan Saeaiumnaiiis 2.7 10 .6 
CR Wee C38) in cccncindienadiviesinatebiaktsausall 3.7 14 8 
ROR .ucccinisinn vod.mpe need einleatemaaeaazameal 500.7 1, 768 100. 0 








This category includes all buildings used for storage purposes, such 
as warehouses, ammunition storage, and cover sheds. Also included 
in this category were garages used primarily for storage of vehicles or 
materials. However, excluded from storage buildings were facilities, 
such as water reservoirs and oil storage tanks, which were reported 
under “Other structures and facilities.”’ 
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D. Service buildings 
A total cost of $1,946 million for service buildings was reported by 

17 agencies, with Defense and Atomic Energy Commission holdings 

comprising $1,819 million, or 93.5 percent of the total. The followin 

tabulation shows the relative importance of the floor area, cost, an 

percent of total cost of service buildings for the major agencies: 









Square feet Cost Percent of 
(in millions) | (in millions) | total cost 




















Pint cht thnccinmertibadh Sontnncnedsdbadassisascdpecebed 270.0 $1, 692 87.0 
Atomic Energy Commission................---.---.+----<---- 7.8 127 6.5 
VEE SE ciniinwcudcccceenevedntudecceusamaieks 5.1 41 2.1 
REESE EET 25 EERE a MS eo OE PERU Stren SE 5.5 23 1.2 
CR SIND CID cisiksid 6 Sik ntdiiwndendacninntl amcniedaonthes 8.3 63 3.2 

END ain hcliigre Raia Dpiee siptshedhaidcvains nce acho tinheqbeanmieiaed 296. 7 00.0 





1,046 | 1 



















Included under ‘‘Service buildings” were those used in connection 
with service activities, such as maintenance and repair shops, laundry 
and dry-cleaning plants, post exchanges, stores, garages (used 
primarily for vehicle maintenance and repair) and airport hangars. 
E. Office buildings 

A total cost of $1,780 million for office buildings was reported by 
17 agencies. Those held by General Services Administration, De- 
fense, and Post Office amounted to $1,644 million, or 92.3 percent of 
the total cost of all federally owned office buildings. The followin 
tabulation shows the relative importance of the floor area, cost, ool 
percent of total cost of office buildings for the principal agencies: 








Square feet Cost Percent of 


Agency (in millions) | (in millions) | total cost 






















General Services Administration... ....-- Pps Bots © uh 87.7 $690 38.7 
EN. sn cwecencib scene caminn dplamedtaede wibeiinataokaaaed 106. 3 580 32.6 
a ae 46.6 374 21.0 
Atomic Energy Commission.........................-..-..... 3.4 56 3.1 
Vetere” BGO i cine nae circ ntncuenscknncieneasada 3.6 2 1.1 
ee CE TED Snincicn a npscd ccnp annasspecrasnubuamudgenon 6.6 60 3.5 

bride phivvhinitnes oti bay wdbadnRinedatiih et aaa .2 1, 780 100.0 























Included in the “Office building” category were all buildings used 
primarily for office or other administrative purposes. If only a small 
segment of the total area of a building was used for other than office q 
purposes, no attempt was made to segregate such space. HW 
F. Institutional buildings 
Data on institutional buildings were reported for the following 
categories: 
Hospitals. 
Schools. 
Prisons. 
Other institutional buildings (libraries, chapels, and museums). 
(1) Hospitals —Of the total cost of $1,086 million for hospitals 2 7 
agencies, Veterans’ Administration and Defense held $993 million, ' 
or 91.5 percent of all federally owned hospitals. The following tabu- 
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lation shows the felative importance of the floor area, cost, and 
percent of total cost of hospitals for the major agencies: 

















Square feet Cost Percent of 

Agency (in millions) | (in millions) | total cost 
Veterens* Adminisivation.. .. :.0505 0c cckis den discs iickence 60. 1 $668 61, 5 
pT EIT EE OR 45.4 325 30.0 
Health, Education, and Welfare... 6.4 69 6.4 
Atomic Energy Commission...............-.-.. aa 10 9 
eg ad es oD ecwhnolecmmmesens 1.7 7 .6 
CO SIO 1 cic chnkondndinlincnotnbsstpesqaeiunasatop 1.5 7 .6 
yg Bye ge Reea ean cere hua ceptor ee ee 115, 2 1, 086 100, 0 











(2) Schools —A total cost of $425 million for schools was reported 
by 11 agencies. Defense, Atomic Energy Commission, and Health, 
Education, and Welfare reported schools costing $380 million, or 89.4 
percent of the total. The following tabulation shows the floor area, 


cost, and percent of total cost of school buildings reported by major 
agencies: 















kh aonay Square feet Cost Percent of 
eae (in millions) | (in millions) total cost 
NS EEE SCRA IEEE POLES OED EOD ESE ONY Cy FOU E 56. 5 $318 74.8 
Health, Education, and Welfare. .......................-..-.- 2.0 32 7.5 
Atomic Energy Commission....................-...-...--..-- 1.9 30 7.1 
ETE SEES COE. PROBLY eh TEE ORM EO Or a 8.4 23 5.4 
I ie hg ion ee kab cenisheusninaselnaeecntebaws amin 19 15 3.5 
Ns, Sibabi ds nviekecbicdsandsntbdduubdasdoacednitanbe .5 4 1.0 
Housing and Home Finance Agency...............-.........- .3 2 .5 
7 Sa SCR ARETE AP RCRD BAC TL SESE .2 1 2 
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(3) Prisons—The cost of prison buildings was reported at $32 
million by Justice and three other agencies, with Justice accounting 
for $31.9 million, or 99.7 percent of the total. 

(4) Other institutional buildings——The total cost of other institu- 
tional buildings (e. g., libraries, chapels, and museums), was $91 mil- 
lion. Six agencies (Veterans’ Administration, Interior, Health, Educa- 
tion, and Welfare, Smithsonian Institution, Justice, and Atomic Energy 
Commission) accounting for $88 million, or 96.7 percent of the total 
cost of institutional tome, A lly 

The following tabulation shows the floor area, cost and percent of 
cost of other institutional buildings by major agencies: 





Agency Square feet 


Cost Percent of 
(in millions) | (in millions) total cost 





Veterans’ Administration 


sin oS Leila es eccae oliinsocioobalce chetacwdande 9.7 $63 19. 2 
ON SEER OR oper 1.7 7 7.7 
Health, Education, and Welfare_. -. .9 7 7.7 
Smithsonian Institution 1.0 5 6.5 
ARR IS ciel RE PN Dp A SEAS TINE IST) ERE PB SOE 8 3 3.3 
Atomic Energy Commission.................-.............--- 2 3 3.3 
Se I ig gone swiss ccunncaumnrdoddisinnanbianntinbaieunds 6 3 3.3 



































— wee ee OO 
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G. Other buildings 

A total cost of $1,137 million for other buildings, not included in the 
above 6 major categories, was reported by 18 agencies, of which De- 
fense, Interior, General Services Administration, Housing and Home 
Finance, and Veterans’ Administration reported $1,100 million, or 
96.7 percent of the total. 

The following tabulation shows the area, cost and percent of cost 
of other buildings by major agencies: 





Agency feet Percent of 


Square Cost 
(in millions) | (in millions) total cost 





Defense 105. $1, 005 
31 


General Services Administration p 22 
Housing and Home Finance Agency \ 22 
Veterans’ Administration e ‘ 2 
Other agencies (13) ’ 37 





1, 137 














For further details see appendix 2, table 10, which shows (a) number 
of buildings, (b) square feet of floor area, and (c) cost of buildings by 
agency for each of the building usage categories. 


16. BUILDING AREA AND COST, BY PREDOMINANT USAGE AND STATE (SEE 
APPENDIX 2, TABLE 11) 


On June 30, 1955, the total cost of Federal buildings was $14.5 
billion, of which $8 billion, or 56.2 percent, was located in 10 States 
and the District of Columbia. 

The following tabulation shows the square feet, cost and percent 
o the a cost of Federal buildings for the principal States in which 
ocated: 





Square feet Cost Percent of 
(in millions) | (in millions) total cost 





289.9 
120, 2 
141.5 
102.2 
128.5 


— 
— 


8/88 | eeepsamoost 


o* @rw 


-2OCrawwe ae 


SERESS 


aryland. _.. 
District of Columbia 


Subtotal 
Other States (38) 





~ 





olor | noroonoce 


5 | 8B 


~ 
_ 
























102 REAL AND PERSONAL PROPERTY INVENTORY REPORT 





The following tabulation shows the principal States in which each of 
the major building usage categories are located: 








Predominant usage and State 








uare feet 
ia millions) 


Cost (in mil- 
lions) 





Industria) buildings: 































| SR DTI SERTON CERI eet rae inne ait a 
Washington 


IIIA... .< echinduitnirniveemadipincdinunistinideattiabiginiapaetib insane 15.9 $360 11.0 
EE Ree ERS EE aa eR REE AR SS 21.8 330 10.0 
MII, «i cissintschstipesitie cuceniinedsinigcipetonniiininthdiaedis inti 9.8 287 8.7 
SNE SAID «.ns4ig-tnsteciniscntesinbuishinditasbidelidhgniiiiesobansipmgsinathintnencsecd 3.1 198 6.0 
NEO 6 Sk oct sioner sic ccactneactinmgeesonbeioes mo aeURAGNAM acopole ASK cecccbineda cata 8.0 171 5.2 
Eki oti-vosacigpianicimircrbc aniniengianeinaiebeibidinenstebnlib add 16.0 169 5.1 
SRR AAD RRR SEE SPER TEI 13.7 160 4.9 
WWE, 4:5 eunde db nebraleniintbiesateidandabanenlichpibicnicisibint Mbbacenatde 4.3 124 3.8 
Ce TOR Pear EES ae Pee At PME eT eee ee Bee 10.9 121 3.7 
SII cactus cites candy duphepacbdeedccsiahieiaibeda lid mihcn cabelas 11.8 107 3.3 
EE ike ig RARE i he eee aM A Te TTR 11.2 107 3.3 

a Nett EF LAG EDL CLES ALONE NENTS. We aR TR 126. 5 2, 134 65.0 
Other States (37) and District of Columbia... ............ 7.2 1, 148 35. 0 

TRIO ns cinclidl net pitieniccamideitinins cotbieusinatappaaiaimneae 223.7 3, 282 100.0 




















87.7 440 15.0 
49.2 241 8,2 
39.2 182 6.2 
32.0 171 5.9 
24.2 134 4.7 
24.2 130 4.4 
10.3 Rg 3.0 
19.2 89 3.0 
16.9 87 3.0 
302. 9 1, 563 53.4 
285. 2 1, 365 46.6 















Service buildings: 
California _- 
T exas- Tipe 







Pennsylvania 
Tennessee... 











—_ 


$2 0 9 G0 OS um ee om Cn md 
~~ 8-3 © bo 


noes 





Subtota 
Other § Seta (37) and District of Columbia. 





is 
re) 









Office buildings: 
District of Columbia 
New York ; 
California 
Virginia. 
Illinois 















P ennsylvania.. SEB ok SRB at SOE EPA IS ROP 
Texas viesedusntwdwdiccas engineatsinknnbaganetasa 
Maryland 5 Ratt are Ramplntoe lar ah pas MS oe AAP HE Or 
Ohio_._... 5 


Massachusetts. 























1S 00 G0 se ue 9 OO 
@Seroews Own + 








Subtotal 








Other States (39) . te Rae DOSS TE SRE 
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Predominant usage and State 


uare feet 
Gt eaittions) 


Cost (in mil- 
lions) 








eet ai ios cess hci. cde nde scnnessce 
Other States (38) and District of Columbia 





— ow 

S| 28 | sppsxexege 
oa ww our K OOeKere 
So oo -an@eeoornon 


3\ 88] ppeeeeeoet 


— 








Institutional buildings: 
New York 
California 


Texas 


— 2D 
ow 
ad 


BE| ee perpeenaee 
cwoocsur-awnonw 





Subtotal 
Other States (37) and District of Columbia 


— 





BS] pprpeeaaoe 
So “Iw CHHMBONWONANH SD 


oi am 
ae 
or 


5 
2 





— 





Ohio 


District of Columbia 
Illinois 











I | SNM WOSOCAWWOUhNYt 


ES | Peppweeweppaeerg@ey 
ag ePanoorurcooewweo 


Subtotal............ Juestnnabpieiiae dimen siqewnweithehidins 
Other States (34) | 


ton 


278 


1, 137 | 


859 | 
} 





17. 
5. 
3. 
9. 
6. 
7. 
6. 
5. 
5. 
3. 
5. 
2. 
2. 
6. 
5. 

92. 

33. 

26. 


- 
ss 
— 
S 
o 





For further details see appendix 2, table 11, which shows (a) number 
of buildings, (6) square feet of floor area, and cost by State for each 
of the building usage categories. 


17. STRUCTURES AND FACILITIES, BY PREDOMINANT USAGE AND AGENCY 
(SEE CHART 10 AND APPENDIX 2, TABLE 12) 


The Federal Government owned structures and facilities costing 
$15.6 billion as of June 30, 1955. The principal usage categories were 
(a) power development, (6) utility systems, (c) flood control and 
navigation, and (d) roads and bridges, which accounted for $8.3 billion, 
or 53.7 percent of the total cost of structures and facilities. 

The following tabulation shows costs for the major usage categories 
of structures and facilities and the percent of the total cost for each 
category: 
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Predominant usage 






Cost 
(in millions) 


Percent of 
total 





Power development 


Utility systems (heating, sewerage, water, and communication systems).._. 


Flood control and navigation 
Roads and bridges_.......... 


Electrical distribution systems - 


i—_— and irrigation .- 
ne rs oe 
PE ikiciiintitithninonsnnuns 


Subto' 




















$2, 487 15.9 
2, 329 14.9 
1, 981 12.7 
1, 501 10.2 
1,316 8.4 
1, 243 7.9 

610 3.9 
528 3.4 
485 3.1 

12, 570 80.4 
3, 059 19.6 

15, 629 100.0 








An analysis of the major usage categories for structures and facilities 






shows that 3 or less agencies account for over 90 percent of the total 
cost of each category. 

This is illustrated in the following tabulations which show a break- 
down of (a) cost, and (0) percent of total cost, by principal controlling 


agencies, for each o 


f the major usage categories: 





Predominant usage and agency 





Cost 
(in millions) 





Percent of 
total cost 








Power development: 


Defense (Corps of Engineers—Civil) 


Interior 


NS WOE RIGOR id oidicnonns dnacces cknabanneatunboninataditine 


$978 
826 
658 






tbo @ 








2, 462 
25 














2, 487 





3|~-3| 2S8 


ocoico 








transmission lines, etc 


Power development includes hydroelectric projects and other power 
development projects, generally consisting of dams, powerhouses, 
i Transmission lines which are not an integral 


part of a Federal power development installation, have been classified 


as ‘Electrical distri 





bution systems.”’ 





Predominant usage and agency 





Cost 
(in millions) 


Percent of 
total cost 





Utility systems: 
Def 


Tis aa sin cannes 
Veterans’ Administration. 
Housing and Home Finance 


Sub 

















$1, 691 72.6 
242 10.4 
187 8.0 

93 4.0 

67 2.9 

2, 280 97.9 
49 2.1 
100. 0 


2, 329 








— 
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COST OF FEDERAL STRUCTURES 
AND FACILITIES 


AS OF JUNE 30, 1955 
Million Dollars 


Power Development 


Military and Air Field 
Facilities 


Flood Control and 
Navigation 


Roads and Bridges 


Electrical Distribution 
Systems 


Reclamation and 
Irrigation 


Water Systems 
Heating Systems 


Storage (Excluding 
Buildings) 


Harbor Installations 


Railroads 
Sewage Systems 
Communication Systems 


Industrial 


Monuments and 
Memorials 


Other Structures and 
Facilities 


Cuarr 10. 












tion (telephone, telegraph and radio) systems. 
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Utility systems include heating, water, sewerage, and communica- 











Predominant usage and agency 






Cost 
(in millions) 


Percent of 
total cost 








meses ~8 — a 














$821 
389 
268 


re 





1, 478 
113 


ole 
Nnwlio 
~ol man 








1, 591 































Roads and bridges include federally owned highways, roads, and 
related culverts and connecting bridges. This category also includes 
roads within national parks, forests, and other Federal installations. 








| 








Predominant usage and agency 





Cost 


| (in millions) 





Percent of 
total cost 








Flood control and navigation: j 
Re eee ae a ERE ae a, Se. 
Tennessee Valley Authority 
Interior 












Subtotal Swihtised Wannabe wntemiiei a dkaiibmacmiaainee 
Other agencies (6). aa 









$1, 331 
515 
87 








1, 933 
48 
























owned land. 














Flood control and navigation covers river improvements, revet- 
ments, dikes, locks, navigational aids, ete., situated on federally 


















Cost 


| (in millions) | 


Percent of 
total cost 








| 

; 

Predominant usage and agency 
| 

i 

j 


Reclamation and irrigation: 
Interior._.... jlepvndaacnwencsdnpypiiteninaendaineednthiiaanens aan 
Other agencies (5) ailie alate SACRA ESS Wie, RRS Pie te PS RR me ILS a | 











$1, 234 
u 


99.3 








1, 243 | 
} 


100, 0 


i 





storage and diversion dams, etc. 








Reclamation and irrigation covers canals, laterals, pumping plants, 








Predominant usage and agency 





Cost 


(in millions) | 


Percent of 
total cost 





Electrical distribution systems: 








EI Fh oss oni cin hen giana sanebralatain Signe Rind chess Naa beac aanO 
BOGS eras COmmseaess osc ceieccsnenciscveciodscccntenastsanuncuas 
Interior 









$612 
366 
302 















SRSA EA TIME Diao PEE Sete RN ROS - MERE Rae EL CET eee aes ee 
Other agencies (11) 


1, 280 
4 



























cies or private producers. 





Electrical distribution systems refer to federally owned systems 
which distribute electrical energy purchased from other Federal agen- 
Distribution systems which are part of a 
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fully in ted Federal power development system are reported under 
“Power development.”’ 





Predominant usage and agency (in nitions) 





$477 
30 
18 


525 
3 


528 

















Harbor installations include docks, piers, jetties, and breakwaters 
situated on federally owned lands. - 





Predominant usage and agency (in a 





Storage, excluding buildings: 
Defense 
Atomic Energy Commission 
General Services Administration 





CR i aig bisa hin witsciibinincndab idlaatninn a aieilins dikchindinsinaacipaabcaibaaoces 
Other agencies (7) 








610 








Storage (excluding buildings) includes storage tanks, silos, igloos, 
underground vaults, open storage areas (improved only), etc. 





Cost Percent of 
(in millions) total cost 


Predominant usage and agency 





Railroads: 
Defense $441 
Atomic Energy Commission 31 
General Services Administration 5 





477 
8 











485 





Railroads include tracks and bridges, tunnels, fuel and water 
stations, etc., servicing railroads. 

Other structures and facilities total $3,059 million. These con- 
sist principally of military and airfield facilities amounting to $2,508 
million, as shown separately in chart 10. 

For further details see appendix 2, table 12, which shows the cost 
of structures and facilities, by agency, for each category. 


18. STRUCTURES AND FACILITIES BY PREDOMINANT USAGE AND STATE 
(SEE APPENDIX 2, TABLE 18) 


This section deals with the cost of structures and facilities for the 
principal usage categories, with a breakdown of data by States in 
which they are located, rather than by controlling agencies as shown 
in section 17, above. 
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The following tabulation shows the principal States in which the 
major usage categories for structures and facilities are located: 





Predominant usage and 


Cost (in 


Percent of 
















































































Predominant usage and Cost (in | Percent of 
State millions) total cost State millions) total cost 
Power development: Electrical distribution 
Tennessee. ..........- $444 17.9 systems: 
Washington. ........-. 304 12.2 Washington. .......- 17.8 
SEES 284 11.4 ‘Tennessee. .........- 121 9.2 
Kentucky~..........-. 174 7.0 California...........- 97 7.4 
pS a 150 6.0 ae: Spt eta Sd ae 92 7.0 
California. ........... 131 5.3 Nee eA es ae 87 6.7 
i” eee 122 4.9 SNE Sd 86 6.5 
Montana......-...... 121 4.9 —— nana 3 58 4.4 
Pennsylvania... ...... 57 4.3 
Subtotal_..........- 1, 730 69. 6 Virginia... NL AE 46 3.5 
Other States (23)...-- 757 30.4 | | EGS es eer 38 2.9 
PE Arwinithcikimesinie 2, 487 100.0 |) | CERI 2 917 69.7 
= | Other States (38) and 
Utility systems: District of Co- 
California............ 385 | 16.5 |) Gh cecunseks 399 30.3 
Washington. ........- 126 5.4 
WINER... sca 114 4.9 |} Pe aint dscchtnnlesiiainel 1,316 100.0 
FN a ae 105 451) = 
Tennessee............ 102 4.4 Reclamation and irriga- 
eg (oO SI aah. Wesbbeaten.....--.:. 320 25.7 
RSE, See ram aoa 79 3.4 |} California... .......... 255 20. 5 
RUN. s cdcicakcnsae 69 3.0 |) Colorado. ............ 127 10.2 
Pennsylvania..___...- 69 3.0 |) Wyoming ............ 89 7.2 
New Jersey..........- 67 2.9 BINS bc cewnscciics 87 7.0 
South Carolina......- 65 2.8 |} MONG sc aciciesecsedns 7 5.4 
Fo a een Papen oa 63 2.7 |} Nebraska nC 56 4.5 
ES Oe ae 61 2.6 |} = ais icxiacccne 54 4.3 
NN ng ose theneihiin 48 3.9 
PP may se 7) . 1, 475 63.3 eu : “ — 
ther States and ee 1,1 .7 
District of Co- Other States (12) .._-. 140 11.3 
PR ie snipe daiiend 854 7 Total: rn 
WHOS cae ilendivic 1,243 100.0 
yy | SPREE 2, 329 100.0 = 
Flood control and naviga- e go w (excluding build- 
tion: California. ..........- 7 11.6 
Ko nee Raepeseines = “ New Mexico... ...... 51 8.4 
di ein gy peeseaces: li “4 WHEE. occ on cuian os 35 6.7 
Alabama.............- 136 6.8 Toxes 33 5 4 
Montana........-..-- 123 58 BR. epemeerneetenn 26 43 
Frias sntpnnonnne uy 5.9 || ‘Tennessee... --.----- 25 4.1 
Kentucky......-..... 112 5.7 New Jerse 25 41 
Pennsylvania_.......- 109 5.5 Ohio y : 2 3.6 
CS eee 97 4.9 iiitnois.... e 21 3.5 
North Carolina__..... RS 4.2 oo OR ae NE 19 31 
North Dakota_......- 77 oe PRR ep sones sr praia) aera ; 
West ‘Virginis......... 4 a6 Subtotal. 328 53.8 
ae eyes ‘4 .; Other States (38) and 
Jaw Vork é , District of Colum- 
New York............ 43 2.2 "hatte no tome 282 46.2 
Subtotal. _.......... 1, 495 75.5 / 
Other States (34)..__. 486 24.5 Total......-.----- 610 100.0 
MR Silbciscwwodad 1, 981 100.0 || Harbor installations 
ON IEE TRIER 154 29.2 
Roads and bridges: fo RRS O4 12.1 
California...........- 205 12.8 Washington. ........- 40 7.6 
| ER 116 7.3 New York.........- 32 6.1 
Virginip.............- 110 6.9 New Jersey.........-- 31 5.9 
Washington.........- 99 6,2 Massachusetts........ 24 4.5 
Temas. pinhingubaeceiew = : ; ee a Nind LR od BE 2 4.5 
a & 2 Gee etn 23 44 
> | ST aan 56 3.5 =r agian 22 4.1 
Now Carolina....._- 52 SS.0! :! Fee 21 4.0 
Subtotal._.......- 761 47.8 Subtotal. ........._. 435 82.4 
Other States (40) and Other States (27) and 
District of Co- District of Colum- 
CNN 5s 830 §2.2 Wh oicotiokennccccs 93 17.6 
y Motive, lero eiih 1, 591 100.0 TAGE cccsiscon aes 528 100.0 
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Predominant usage and | Cost (in Percent of Predominant usage and Cost (in | Percent of 
State millions) total cost State millions) | total cost 


Railroads: | 
California $50 | 
Washington. ........- 38 | 

New Jersey.........-- 31 

TI. cas ceomsae 29 | 

New York...........-] 26 | 

ODER neve 26 

Virginia ............-- 23 | 

Pennsylvania... ...__) 18 | 

Tennessee. _ bhi 17 

Ohio. _..... Retieaal 17 

Maryland } 16 | 

Arkansas. 15 | 

é 14 | 





Railroads—Continued 
South Carolina 























PEW WW RAMASNIS 
Oe oon & OF Dw 





19. REAL PROPERTY HELD IN TRUST (SEE APPENDIX 2, TABLE 14) 


The Department of the Interior is the only Federal agency with 
sihatentaad trust properties under its custody. These trust properties 
consist mainly of Indian tribal lands and 165 Indian tribal buildings. 
The Bureau of Reclamation also has 26 trust buildings at the Gila 
Dam in Arizona. The Smithsonian Institution has 2 installations 
with 13.3 acres and 6 buildings and the Department of Agriculture 
has | installation with 1 building. As stated in section 2A, above, 
no cost has been assigned to trust properties. 

These trust properties, primarily lands, are located in 25 States 
and the District of Columbia, and range from 13.3 acres in the District 
of Columbia and 262 acres in Louisiana to 19.4 million acres in Arizona. 

The following tabulation shows the principal States in which the 
trust properties are located: 
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1 Only 13.3 acres. 


For further details on trust properties, appendix 2, table 14. 








APPENDIX 1—GENERAL SERVICES ADMINISTRATION CIR- 
CULAR NO. 80, SUPPLEMENT NO. 2 


PERIODIC REPORTS ON FEDERAL REAL PROPERTY HOLDINGS 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., June 27, 1955. 
General Services Administration Circular No. 80, Supplement No. 2. 
To: Heads of Federal Agencies. 
Subject: Periodic reports on Federal real property holdings. 


1. Purpose.—This supplement is issued to (a) provide for the maintenance oi 
the inventory of Federal real property on a current basis, and (b) prescribe 
report forms with detailed instructions for the preparation and submission of 
periodic reports to the General Services Administration by the holding agencies. 

2. Holding agency—For purposes of maintaining this inventory, a holding 
agency is defined as one which has the authority to take possession of and assign 
and reassign such property or any portion thereof regardless of the manner in 
which the property was acquired or what agency is currently using the property. 
This is in accordance with the provisions of section 3 of Accounting Systems 
Memorandum No. 32, issued by the General Accounting Office on April 13, 1954. 

3. Coverage.—The periodic reports prepared in accordance with this supplement 
shall cover ail land, erm sort and other structures and facilities located within 
the continental limits of the United States, title to waich is vested in the United 
States, or in wholly owned Government corporations. 

The periodic reports shall include (a) public domain; (b) lands reserved or 
withdrawn from public domain for national forests, national parks, or other 
conservation purposes; and (c) property acquired by purehase, donation, and 
other methods of acquisition. They shall also include all buildings or structures 
owned by the Federal Government, whether or not located on Government- 
owned land. Periodic reports shall also be submitted for real properties held in 
trust by the Federal Government. 

Periodic reports shall not be submitted for (a) residential and farm properties 
acquired through foreclosure incident to a lending operation or other Federal 
aid project; (b) rights-of-way and easements; (¢) leasehold improvements on 
leased land or leased buildings; and (d) machinery and processing equipment 
which are not part of the reality. 

4. Reports to be submitted.—Each holding agency shall prepare and submit to the 
General Services Administration a separate report on GSA form 1166; June 
1955, Periodic Report of Federal Real Property (attachment 1 and 1a) for (a) 
each newly acquired installation and (b) each installation previously reported 
to which increases or decreases of $1,000 or over, have occurred since the sub- 
mission of the previous report. 

In the ease of changes of $1,000 or over, affecting any line item or the total 
for the installation previously reported, an adjusted report, giving effect thereto, 
shall be submitted covering the entire installation. This adjusted report shall 
show the net result of (a) amounts reported for the entire installation in the 
previous inventory report; (b) additions due to construction, purchase, or other 
acquisitions; (c) deductions due to sale, destruction transfer, or other disposal; 
and (d) corrections for amounts erroneously reported in the previous report. 

Each holding agency also shall prepare and submit to the General Services 
Administration for each bureau or other major organizational unit a report on 
GSA form 1209: Summary of Number of Installations Reported (attachment 2 
and 2a), regardless of whether or not changes have occurred since the previous 
report. 

The periodic reports shall be submitted as of June 30, 1955, and as of the end 
of each fiscal year thereafter. An original and one copy of these periodic reports 
shall be submitted on GSA form 1166, June 1955, and GSA form 1209, respectively 
to the Office of the Comptroller, General Services Administration, Washington, 
25, D. C., not later than September 1, after the close of the fiscal year. 
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Whenever possible, data reported shall be based on detailed real property 
records and related documents in the holding agency’s files. Where such records 
or documents are not available, estimated data, so identified, may be used, 
However, as soon as practicable, detailed real property records (and related 
documents) shall be established and maintained on a curreut basis by the holding 

encies. 
pee Supply of forms.—-Copies of GSA form 1166, June 1955, GSA form 1209, and 
this supplement may be obtained from the Printing and Distribution Section, 
Administrative Facilities Division, Office of Management, General Services 
Administration, 7th and D Streets SW., Washington 25, D. C., telephone: REpublic 
7-7500 (Government dial code 151), extension 6453. 

6. Agency liaison.—Agency representatives have already been designated by 
holding agencies in accordance with General Services Administration Circular No. 
80, Supplement No. 1. Whenever a representative is changed, the holding 
agency shall submit, in writing, the name of the new representative to the Office 
of the Comptroller, General Services Administration. 

7. Inquiries —For additional information regarding this supplement or any 
questions or problems relating thereto, agency representatives may communicate 
with the Office of the Comptroller, General Services Administration, Washington 
25, D. C., telephone: EXecutive 3-4900 (Government dial code 156), extension 
4131. 

Epmunp F. Mansure, Administrator. 

Attachments. 
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INSTRUCTIONS FOR THE PREPARATION oF GSA Form 1166, June 1955, Periopic 
Reports oF Feperat Reau Property 


A. GENERAL INSTRUCTIONS 


1. Preparation of reports—-GSA Form 1166, June 1955, Periodic Report of 
Federal Real Property, shall be prepared by all holding agencies as of June 30, 
1955, and as of the close of each fiscal year thereafter, covering: 

(a) Each newly acquired real property installation. 

(b) Each installation previously reported to which increases or decreases 
of $1,000 or over, affecting any line item or the total for the installation, 
have occurred since the submission of the previous report. 

In the ease of item (6) above, an adjusted report, covering the entire installation, 
shall be submitted giving effect to such = property changes. This adjusted 
report shall show the net result of (a) amounts reported for the entire installation 
in the previous inventory report; (6) additions due to construction, purchase, or 
other acquisitions; (c) deductions due to sale, destruction, transfer, or other 
disposal; and (d) corrections for amounts erroneously reported in the previous 
report. 

eports shall not be submitted for installations having no real property changes 
since the submission of previous reports. 

2. Holding agency.—A holding agency is one which has the authority to take 
possession of and assign and reassign such property or any portion thereof regard- 
less of the manner in which the property was acquired or what agency is now 
using the property. Examples of a holding agency, as shown in GAO Accounting 
Systems Memorandum No. 32, follow: 

(a) For an office building or warehouse occupied by a Federal agency or 
agencies, upon determination by GSA, and for which GSA is responsible for 
elevator and guard service and for cleaning and maintenance, GSA is the 
holding agency. 

(b) In ease of special-purpose buildings, such as Coast Guard stations, 
military reservations, hospitals, and prisons, those agencies or bureaus 
thereof having control of building management and operations, including 
authority to assign or reassign space in such buildings, will be considered as 
the holding agencies. 

Under provisions of GSA Regulations, Title 2, Real Property Management, an 
holding agency is responsible for the custody of and accountability for its real 
property, including those which have been declared excess or surplus. Conse- 
quently, the holding agency shall continue to report such excess or surplus 
property as provided herein until a final report is submitted after official documen- 
tation has been received indicating (a) that the installation has been permanently 
transferred to another Federal agency; or (6) that it has been completely disposed 
of by sale or other disposal method. 

3. Reporting entity.—An installation, such as a national forest or park, military 
reservation, hydroelectric project, etc., shall be considered as an individual 
reporting entity and shall be the subject of a single report, except for those instal- 
lations located in more than one State. In the case of an installation located 
in more than one State, the portion located in each State shall be made the 
subject of a separate report, and thus shall be treated as a separate installation 
for purposes of this inventory. Each such report shall include all land, buildings, 
and other structures and facilities of an installation within a State. 

In other eases, where a building and the site thereof, such as an office building, 
courthouse, post office, warehouse, etc., are all that. comprise an installation, the 
property shall be considered as an individual reporting entity and shall be the 
subject of a single report. This same procedure shall be followed in the case of 
individual areas of improved or unimproved land. 

4. Construction in process.—Buildings, structures and other facilities in process 
of construction shall be reported only if “available for service” as of the reporting 
date. However, sites acquired for such purposes, or for new projects, shall be 
reported regardless of whether or not the buildings, structures or facilities are 
available for service. The usage classification of such sites shall be based on the 
intended use of the construction, whether or not in process. 

5. Fixtures and equipment.—For purposes of this report, the cost of buildings, 
structures and other facilities shall also include the cost of such fixtures and 
equipment as are normally required for the functional use of the facility, For 
example, plumbing, heating and lighting fixtures, elevators, air-conditioning 
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systems, as well as items, such as safes, vaults, etc., which are built into the 
structure or are permanently affixed thereto, the removal of which would materially 
damage the structure. However, the cost of all machinery and processing equip- 
ment, as well as furniture and special-use items, which are not part of the realty, 
shall be excluded. 

6. Easements and leasehold improvements.—The real property inventory covers 
only real property ‘‘title to which is vested in the United States or in wholly owned 
Government corporations.”’ 

Consequently, the cost of easements, rights-of-way, and leasehold improvements 
to land, buildings, or structures and facilities occupied by the Government as 
leasee shall be excluded. However, the cost of Government-owned buildings, 
structures, and facilities located on leased land shall be included. 

7. Utility systems.— Where federally owned utility systems, such as gas, water, 
electric (power and light), sewer (storm and sanitary), etc., serve a single building, 
which is reported separately, the cost of such utility systems shall be included in 
the cost of the building. Where these systems (including water treatment, sewage- 
disposal plant, etc.), serve several buildings and/or structures, their cost shall be 
reported separately under other structures and facilities. 

8. Excess and surplus real properties —GSA regulations governing the utilization 
and disposal of excess and surplus real property require that each holding agency 
having control of such property shall retain accountability therefor until official 
written notice is received of the transfer or sale of such property. Accordingly, 
all excess and surplus real property, for purposes of this inventory, shall be re- 
ported by the holding agency as ape in section 2 above, regardless of whether 
the property is (a) occupied by the holding agency, (6) on loan to another agency, 
or (c) being cs Sp of by another agency. 

In case a holding agency has been officially advised that a portion of an installa- 


tion (which had been determined to be excess or surplus) has been transferred or 
sold since the submission of the previous report, it shall submit an adjusted report 
on GSA Form 1166, June 1955, covering the remainder of the installation retained 
by the holding agency. 

Similarly, a report shall be submitted by the former holding agency on GSA Form 
1166, June 1955, where an entire installation has been transferred or sold since 
the submission of the previous report. However, in such a case, the only entries 


required shall be the identifying data, called for in blocks 2 through 10, and an 
appropriate notation in block 26, ‘‘Remarks,’’ regarding the transfer or sale of 
the installation 

Upon the official advice of the transfer of excess property between Federal 
agencies, the recipient agency shall report such transfer as newly acquired property. 
For purposes of this inventory, the recipient agency shall use the original cost, 
adjusted for subsequent changes, and other pertinent data pertaining to the 
installation based on the records of the transferring agency. timates shall be 
made, as required, when the records of the transferring agency are incomplete. 

In the case of an installation previously reported which has had no changes 
since the previous report, but where changes (increases or decreases) have occurred 
in the excess or surplus status of the installation, in whole or in part, a report on 
GSA Form 1166, June 1955, shall also be submitted. However, the only entries 
required shall be the identifying data called for in blocks 2 through 10, and an 
appropriate notation in block 26, “Remarks,” regarding the change to the excess 
or surplus status. 

9. Change in name of installation ——In the case of an installation previously 
reported, where the only change is that in the name of the installation, a report on 
GSA Form 1166, June 1955, shall be submitted. However, entries shall be made 
only for the identifying data called for in blocks 2 through 10, using the new 
name in block 4. An appropriate notation shall also be made under block 26, 
“Remarks,” indicating the change in the name of the installation, including the 
name previously used. 


B, SPECIFIC INSTRUCTIONS FOR PREPARATION OF PERIODIC REPORTS 


1. Agency and property identification 

Block 1. Each report covering an installation may consist of one or more sheets. 
If more than one sheet is required, additional copies of the form shall be used and 
numbered as indicated. 

Block 2. Holding agency number.—For the pu of identification, each agency 
shall assign a holding agency number to each installation for which a separate 
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report is submitted. If attachments are necessary, such attachments shall be 
identified by the same number. 

Where a report reflects a change to an installation of real property which has 
been previously reported, the agency shall enter the same holding agency number 
used in the previous report. 

Where a newly acquired installation is reported, the agency shall assign a new 
holding agency number to said property. 

Block 3. GSA control number.—If the report is for an installation previously 
reported, the holding agency shall fill in the ‘GSA Control Number’ for that 
installation, using the same control number shown on the GSA machine listing of 
installations, as of December 31, 1953, furnished to each reporting agency by the 
General Services Administration. It is essential that this GSA Control Number 
be filled in by the reporting agency so that the periodic report can be identified 
with the corresponding report previously submitted. 

Where an installation is reported for the first time, this block shall not be filled in. 

Block 4. Name of property.—Enter the name assigned to the installation or 
facility being reported such as United States Customshouse, Fort Bragg, Yellowstone 
National Park, Rock Island Arsenal, ete. In case an installation is located in 
more than one State, a separate report is required to cover the portion of the 
installation located in each State. In such case, the name of the State shall be 
entered in this block after the name of the property. 

Block 5. Holding agency.—-Enter in this block the name of the holding agency; 
that is, the department, commission, administration, or authority. For example: 
——— of Commerce, Atomic Energy Commission, Veterans’ Administration, 
or Tennessee Valley Authority. 

Block 6. Bureau or other major organization.—Enter in this block the name of 
the reporting bureau, or other comparable major organizational unit, within the 
holding agency. For example: National Bureau of Standards (Commerce), 
Bureau of Land Management (Interior). 

Block 7. State-——Enter the name of the State in which the real property is 
located. Where an installation is located in more than one State, a separate 
—_ shall be submitted to cover the portion of the installation located in each 

tate. 

Block 8. City.—Enter the name of the city or town (where appropriate), in 
which, or near which, the property is located, provided the nearby city is located 
in the same State entered in block 7; otherwise, do not fill in this block. 

Block 9. County or parish.—Enter the county or counties, parish or parishes, in 
which the reported property is located. (Separate reports for each county are 
not required.) If space is insufficient, complete the list under “Remarks,” 
block 26; or on a separate sheet attached to the report. 

Block 10. Street address —Enter the street address, where appropriate. 


2. Land 


Block 11. Usage code and classification.—Enter in this block the present pre- 
dominant use and related code of the land area or site being reported. A break- 
down of miscellaneous secondary usages is not required. "te there are significant 
secondary usages, mention thereof should be made under “Remarks,” block 26. 

In the case of an installation comprised of both Government-owned and trust 
lands, separate line entries shall be made for each. 

Enter one of the following usage codes and classifications in blocks 11A and 
11B, respectively, as appropriate: 





Code Classification Code Classification 

01 Agricultural 13 Office building locations 
02. Airfields 14. Parks and historic sites 

04 Grazing 15 Power development 

05 Industrial 16 Reclamation and irrigation 
06 Flood control and navigation 17 Storage 

07 Forest and wildlife 19 Vacant 

08 Housing 21 Vacant post office sites 

09 Harbor and port terminals 70 Other land 

10 Institutional 80 Trust land 


11 Military (except airfields) 


The above usage codes and classifications shall be used exclusively by all 
agencies for purposes of reporting land on GSA form 1166, June 1955. 

If land is (a) leased, (6) held under app aing | or (c) jointly held and another 
agency is reporting such land, so state in this block ive additional details in 
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block 26, if necessary. However, no entries shall be made in blocks 12-16, when 
land is held under these conditions. 

Block 12. How acquired.—Enter the method or methods of acquisition of the 
property being reported. The methods of acquisition and related codes to be 
entered in this block, are as follows: 

1. Public domain 
2. Purchase, transfer, donation, ete. 

Include under “‘Public domain” all public domain lands including those acquired 
by transfer from public domain. Include under ‘Purchase, transfer, donation, 
ete.,”” any land acquired by purchase, transfer, donation, and other methods of 

uisition (other than transfer from public domain). 

lock 13. Date(s) acquired—Enter the year in which the land was originally 
acquired by the Federal Government for each method of acquisition set forth in 
block 12. If various portions were acquired at different dates, indicate the dates 
or range thereof, such as 1910-1921.” 

Blocks 14 and 15. Area—Urban and rural.—Entries shall be made in acres to 
the nearest tenth of an acre. If acres are to be reported as a whole figure, enter 
“0”? to the right of the decimal, e. g., 10.0. 

Urban: For purposes of this report, land shall be classified as urban when 
(a) located in an incorporated place of 2,500 or more, (6) in a densely settled un- 
incorporated place of 2,500 or more, or (c) in a densely settled urban fringe area 
around cities of 50,000 or more. (Reference: United States summary and maps 
in vol. I of the 1950 population census which lists urban places in each State.) 
Enter in this block the area of urban land acquired by each type of acquisition 
reported in block 12. 

Rural: Classify as rural all properties not classified as urban. Enter in this 
block the area of rural land for each type of acquisition reported in block 12. 

Block 16. Cost-—Enter the cost (in thousands of dollars) of the land for each 
entry in block 12, exeept for (a) properties held in trust, (6) public domain, 
(c) lands reserved or withdrawn from public domain for national forests, national 
parks, or other conservation purposes, and (d) land acquired for historical sites 
other than by purchase. 

Costs need not be reported for acquired lands which are intermingled with 
public domain lands and which constitute a relatively minor portion thereof. 

The cost of sites for monuments, memorials, and statues shall be reported, except 
for sites of the types described in the two preceding paragraphs. 

The cost of the following items, incidental to the acquisition or preparation of 
land for use, should generally be included in the cost of the land: 


Cost of land, Legal fees and expenses. 

Appraisal. Plats and surveys. 

Clearing. Removal and relocation of the property 
Damage to property of others. of others as part of purchase contract. 
Drainage. Removal of structures or facilities 
Grading. purchased but not used. 


However, land improvements to public domain lands shall be reported under 
“Other structures and facilities,” blocks 23 and 24. 

If cost is less than $500, enter cost as “0.” If cost is $500 or over, round to the 
next higher thousand. For example, if records indicate a cost of $500, round to 
“1”; similarly, enter “1” for cost of $1,200. If records for acquisition costs are 
not available, enter estimated costs and so indicate by the notation ‘‘Est.” after 
the amount. Such estimates shall be based on costs at date of original acquisition 
by the Government, as adjusted by subsequent changes. 

Estimate, if not known, the “cost” of property acquired through donation, 
devise, forfeiture, or judicial process. This estimated ‘“‘cost’’ should represent the 
amount the Government would have had to pay for the land, if purchased, at the 
date of original acquisition, 


3. Buildings : 


Block 17. Usage: Classification.—For pu of this report, the present 
predominant use of a building shall govern its sonstheaiion, A temporary building 
ae Somme) on a concrete 2 a ap — os reported. However, exclude 
mporary buildings set up expressly for construction purposes. 
In the case of Demmutian comprised of both Government-owned and trust 
buildings, a separate line entry shall be made for trust buildings. Data called for 
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in blocks 20, 21, and 22, shall not be reported for properties held in trust by the 
reporting agency. 

Buildings shall be classified on the basis of the following categories: 

Block 17 (10). Ofice.—Buildings used primarily for office or other adminis- 
trative purposes. If a small segment of the total area of a building is used for 
other than office purposes, no attempt should be made to segregate such space. 
Such a building shall be classified as an “‘office’’ building. 

Block 17 (21, 22, 23, and 29). Institutional.—Buildi devoted to institutional 
uses, such as hospitals, prisons, schools, eyes ey and museums. Do not 
include minor =e or health rooms, chapels, libraries, ete. which constitute 
only a small portion of a building used primarily for other p Report 
information on lines 21, 22, 23, and 29, yee wma designa’ for hospitals, 

risons, schools, and “other institutional buildings.’”” The latter shall include 
institutional buildings, such as libraries and museums. 

Block 17 (30). sg Base used — for dwelling pu 8, such 
as apartment houses, single or row houses, and barracks. Includes public housing, 
housing for military personnel, housing for institutional personnel, and housing 
built primarily for personnel in various Federal agencies. 

Block 17 (40). Storage.—Buildings used for storage purposes, such as ware- 
houses, ammunition storage, and cover sheds. Also include in this category 
garages used primarily for storage of vehicles or materials. Do not include such 
facilities as water reservoirs and oil storage tanks, which are to be reported as 
“Other structures and facilities,”’ block 23. 

Block 17 (50). Jndustrial——Buildings specifically designed and used primarily 
for production, manufacturing, or developmental pur . Include in this 
category, buildings used for the production or manufacture of ammunition, 
aircraft, ships, vehicles, electronic equipment, chemicals, aluminum, magnesium, 
etc., as well as power or fuel-producing facilities, such as steam, gas, and 
petroleum refinery facilities. Also include in this category laboratories and 
testing facilities used for industrial purposes, such as properties held by the 
National Bureau of Standards and the Atomic Energy Commission. Exclude 
testing laboratories of a nonindustrial nature. 

Block 17 (60). Service.—Buildings used in connection with service activities, 
such as maintenance and repair shops, laundry and dry cleaning plants, post 
exchanges, stores, garages (used primarily for vehicle maintenance and repair) 
and airport hangars. 

Block 17 (70). All other—Buildings which cannot be classified elsewhere. 

Block 17 (80). Trust buildings.—All buildings held in trust by the reporting 
agency. 

Block 18. Number of buildings—Enter the number of buildings for each usage 
classification reported in block 17. 

Block 19. Date(s) acquired.—Enter the date the building was originally acquired 
by the Federal Government. In cases where several buildings of the same 
classification were acquired at different dates and are being reported on a single 
line, indicate the period of aequisition, such as 1930-1942.” 

Block 20. Floor area, total square feet.—Enter the total gross floor area (applies 
to outer dimensions of the building) in square feet, for each class of building 
reported. However, floor area shall not be reported for buildings held in trust. 
Inelude the total floor area of the building(s), regardless of any secondary usages, 
including those areas used under permit or other arrangements by other occupying 
agencies. 

Block 21. Floor area—percent occupied.—Enter the estimated percentage of 
occupancy or use for each class of building reported in block 17. However, 
percent occupied shall not be reported for buildings held in trust by the reporting 
agency. 

Block 22. Cost.—Enter in this block the total cost (in, thousands of dollars) 
for each class of building reported. However, cost shall not be reported for build- 
ings held in trust by the reporting agency. Costs shall include the cost of any 
capital improvements (additions or betterments) incurred subsequent. to date of 
original acquisition by the Government. 

If the cost is less than $500, enter cost as “0.’"’ Round other cost entries to 
nearest thousand as described for block 16, above. 

In the absence of any recorded data as to costs, they shall be estimated and so 
noted by ‘‘Est” after the amount. Such estimates shall be based on costs at date 
of original acquisition by the Government and not on current costs. 
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Estimate, if not known, the “cost” of the acquired through donation. 
exchange, devise, forfeiture, or judicial process. is estimated “cost” should 
represent the amount the Government would have had to pay for the buildings, 
if purchased, at the date of original acquisition. 


4. Other structures and facilities 


Block 23. Description.—Enter in this block the appropriate code and usage 
classification of each structure and other facility. following usage codes 
and classifications shall be used in blocks 23A and 23B, respectively: 


Code Classification 

01 Electrical distribution systems.—Include ms which distribute electrical 
energy purchased from other Federal agencies or private producers. 
Distribution systems which are part of a fully integrated power develop- 
ment system are reported under ‘“‘Power development.” 

Heating systems.—Include heating plants and related steam and gas lines. 

Harbor installations——Include docks, piers, jetties, and breakwaters 
situated on federally owned land. 

Roads and bridges.—Include federally owned highways, roads, related 
culverts, and connecting bridges. Also include roads within national 
parks and forests and other Federal institutions. 

Power development.—Include hydroelectric and other power development 
projects, generally consisting of dams, powerhouses, transmission lines, 
etc. Transmission lines which are not an integral part of a power de- 
velopment installation shall be classified under “Electrical distribution 
systems,” 

Monuments and memorials.—Include all Federal monuments, memorials, 
and statues. 

Railroads.—Include tracks and bridges, tunnels, fuel and water stations, 
etc., servicing railroads. 

Reclamation and irrigation—Include canals, laterals, pumping stations, 
storage and diversion dams, etc. 

Sewage systems.—Inelude disposal plants, storm and sanitary sewer lines, 
ete. 

Communication systems.—Include telephone and telegraph lines, radio 
towers, etc. 

Water systems.—Include treatment plants, wells, pumphouses, reservoirs, 
pipelines, ete. 

Storage (other than buildings).—Include storage tanks, silos, igloos, under- 
ground vaults, open storage areas (improved only), etc. 

Industrial.—Include facilities other than buildings used for production, 
manufacturing or developmental purposes, such as sliding shipways, 
retaining basins, pipelines, ete. 

Flood control and navigation.—Include river improvements, revetments, 
dikes, docks, navigational aids, etc., situated on federally owned land. 

Other. —Include sidewalks, parking areas, fences, trails, etc., which cannot 
be readily classified under the above categories. 

Trust structures and facilities.—Include all structures and facilities held 
in trust by the reporting agency. 


The above usage codes and classifications shall be used exclusively by all 
agencies for purposes of reporting their other structures and facilities on GSA 
form 1166, June 1955. 

Block 24. Cest.—Enter in this block the total cost (rounded to the nearest 
thousand dollars) of each structure and/or facility reported in block 23. 

Costs shall include the cost of any capital improvements (additions or better- 
ments) incurred subsequent to the date of acquisition. 

Costs shall not be reported in the case of (a) other structures and facilities 
held in trust, (6) historic structures, and (c) monuments, memorials, and statues. 

Entries of cost shall be made as prescribed for block 16. 

In the absence of any recorded data as to such costs, they shall be estimated 
and so noted by “Est.” after the amount. Such estimates shall be based on costs 
at date of original acquisition by the Government, adjusted for subsequent 
changes, and not on current costs. 

Estimate, if not known, the “cost” of structures and facilities acquired through 
donation, exchange, devise, forfeiture, or judicial process. This estimated 
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“cost”? should represent the amount the Government would have had to pay for 
the structures or facilities, if purchased, at the date of original acquisition. 

Block 25. Total cost: band. buildings, other structures and facilities.—Enter 
the sum of the totals of blocks 16, 22, and 24. 


&. Remarks 


Block 26. If it is necessary to clarify or expand any entries beyond the space 
Lag in the various blocks, make such notations in this block, or on additional 

eets. 

Indicate in this block, whether or not the installation being reported is being 
used by other than the reporting agency. Also describe any significant secondary 
usages of land, and the approximate acreage so used, supplementing the data 
reported under block 11. 

In the event that an installation being reported on GSA form 1166, June 1955, 
is considered as excess, in whole or in part, to the needs of the reporting agency, 
suitable notation shall be made in this block. This notation should indicate 
whether such installation, or portion thereof, has been or is being reported as 
excess to the General Services Administration or has been determined to be surplus, 
in accordance with the provisions of GSA regulations, title 2, on Real Property 
Management. 


6. Signature and date 
Block 27. Prepared by.—Type in the name and title of the official responsible 
for the preparation of the report. 


Block 28. Signature-—The official designated in block 27 shall sign his name in 
this block. 


Block 29. Date.—Enter date on which the report was prepared, 
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GENERAL SERVICES ADMINISTRATION 


GUDGET BUREAU HO. 29-8105 


SUMMARY OF NUMBER OF INSTALLATIONS REPORTED 


asor June 30, 19. 


A. HOLDING AGENCY 





8. BUREAU OR OTHER MAJOR ORGANIZATION 








LINE 
NO. 'TeM 





TOTAL NUMBER OF INSTALLATIONS FOR WHICH REPORTS WERE PREVIOUSLY SUBMITTED 


as oF 





LESS: NUMBER OF REPORTS ADJUSTING THOSE PREVIOUSLY SUBMITTED 





BALANCE: NUMBER OF INSTALLATIONS PREVIOUSLY REPORTED, AND UNCHANGED 
(Por which no reports are present ly being submitted) (LINE I-LINE 2) 





NUMBER OF NEW INSTALLATIONS REPORTED (Inetelletions not previously reported) 





NUMBER OF INSTALLATIONS PREVIOUSLY REPORTED 


aS OF (Same a2 Line 1) 


DEOUCT: NUMBER OF INSTALLATIONS COMPLETELY DISPOSED OF SINCE SUBMISSION OF THE 
PREVIOUS REPORT 








REVISED TOTAL + NUMBER OF INSTALLATIONS 





AS OF (LINE 44 LINE S-LINE 6) 
mame and title) « StGua Ture 




































INSTRUCTIONS FOR PREPARATION OF GSA Form 1209 Summary or NumBER oF 
é INSTALLATIONS REPORTED 
1. General. 


This summary shall be submitted to the General Services Administration by 
each holding agency for each bureau or other organizational unit, whether or not 
such agency is required to submit GSA form 1166, June 1955, for its real property. 
It is intended to provide a reconciliation between the number of installations 
previously repo by the bureau and the number of installations, as of the new 
reporting date, to avoid omissions or duplications in the inventory. 

Specific instructions for the preparation of this summary follow: 


2. Holding agency. 


Enter in this block the name of the holding agency ; that is, the department, com- 
mission, administration, or authority. For example: Department of Commerce, 
Ascent Energy Commission, Veterans’ Administration, or Tennessee Valley 

uthority. 


8. Bureau or other major organizational unit. 


Enter on this line the name of the bureau. or other comparable major organiza- 
tional unit within the holding agency. For example: National Bureau of Stand- 
ards (Commerce), Bureau of Land Management (Interior), etc. 


4. Line entries— 


Line 1. Enter on this line the number of installations previously reported. 
This number must agree with that shown in the detailed machine listings of the 
wads om inventory reports, copies of which have been furnished by the General 

vices Administration to each holding agency. In case of any question as to 
the number to be entered on this line, please’call the Office of the Comptroller, 
GSA, Executive 3-4900 (Government dial code 156), extension 4131. 

Line 2. Enter on this line the number of adjusted reports submitted for the 
period to correct reports previously submitted. 

Line 3. This line shall indicate the balance representing the number of installa- 
tions previously reported for which no — are presently being submitted. 

Line 4. Enter on this line the number of reports for newly acquired installations 
not previously reported to the General Services Administration by the present 
holding agency. 

Line 5. Enter the number of installations previously reported as of last report- 
ing date. This number is the same as that entered on line 1. 

ine 6. Enter on this line the number of installations previously. reported 
which have been completely disposed of since the submission of the previous 
report. 

Line 7. Enter on this line the sum of lines 4 and 5 less line 6. This number 
should represent the total number of installations controlled by the reporting 
agency as of this reporting date. 


&. Signature and date. 
Prepared by.—Type in the name and title of the official responsible for the 
preparation of the report. 


Signature.—The official designated as responsible for the preparation of the 
report shall sign his name in this block. 
Date.—Enter date on which the report was prepared. 
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Tasie 2.—Summary of increases and decreases in Federal real property in the 
Uniied States from Dec. 31, 1953, to June 30, 1955, by Fos sy Y 
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Tastr 3.—Land acreage in the United States by State and percent owned by Federal 
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Taste 4.—Federally owned land in the United States by agency and bureau, and 
method of acquisition 
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Tasie 4.—Federally owned land in the United States by agency and bureau, and 
method of acquisition—Continued 
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Reatty INVENTORY OF THE ARCHITECT OF THE CAPITOL AS OF 
JUNE 30, 1955 


(Properties under the jurisdiction of the Architect of the Capitol 
include the United States Capitol Building, the Senate Office Building, 
the Old and New House ce Buildings and Grounds; legislative 
garage, laboratory used as a field office; the Capitol Power Plant; 
the Main and Annex Library of Congress Buildi and Grounds; 
the United States Botanic Garden and Nursery; the United States 
Supreme Court Building and Grounds; and the United States Court of 
Claims Building.) : 

LODE iitiindjicinntermigudtitiinebid dh unaneicanddimapeailaea $18, 030, 658 
is san ne wht ish Gecko 93, 679, 000 


wise O-edans auger ee-minshelertnue tage etemraare-eabenmabneian anita 111, 709, 658 


REPORT OF FEDERAL REAL PROPERTY 


United States Cayitol Buildings and Grounds 
Properties under legislative branch of the Government, occupied by 

the Congress. 

Land: 

Acquired by purchase. 

Acquired; 1791 to 1949. 

Area: 143 acres. 

Cost: $13,683,998. 

(Includes site acquired in 1949 for additional office building for 

U. S. Senate.) 

Buildings: 

United States Capitol, Senate Office Building, Old and New House 
Office Buildings, Legislative Garage, and Laboratory used as 
field office, 

Constructed: 1793 to 1933. 

Floor area: 2,735,000 square feet. 

Cost: $49,700,000 (to June 30, 1955). 

1. Occupancy and use of these buildings and grounds controlled by 
the Congress. P , C heey a 

2. Assignment and reassignment of space in Capitol under Speaker ‘4 
of House of Representatives and Senate Committee on Rules and 
Administration ; in Senate Office Building under Senate Committee on 
Rules and Administration; in Old and New House Office Buildings 
under House Office Building Commission; in Legislative Garage under 
Vice President and Speaker of the House. 

3. Architect of the Capitol has the physical care of these properties. 


Capitol Power Plant 


Property under the legislative branch of the Government. Supplies a 
heat and air-conditioning refrigeration for the Capitol, Senate and ee 
House Office Buildings; Saat for the Library of Congress Buildings, ee 

183 : a 
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United States Botanic Garden, United States Supreme Court Building, 
Legislative Garage, Government Printing Office, and Washington 
City Post Office, and Folger Shakespeare Library. 
Land: 
Acquired by transfer. 
Acquired 1904. 
Area: 6 acres. 
Cost: Transferred without cost by act of Congress. 
Buildings: 
Main powerplant building: 244 by 117 feet, with maximum 
height of 85 feet. 
Annex powerplant building: 90 by 50 feet, 2 stories high. 
— plant building: 123 by 80 feet, height approximately 
38 feet. 
Walkthrough tunnels, containing steam and chilled water 
distribution lines. 
Constructed 1904-54. 
Cost: $12,900,000 (to June 30, 1955). 
1. Architect of Capitol has the physical care and operation of plant. 
2. Plant under control of the House Office Building Commission. 
Library of Congress Building 
Properties under legislative branch of the Government, occupied by 
the Library of Congress. 
Land: 
Acquired by purchase. 
Acquired 1886 to 1932. 
Area: 15 acres. 
Cost: $1,496,779. 
Buildings: 
Main and Annex Buildings, Library of Congress. 
Constructed 1889 to 1938. 
Floor area: 1,600,000 square feet. 
Cost: $19,700,000 (to June 30, 1955). 
1. Occupancy and use of buildings and grounds controlled by the 
Congress. 
2. Architect of the Capitol has structural and mechanical care of 
these properties. 
3. All other care, including assignment and reassignment of space, 
under the Librarian of Congress. 


United States Botanic Garden 


Properties under legislative branch of the Government, occupied by 
- — States Botanic Garden, including Poplar Point Nursery. 
and: 
Acquired by purchase, transfer, and public domain. 
Acquired 1851 to 1946. 
Area: 33 acres. 
Cost: $981,140. 
Buildings: 
Conservatories, greenhouses, office, storage and potting sheds. 
Constructed 1873 to 1933. 
Floor area: 89,000 square feet. 
Cost: $1,074,000 (to June 30, 1955). 
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1. Architect of Capitol serves as Acting Director of United States 
Botanic Garden. 


2. Botanic Garden under control of Joint Committee on the Library. 
United States Supreme Court Building 


rhs rb under the Chief Justice of the United States, occupied by 
the United States Supreme Court and the Administrative Office of the 
United States Courts. 
Land: 
Acquired by purchase. 
Acquired 1929-30. 
Area: 8 acres. 
Cost: $1,768,741. 
Building: 
United States Supreme Court Building. 
Constructed: 1931-35. 
Floor area: 392,737 square feet. 
Cost: $10,060,000 (to June 30, 1955). 
1. Occupancy and use of building and grounds controlled by the 
Congress. 
2. Architect of the Capitol has structural and mechanical care of 


building. 
3. All other care under Marshal of the Court, except assignment 
and reassignment of space which is under the Court. 
‘United States Court of Claims Buildings 
Property occupied by and under the control of the United States 
Court of Claims. 
Land: 
Acquired by purchase. 
Acquired 1901-2. 
Area: one-half acre. 
Cost: $100,000. 
Buildings: 
United States Court of Claims Buildings. 
Acquired in 1902. 
Floor area 37,000 square feet. 
Cost: $245,000 (to June 30, 1955). 
1. Occupancy and use of building and grounds controlled by the 
Congress. 
2. Architect of the Capitol has siructural and mechanical care 
of buildings. 
3. All other care, including assignment and reassignment of space, 
under the Court. 











Reatty Inventory or THE Executive AGENCIES, OFFICES AND 
ESTABLISHMENTS OF THE U. S. GovERNMENT, EXCLUDING THE 
DEPARTMENT OF DerensE, CoveRING INVESTMENTS IN ALLIED 
Arras Nor Inciupep In Overatt Report, as or June 30, 1955 


Construction in progress $1, 273, 306, 000 
Leasehold improvements 19, 118, 000 


Real-estate collateral acquired 113, 650, 000 





1, 406, 074, 000 


Real property of selected agencies other than Department of Defense as of June 30, 1955 
{In thousands of dollars] 





Construe- 
tion in 





DEPARTMENTS 


OTHER AGENCIES 


Legislative branch 

Executive Office of President 

Funds appropriated to President 
Housing and Home Finance Agency 
General Services Administration 
Atomic Energy Commission 
Export- ~ og Bank of Washington 
Farm C 


Tennessee Valley Authority 
Veterans’ Administration 

U. 8. Information Agency 

8 Business Administration 
All other independent offices 




















Norg.—All assets herein reported are shown in gross amounts with no deductions for allowances for wo 
and de tion. Only wholly Government-owned corporations and wholly owned assets are included 
Assets held under trust arrangements and intergovernmental assets are excluded. 
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Real property as of June 30, 1955 
[In thousands of dollars} 
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DEPARTMENT OF AGRICULTURE 


























Foreign tural 

Commodity Exchange Authority....................-- 
Commodity Stabilization Service... ..................-- 
Commodity Credit Corporation ......................- 


Federal Crop Insurance Corporation..................- 
Rural & Electrificatinn js > = —gaaeeaeamendaeaam 


tary 
Office of the Secretary eee Se ccstnik cyniomensetetncinininiet 
Office of the OS™ A ER 
Office of Information (appropriated ) ARE SET 
is of Information (working capital fund) 





ee ee ee 


ural Research Service 
cult ural Research Service (working capital fund) -- 
EE SE rte netteninseiiimmpecindnncninccaiinn 
DEPARTMENT OF COMMERCE 


Office of the Secretary................- eT Sete eres 
I Sk bert cnaeceie pnccncsncocdancaee 
Civil Aeronautics Administration...................-... 
Coast and Geodetic Survey.............-.-..----...--- 
Maritime Administration...................-.........- 





HEALTH, EDUCATION, AND WELFARE 


Office of Vocational Rehabilitation .................... 
Social Security Administration_................-----..- 
Public Health Service ae Freedman’s Hospital) - 
Food and Drug Administration .....................-..- 
6t. Riisahetns Hospital. ............................... 
Office of the Secretary....................-.----..--...- 
Ca a  eatteminiesieieminnarnctinaibmateiine 


Total, Health, Education, and Welfare........... 
DEPARTMENT OF THE INTERIOR 


Bureau of Land Management. 
Bureau of Indian Affairs. ........................-----. 
Bureau of Reclamatio: 

















eee wewnnene 














ee 


























OR a ccna 
Southwestern Power Administration dca 1, Okla.) _. 
Southeastern Power Admin , Ga.)... 
Bonneville Power Administration .............-.....-- 
Defense Minerals Exploration Administration.......... 
Office of the Secretary.................-......- 











Oe eee ee ee meee een ete e nee eseesenee 





























meee ewer eene 
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188 REAL AND PERSONAL PROPERTY’ INVENTORY REPORT 


Real property as of June 80, 1956—Continued 
{In thousands of dollars] 





Constrne- Leasehold | Realestate 
tion in eer: | collateral 
acquired 





DEPARTMENT OF JusTICE 


Federal Bureau of Investigation 
Immigration and Naturalization Service. . 
Legal activities ae general administration... 
pean of Priso 














TREASURY DEPARTMENT 


Bureau of Accounts 

Bureau of Accounts (Division of Disbursement). 
Miccellaneous assets held for Secretary of Treasury 
Exchange stabilization fund 

Office of the Secretary 


Comptroller of the Currency 
Bureau of Customs... 

Bureau of Engraving and Printing 
Internal Revenue Service 

Bureau of Public Debt 





Office of the Treasurer 
U. 58. Seeret Service i 
Civil-defense lending program .......................... } 
Federal Facilities Corporation: 

Synthetic rubber program 

Tin program 
Reconstruction Finance Corporation: 

Lending program . Stns oven 

Smaller War Plants. Corpor: ation. 
Liquidation of World War II assets 
‘Treasurer of the United States (general accounts) 











DEPARTMENT OF LAROR 
Department of Labor 
Post OFFICE DEPARTMENT 
Post office—postal operations 
STaTE DEPARTMENT 


Department of State: 
Domestic. ..-......... 





Total, State Department 





LECISLATIVE BRANCH 


General Accounting Office 
Government Printing Office. ._..... 


Total Legislative_....... 





EXECUTIVE OFFICE OF THE PRESIDENT 


The White House Office 

Executive Mansion and Grounds 

Bureau of Budget iwwusecdsseusesd 
Council of Economie Advisors_ 

National Security Council. 

Office of Defense Mobilization... 








Total, Executive Office of the President 








FuNDS APPROPRIATED TO PRESIDENT 


Mutual-security program (IC A) 
Mutual-security loans (Export- Import Bank) 
Expansion of defense production 





Total funds appropriated to President... 
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Real property as of June 80, 1955—Continued 
[In thousands of dollars] 





Construc- 
tion in 








Hovstne AND Home FINaNcE AGENCY 


Office of eg noes pe 
H educational ts aanmenuceanentiien 


A can facility to Joans......... 





Total, Housing and Home Finance Agency 
GENERAL SERVICES ADMINISTRATION 
General Services Administration 
Atomic ENERCY Commission 
Atomic Energy Commission 
INDEPENDENT OFFICES 











EXPORT-IMPORT BANK OF WASHINGTON 











Agricultural Marketing -_ revolving fund 
Federal Farm M 
Farm Credit Ad 








VEDERAL CIVIL DEFENSE ADMINISTRATION 
Revolving and appropriated funds 
PANAMA CANAL 





Panama Canal Compan 
Canal Zone Go 4 








TENNESSEE VALLEY AUTHORITY 
Tennessee Valley Authority 





VETERANS’ ADMINISTRATION 


Canteen revolving fund 
All other budgetary programs 


Total, Veterans’ Administration 
UNITED STATES INFORMATION AGENCY 
United States Information Agency. 











SMALL BUSINESS ADMINISTRATION 








savemy Committee on Weather Control 
American Battle Monuments Commission 
Civil Service Commission. 
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Real property as of June 30, 1955—Continued 
[In thousands of dollars) 








SMALL BUSINESS ADMINISTRATION—continued 


Federal Coal Mine Safety Board of Review. 
Federal Communications Commission 
Federal Mediation and Conciliation Service. 
Federal Power Commissio’ 

ederal Trade C 





Federal Savings and Loan Insurance Corporation 
Indian Claims Commission 

Interstate Commerce Commissio 

Jamestown-W illiamsburg- Yorktown Celebration Com- 


mission 
= Marshal Bicentennial Celebration Commission... 
Soo Locks Centennial Celebration Commission 
National Ad Committee for Aeronautics 
National —— ousing Authority 
National Capital Planning Commission 
National r a Board 
National Mediation Board 
National Science Foundation 
National Security Training Commission 
Renegtiation Board 
Saint Lawrence Seaway Development Corp 
Securities and Exchange Commission 
Selective Service System 
Smithsonian Institution 
Subversive —— Control Board 
Tariff Commissio 




















Norte.—All assets herein reported are shown in gross amounts with no deductions for allowances for 
losses and depreciation. Only wholly Government-owned corporations and wholly owned assets are in- 
eluded. Assets held under trust arrangements and intergovernmental assets are excluded, 





Reatty Inventory or Executive AGENciIEs, Orrices, AND Estas- 
LISHMENTS OF THE UnitTepD States GOVERNMENT, INCLUDING THE 
DEPARTMENT OF Derense, Locatep In Unirep States TrErri- 


TORIES AND PoOssESSIONS, AND IN ForEIGN CoUNTRIES, AS OF 
JUNE 30, 1955 


Civilian executive agencies, offices and establishments: 
Possessions and Territories $1, 094, 904, 000 
Foreign countries 205, 521, 000 


Costs 
$1, 300, 425, 000 





Total 
Department of Defense: 
Civil functions, Corps of Engineers (possessions) 
Military functions: 
Department of the Army: 
Possessions and Territories $520, 547, 000 
Foreign countries §29, 886, 000 





1, 050, 433, 000 

Department of the Navy (including Marine Corps): 
Possessions and Territories $993, 042, 000 
Foreign countries 236, 121, 000 





Total 1, 229, 163, 000 
Department of the Air Force: 


Possessions and Territories $700, 134, 000 
Foreign countries 1, 251, 357, 000 





1, 951, 491, 000 


5, 538, 393, 000 
191 




















INVENTORY REPORT ON UNITED STATES-OWNED 
REAL PROPERTY 
OUTSIDE THE UNITED STATES 


AS OF JUNE 30, 1955 
OF 


EXECUTIVE AGENCIES, OFFICES, AND ESTABLISHMENTS OF THE 
UNITED STATES GOVERNMENT, INCLUDING THE DEPARTMENT 


OF DEFENSE, LOCATED IN TERRITORIES AND POSSESSIONS OF 
THE UNITED STATES GOVERNMENT AND IN FOREIGN COUNTRIES 


Based on Data Submitted by 
GENERAL SERVICES ADMINISTRATION 
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APPENDIX 3 


GENERAL SERVICES ADMINISTRATION, | 
Washington 25, D. C., August 16, 1968. 
General Services Administration Circular No. 80, Supplement No. 3. 
To: Heads of Federal agencies. 
Subject: Inventory of Federal real property holdings in United States 
Territories and possessions and in foreign countries. 


1. Purpose.—The Senate Committee on Appropriations has reques- 
ted the General Services Administration to compile a real property 
inventory report covering properties in the United States as of June 30, 
1955, and as of the end of each fiscal year thereafter. 

The Senate committee has also requested the General Services 
Administration to compile an additional real property inventory report 
covering federally owned properties outside of the continental limits 
of the United States, as far as security limitations will allow (S. Rept. 
411, June 2, 1955, independent offices appropriations bill, 1956). 

Pursuant to the Senate committee’s request, this supplement is 
issued to establish and maintain an inventory of federally owned real 
property outside of the continental limits of the United States. It 
provides for (a) an initial inventory report; (6) subsequent annual 
periodic inventory reports; and (¢) report forms with detailed instruc- 
tions for the preparation and submission of these inventory reports to. 
the General Services Administration by the holding agencies. 

2. Holding agency.—For purposes of this inventory, a holding 
agency is defined as one which has the authority to take possession of 
and assign and reassign such property, or any portion thereof, regard- 
less of the manner in which the property was acquired or what agency 
is currently using the property. This is in accordance with the provi- 
sions of section 3 of Accounting Systems Memorandum No. 32, issued 
by the General Accounting Office on April 13, 1954. 

3. Coverage.—This inventory shall cover all federally owned land, 
buildings, and other structures and facilities located in (a) Territories. 
and possessions of the United States, and (6) all foreign countries, as 
far as security limitations will allow. 

This inventory shall include (a) property acquired by purchase, 
donation, and other methods of acquisition; (6) United States public 
domain (as in Alaska); (c) lands reserved or withdrawn from United 
States public domain for national forests, national parks, or other 
conservation purposes. 

This inventory shall include any real property in which the United 
States has acquired a “‘life interest.’’ For purposes of this inventory, 
a “life interest’’ is defined to cover any real property which has been 
acquired by the United States by treaty or long-term lease and which 
the holding agency, as a matter of policy, considers as the equivalent 
of being federally owned. 

This inventory shall also include all buildings or structures owned 
by the Federal Government, whether or not on Government-owned 
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land. It shall also include real properties held in trust by the Federal 
Government, except trust territories administered by the United 
States under United Nations mandate. 

This inventory shall exclude (a) sovereign-owned land of the gov- 
ernments of the various United States Territories and possessions; 
(6) residential and farm properties acquired through foreclosure 
incident to lending operations or other Federal aid projects; (c) rights- 
of-way and easements; (d) leasehold improvements on leased land 
or leased buildings; and (e) machinery and processing equipment 
which are not part of the realty. 

4. Initial report—Each holding agency shall prepare and submit 
to the General Services Administration an initial report of its real 
property holdings outside of the continental limits of the United 

tates as of June 30, 1955. This report shall be submitted on GSA 
Form 1166F: Periodic Report of Federal Real Property in United 
States Territories and Possessions and in Foreign Countries (attached). 
An original and one copy of this report shall be submitted not later 
than October 1, 1955, to the Office of the Comptroller, General Services 
Administration, Washington 25, D. C. 

5. Annual periodic reports —Each holding agency shall prepare and 
submit to the General Services Administration a periodic report as of 
June 30, 1956, and as of the end of every oak sone thereafter on 
GSA form 1166F. 

These reports shall be submitted for (a) each newly acquired 
installation and (6) each installation previously repor to which 
increases or decreases of $1,000 or over have occurred since the sub- 
mission of the previous report. A new report shall be submitted 
covering the entire installation for changes of $1,000 or over, affect- 
ing any line item, or the total for the installation previously reported. 
Each periodic report shall show the net results of (a2) amounts reported 
for the entire installation in the previous inventory report; (6) addi- 
tions due to construction, purchase, or other acquisitions; (¢) deduc- 
tions due to sale, destruction, transfer, or other disposal; and (d) 
corrections of errors or omissions in the previous report. 

In addition, each holding agency sh repare and submit to the 
General Services Administration, for each bureau or other major 
organizational unit, a report on GSA form 1209F: Summary of 
Number of Installations Reported (Federal Real Property in United 
States Territories and Possessions and in Foreign Countries), at- 
tached, regardless of whether or not changes have occurred since the 
previous report. 

An original and one copy of each periodic om, (GSA forms 1166F 
and 1209F) shall be submitted annually to the Office of the Comp- 
troller, General Services Administration, Washington 25, D. C., not 
later than September 1 after the close of the fise Fasc 

6. Supporting real property records and related documents.—Wher- 
ever possible, data reported shall be based on detailed real property 
records and related documents in the holding agency’s files. ere 
such records or documents are not available, estimated data, so 
identified, may be used. However, as soon as practicable, detailed 
real property records and related documents shall be established and 
maintained on a current basis by the holding agencies. 

7. Instructions eg eparation of reports.—The instructions for the 
preparation of GSA Sows 1166 and GSA form 1209, as prescribed in 
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attachments la and 2a of GSA Circular No. 80, supplement No. 2, 
June 27, 1955, shall also apply to the preparation of the reports sub- 
mitted to GSA form 1166F and GSA form 1209F. 

GSA form 1166F is identical to GSA form 1166, except for blocks 
7 and 9 and the use of yellow a4 me stock. Special additional in- 
— applicable solely to the preparation of GSA form 1166F, 
ollow: 

Block 7. Continent and island group.—Enter the name and code 
number of the continent or island group on which the property is 
located as follows: 





Code Name > ’ Name 





North America Australasia. 
South America Shih tiara sregerdsaioes a Pacific Islands. 


























Block 9. United States Territory, possession or foreign country.— 
Enter the name of the United States Territory or possession or the 
name of the foreign country in which the property is located. 

Block 12. How acquired—Enter the method or methods of acquisi- 
tion of the federally owned property being reported. The methods 
of acquisition to be entered in this block are as follows: 

1. Public domain (applicable only in Alaska). 

2. Purchase, transfer, and donation. 

3. Life interest (applicable only in foreign countries. See sec. 
3 above for definition). 

Block 26. Remarks.—If it is necessary to classify or expand any 
entries beyond the space provided in the various blocks, make such 
notation in this block or on additional sheets, if required. 

Indicate whether or not the property being reported is being used 
by other than the reporting agency. Describe any significant second- 
ary usages of the land and the area so used, supplementing the data 
reported under block 11. 

In the event that the report covers property considered as excess to 
the needs of the reporting agency, so indicate in this block. 

8. Supply of forms —Copies of GSA form 1166F, GSA form 1209F, 
and additional copies of this supplement may be obtained from the 
Printing and Distribution Section, Administrative Facilities Division, 
Office of Management, General Services Administration, Seventh and 
D Streets SW., Washington 25, D. C.; telephone: Republic 7-7500 
(Government dial code 151), extension 6453. 

9. Agency liaison —You are requested to notify the Office of the 
Comptroller, General Services amibistration, as soon as possible 
of the official designated by you to serve as liaison on this inventory 
project for real property located in United States Territories and 
possessions and in foreign countries. 

10. Inquiries —For additional information regarding this circular, 
agency representatives may communicate with the Office of the 
Comptroller, General Services Administration, Washington 25, D. C.; 
telephone: Executive 3-4900 (Government dial code 156), extension 
4131. 

Epmunp F. Mansure, Admimistrator. 

Attachments. 
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APPENDIX 4 


FIFTH INTERMEDIATE REPORT 


SUBMITTED BY THE LEGISLATIVE AND REORGANIZATION 
SUBCOMMITTEE 


On — 27, 1955, the Committee on Government Operations had 
before it for consideration the progress report of its Subcommittee on 
property inventory of the United States Government, realty and 
personalty located in the continental United States, the Territories, 
and overseas as of June 30, 1955. 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


For the express on of determining, in accurate asset form, the 
acquisition cost of real and personal property of the United States 
Government located in the continental United States, the Territories, 
and in foreign countries, legislation was introduced by Congressman 


Martin Dies in the House of Representatives on January 5, 1955, 
which authorized the undertaking of such a study and the preparation 
of a spies ccike Pose se report of the United States Government. 


The responsibility for preparing such an inventory report has been 
assumed already by the fiews Committee on Government Opera- 
tions and assigned to a special staff of the Executive and Legislative 
Reorganization Subcommittee. 

The United States Government does not issue a financial statement 
as is done by all large businesses. There is no current listing of as- 
sets—only a listing of its liabilities is currently available, which are 
reported as being in the neighborhood of $275 billion. A compre- 
hensive property (real and personal) report has never been compiled 
in the history of our Government. The Senate Committee on Appro- 
priations prepared an inventory report on Federal real property located 
in the continental United States as of December 31, 1953, which was 
completed and presented by Senator Hayden on April 13, 1955. 

The property-inventory report will attempt to cover areas bypassed 
or deahestty not included in the Senate Committee on Appropriations 
report and, in addition to including current up-to-date realty inven- 
tories in continental United States, will cover the current personalty 
inventories of the United States Government (civilian and military) 
located in the continental United States, the Territories, and overseas. 

The jurisdiction of the House Committee on Government Operations 
is defined in the rule made effective January 2, 1947, as part of the 
Legislative Reorganization Act of 1946. Under section 101 of this 
act, the committee is charged with the responsibility of “‘studying 
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the operation of Government activities at all levels with a view of 
determining its economy and efficiency.” It is felt that the prepara- 
tion of a property-inventory report will be a marked step forward, 
under this responsibility, in encouraging efficiency and economy in 
the Government’s management supply program to facilitate the cross- 
servicing, distribution, procurement, stock management and control, 
storage, surplus disposal, and warehousing of personalty. In the real 
property field, a property-inventory report will affect the disposal of 
surplus property, restore property to private ownership, return such 
properties to the tax rolls of State and local governments, and encour- 
age suitable acquisitions between Government agencies, thereby pro- 
viding a ‘‘check”’ and availability status of areas where land or storage 
space is presently being held. 

Once a comprehensive property inventory is compiled, it will be 
kept current in order to achieve the desired goal in property manage- 
ment, usage, and disposal—in the realty and personalty areas— 
intended by the Congress and a proper concern of the Committee 
on Government Operations. Such valuable data, if accurately as- 
sembled and currently maintained, will have a marked effect on 
improved operations of the Federal Government, will definitely 
encourage efficiency, and will serve as a safeguard against irregularity 
and possibility of corruption in the management and disposal of the 
assets of the Government. It is recommended that once such data 
has been compiled, copies should be furnished each Member of the 
House and Senate on a definite schedule so as to inform the Members 
of Congress, by means of such data, with an accounting of the tax- 
payers’ assets. Such data could well serve as a basis for setting up, 
within the Committee on Government Operations of the House of 
Representatives, a ‘clearinghouse’ where a readily available check 
could be made on realty and personalty which is owned by the Govern- 
ment when a request is received to dispose of such properties. This 
effect would have a marked influence on improving the manner and 
methods of past property disposal practices. Such a check would 
prevent a situation where the Government might dispose of property 
one day and find it necessary the next day to acquire the same or 
similar property. 

Realty and personalty inventories, covering such indicated immense 
areas, have never been compiled. Accurate compilation of inven- 
tories within the Department of Defense, for instance, would have 
been impossible previously because of the accounting systems em- 
ployed within the Department and because of the size of its accumu- 
lated inventories of real and personal property. 

Under Public Law 216, section 410, 8ist Congress, the Secretary 
of Defense was directed to cause the maintenance of property records 
in the three military departments, so far as practicable, on both a 
quantitative and monetary basis, under regulations which he pre- 
scribed. It was directed that such property records should include 
fixed property, installations, and major items of equipment as well as 
supplies, materials, and equipment held in store by the armed services. 
The Secretary was further directed to report annually thereon to the 
President and to the Congress. 

Up to the present time, more than 5 years hence, no such reports 
have been received by the Congress. This has been due largely to the 
fact that the Department of Defense has not been under general 
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accounting control and due to the lack of records covering the sizable 
inventories held by the Department. The subcommittee staff was 
informed: by Defense representatives that a comprehensive, accurate, 
and complete inventory of Defense properties (real and personal) 
located within the United States, the Territories, and overseas, will 
be available, for the first time, as of June 30, 1955, and that such 
inventories will be maintained in the future on a 6-month-basis 
reporting system. 

Reports of the Commission on Organization of the Executive 
Branch of the Government (Hoover Commission) indicate that the 
personal. property in military warehouses ready for issue, as of June 
30, 1954, was estimated at $66 billion, and that the Defense Depart- 
ment holds 99.6 percent of total Government inventories of personal 
property classed as current assets reported by all departments and 
agencies of the United States Government. It is further reported 
that estimated capital assets of a personal-property nature, within the 
Department, are valued at $48.5 billion. These figures are included 
in this instance to present the members of the subcommittee with some 
idea as to one particular element of the inventory accounting which 
has never been covered previously and which will be included in the 
House committee property-inventory report. 

The subcommittee staff, in setting up a general format for such an 
inventory report, initially carefully studied the real property (in the 
United States) inventory report of the Senate Committee on Appro- 
priations and studied ways of improving, revising, and enlarging 
realty data contained in the report. 

Letters were prepared and dispatched to the following agencies 
requesting the appointment of representatives therefrom to assist the 
subcommittee staff in the assembling of data for a property-inventory 
report: 

Department of State 

Department of Defense 

Treasury Department 

General Services Administration 
United States Information Agency 
Foreign Operations Administration 

The General Accounting Office was consulted informally in this 
endeavor, and representatives have been assigned to work with the 
subcommittee staff. Data will also be obtained from the Architect 
of the Capitol and from the Department of the Interior. 

During the months of May and June 1955, a series of informal 
discussions and staff conferences took place on the subject of the 
scope of the inventory reporting. Each of the above-named agencies 
was assigned a definite area to cover and expressed interest with the 
idea of such a report, and complete cooperation was pledged in the 
preparation of the inventory report. Many questions were raised as 
to the areas to be covered by the participating representatives, the 
general scope of the inventories, the determination of acquisition cost 
in inventories, and many other aspects of reporting realty and per- 
sonalty inventory figures which will be listed in the inventory report. 
Where there were questions relating to elements to be reported from 
one Government agency to another—for instance, an accurate 
accounting of Government bonds, securities, and negotiable instru- 
ments which will be reported by the Treasury Department to the 
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General Accounting Office—separate staff conferences were held with 
the representatives concerned to afford a complete understanding and 
agreement of what would be expected by the subcommittee and a 
determination of the standardized channels of information and data 
from one agency to another. 

Government representatives working with the staff in the prepara- 
tion of the property-inventory report were informed, in detail, what 
would be expected in the way of reporting inventory properties and 
the manner of listing such inventories so that no security regulations 
would be violated in the preparation of the report. The representa- 
tives were informed that the chairman of the House Committee on 
Government Operations and the staff are aware of security regulations 
involved and that these regulations are considered of primal impor- 
tance. It was agreed by all representatives, and particularly the 
Defense representatives, that data will be compiled in a manner which 
will assure complete accuracy. At the same time it will be presented 
in an understandable fashion, listing overall figures with a breakdown 
applicable to items generally without definite figures in specified re- 
stricted areas. Substantiating documents covering restricted data 
will be available for those qualified to see and study on a need-for-use 
basis. It was pointed out to the Defense Department representatives 
that it is the intent purpose of the subcommittee to provide as many 
individual figures as possible on inventories without having general 
summaries and gap areas as has been observed in the preparation of 
data in the past, and the Defense representatives have agreed that 
complete figures will be furnished in all possible instances. It has 
been made quite clear that if the figures furnished by the Department 
representatives are not acceptable, the departments will be called 
upon to furnish further breakdown figures which will insure a clear, 
concise, and complete report of the area covered. 

It has been pointed out to the participating agency representatives 
that the subcommittee will require, for inclusion in its report, an 
accounting of realty and personalty inventories of the civilian Govern- 
ment agencies and the Department of Defense which are located in the 
Territories and overseas. An informal conference with a staff member 
of the Senate Appropriations Committee disclosed the possibility of 
obtaining such realty inventory listings in these areas for inclusion, or 
to be reported separately, in the realty-inventory report which is 
currently being revised by the Senate committee. The Executive 
and Legislative Reorganization Subcommittee was informed subse- 
quently that the Senate Committee on Appropriations will undertake 
such a realty inventory as described above, but no date for its publica- 
tion has been announced. 

It is the consensus of the staff that in order to present a truly 
concise picture of the assets of the United States Government, a 

roperty-inventory report should include Government realty assets 
ocated in this country, in the Territories, and abroad, together with 
personalty assets in these areas. By setting forth, in report form, an 
accurate and comprehensive listing of assets of the United States 
Government, the Members of Congress, as well as the general public, 
will be afforded a clearer picture of the net worth of this Government 
and provide an offset to the national debt. 
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A general breakdown of the areas being covered in the property- 
inventory report, the agencies reporting thereon to the subcommittee, 
and the aspects of inventories are shown on the attached table of 
organization. 

It should be borne in mind by the subeommittee members that 
the task of compiling realty and personalty inventory data in this 
first attempt will be tremendous and the figures listed in the property- 
inventory report will represent assets at acquisition cost levels. In 
some instances, where acquisition cost of public domain and trust 
properties cannot be accurately determined, such properties will be 
included in the report with proper notation affixed thereon indicating 
that no set asset value has been determined, or can be determined, 
on such properties. 

The work of the staff assigned this compilation is progressing daily 
and considerable accomplishment has been made in the ways, means, 
and methods of pene: as data required for the report. Proper 
contacts have been made with representatives of Government agencies 
who will work with the staff of the committee. Cooperation is being 
received in the accomplishment of this all-important endeavor. 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 

Washington, D. C., March 28, 1956. 
Hon. Sam Raysurn, 

Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: By direction of the Committee on Govern- 

ment Operations, I submit herewith the thirteenth intermediate report 
of its Subcommittee on Public Works and Resources. 


Wiiuram L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On March 21, 1956, the Committee on Government Operations 
had before it for consideration a report of its subcommittee entitled, 
“Certain Activities Regarding Power, Department of the Interior 
(Changes in Power Line Regulations).”’ 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report 
of the full committee. The chairman was directed to transmit a 
copy to the Speaker of the House. 


INTRODUCTORY STATEMENT 


This report covers the findings of the Public Works and Resources 
Subcommittee of the House Committee on Government Operations 
resulting from its investigation of certain changes in the regulations 
of the Department of the Interior governing rights-of-way for 
electric power lines across lands under the Department’s jurisdiction. 
The Department of the Interior has jurisdiction over some 156,315,664 
acres of federally owned land in the continental United States, ex- 
clusive of Alaska, concentrated primarily in the 11 Western States. 
The Secretary of the Interior also is charged by law with the duty of 
marketing electric power generated at Government-built dams 
operated by the Bureau of Reclamation in connection with reclamation 
projects and by the Corps of Engineers of the United States Army in 
connection with flood-control and navigation projects outside the 
Tennessee Valley area. In the fiscal year 1954 the Department of 
the Interior sold over 46% billion kilowatt-hours of electric power, 
producing revenues of $108,772,975 to the United States Government. 

Various Federal laws give a preference right in purchasing Federal 
power to nonprofit at, electric cooperatives and to municipalities 
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and other public agencies. The laws also require the Secretary to 
transmit this power so as to make it available to the preference 
customers, thereby encouraging widespread use of federally generated 
electric power at low cost. 

The advantages the country has received from the Federal power 
program are matters of common knowledge. Farmers throughout 
the Nation have benefited economically and otherwise because of 
this inexpensive, efficient power; great cities have grown with its aid 
and the Pacific Northwest and Tennessee Valley, to name only two 
areas, have been transformed into regions of humming activity; and 
the great demands of World War II and of the current defense program 
for aluminum and atomic energy have been met largely by Federal 

ower. 
f Commencing early in 1953, however, the new officials in the execu- 
tive departments commenced a determined effort to sabotage and 
wreck the Federal power program. Many of these efforts are chron- 
icled. elsewhere in other hearings and reports of the Subcommittee on 
Public Works and Resources' and of others.* 

This report deals with a group of changes in the Department of the 
Interior’s regulations which were promulgated by Under Secretary of 
the Interior Ralph A. Tudor on August 11, 1954, without any advance 
public notice, without consultation of any kind with representatives 
of the statutory preference customers, a group which was seriously 
and adversely affected, and even without consultation with the heads 
or other representatives of the Interior Department power and land 
management agencies. The changes were in the larger and more 
significant part copied verbatim from an anonymous draft supplied 
by a registered lobbyist of the Pacific Gas & Electric Co. 

The committee is gravely concerned both with the changes which 
were made in the regulations and with the irresponsible manner in 
which they were considered and adopted. A major argument used 
by the then Solicitor (now Under Secretary) Clarence A. Davis in 
urging the adoption of the most serious change was demonstrated b 
the testimony to be factually fallacious. The legal arguments ad- 
vanced by the Solicitor in behalf of the changes were biased, shallow, 
and unsound, and his analysis of the old, regulations was misleading. 

The conduct of the present top officials of the Interior Department 
(Secretary Douglas McKay, Under Secretary Clarence A. Davis, and 
Assistant Secretary for Water and Power Fred G. Aandahl) in this 
instance and in others * shows clearly that such matters as congres- 
sional intent, objective analysis, and fair dealing are of little concern 
to them in their rush to cripple and thwart a sound Federal power 
program as established by Congress. 


1 See hearings on Effect of Administrative Acts and Policies of Department of Interior and REA on 
Rural Electric Cooperatives, Public Bodies, and Municipal Electrics, Committee on Government Oper- 
ations, 84th Congress. 

2 See hearings entitled ‘‘Power Policy” before a subcommittee of the Committee on the Judiciary, U. 8. 
Senate, 83d Cong., Monopoly in the Power Industry, interim report of the subcommittee of the Committee 
on the Judiciary on Antitrust and Monopoly, U. 8. Senate, 83d Cong., (committee print): Interim Report 
on Dixon-Yates Contract to the Senate Subcommittee on Antitrust and Monopoly (84thCongress). 

§ For example see hearings October 11 and 12, 1955 (Effect of Administrative Acts and Policies of De 
ment of Interior and REA on Rural Electric Coo tives, Public Bodies, and Municipal Electrics), 
where the subcommittee discovered that Assistant tary Aandahl, with the knowledge and concur- 
rence of Secrotary McKay and Undersecretary David, had suppressed a vital and lengthy Attorney Gen- 
eral’s opinion of July 15, 1955, dealing with the rence rights of the Georgia Electric Membership Co- 

rative while the Department tried to force t eee into a very unfavorable arrangement with 
Gouge Power Co. The Attorney General stated that the ion of those officials ‘‘flouts the con- 
iona ag se”’ and would result in the “emasculation” of the preference clauses of the various laws. 
this, the officials named hid the opinion in a drawer or safe and continued to push for the arrange- 

ment the Attorney General had condemned. The Attorney General's opinion is set Out in appendix F. 
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In the course of the hearings, a question arose regarding noncon- 
stitutional privileges which may be invoked by witnesses before con- 
gressional committees. The question will also be considered in this 
report. 


CONCLUSIONS 


1. The changes made on August 11, 1954, in the regulations gov- 
erning power line rights-of-way crossing Federal lands under Interior 
Department jurisdiction (43 C. F. R., pt. 244) and the actions of the 
top officials in that Department in connection with the changes 
demonstrate that those officials are willfully following policies and 
practices designed to subvert the Federal laws set up to give preference 
to rural electric cooperatives and public agencies in the marketing of 
power generated at Federal dams. 

2. The changes in the regulations described in conclusions No. 8, 
9, and 10 were adopted by the Interior Department verbatim from an 
anonymous document delivered personally without a covering letter 
or memorandum by a registered lobbyist of the Pacific Gas & Electric 
Co. to the then Solicitor and now Undersecretary of the Interior 
Clarence A Davis, following Mr. Davis’ request to the lobbyist to 
secure for him the views of the western electric utility companies on 
the changes they would like to see in the regulations. The revision 
described in conclusion No. 11 s beyond that requested in the 
anonymous document. In all, of the 13 changes suggested in the 
document, the Department adopted 10 verbatim, 1 with a single 
word added, 1 basically with a language change, and | was not adopted. 

3. The anonymous document was prepared in the office of the Idaho 
Power Co. following consultations among the utility company attor- 
neys. 

4. The Pacific Gas & Electric Co. and the Idaho Power Co. are two 
of the companies with which the Interior Department bad the most 
difficulty in securing arrangements for the transmission of Federal 
power. These difficulties had led to the adoption of the wheeling 
regulation (43 C. F. R. 244.44 (d)). 

5. At the time Solicitor Davis asked the P. G. & E. lobbyist to 
get the utility company suggestions, Mr. Davis knew P. G. & E. had 
on appeal in his office several applications for rights-of-way which 
had been rejected because of the company’s refusal to follow the 
regulations. The August 11, 1954, changes rendered the cases largely 
moot and enabled the company to withaneer the appeals. 

6. The changes made on August 11, 1954, were engineered by 
Solicitor Davis and the Acting Secretary of the Interior Department, 
Ralph A. Tudor— 

(a) Without any notice to, consultation with, or clearance by 
the agencies of the Department concerned with the marketing of 
federally generated power or the management of Federal lands; 

(b) Without any notice to or consultation with the represent- 
atives of the atice | electric cooperatives or public agencies which 
have a statutory preference to federally generated power and 
which were adversely affected by the major change; 

(c) Without adequate, if any, consideration of the background 
of the regulations which was in the Department files; and 

(d) Without any press release publicizing the changes. 

7. Section 244.44 (dy af title 43, Code of Paderal Regulations, as it 
existed immediately prior to August 11, 1954, was valid. That sec- 





eee wei eee ee ae 











4 CERTAIN ACTIVITIES REGARDING POWER 





tion required applicants for power line rights-of-way across Federal 
lands under Interior Department jurisdiction (other than Indian 
lands) to agree to allow the Government to utilize any unneeded 
excess capacity in the lines as certified by the holder to transmit 
(wheel) Government power to Federal agencies, to rural electric 
cooperatives and public agencies (statutory preference customers), 
and to other Federal customers not served by the applicant, subject to 
reasonable terms and conditions including (a) payment by the Gov- 
ernment of its share of the costs and of the amortization and interest 
charges, (b) reasonable use by the Government, (c) recapture of the 
use of the line by the right-of-way holder on 30 months’ notice, and 
(d) the granting of reciprocal aie in Government lines. 

8. The elimination by the Interior Department of section 244.44 
(d) of title 43, Code of Federal Regulations, and of language in three 
other sections related thereto was contrary to the public interest in 
the following respects: 

(a) It gives away valuable rights the Government otherwise 
would have had; 

(6) It makes the sale of federally generated power more diffi- 
cult and costly; 

(c) It will tend to thwart the intent of Congress that the laws 
giving preference in the sale of such power to rural electric 
cooperatives and public agencies be administered effectively; 

(d) It will make it more difficult and costly for rural electric 
cooperatives and public agencies to secure the power to which 
they are entitled by law; 

(e) It will make the development of the phosphate deposits in 
Idaho, Utah, Montana, and Wyoming more difficult and costly 
thereby retarding the production of low cost fertilizer for the 
farmers in the Western and Midwestern States; 

(f) It tends to permit the monopolization of federally generated 
power by the privately owned electric utility companies, contrary 
to the intent of Congress; 

(g) It tends to raise the cost of power for domestic and agri- 
cultural users; and 

(A) It destroys an effective tool the Government had in work- 
ing out satisfactory arrangements for transmission of its power. 

9. The amendment by the Interior Department, on August 11, 
1954, of section 244.9 (a) of title 43, Code of Federal Regulations to 
require the power line right-of-way holders to comply only with 
existing regulations instead of existing and future regulations was not 
in the public interest. It eliminated the power of the Secretary of 
the Interior effectively to make necessary lawful and reasonable 
changes in the regulations as future unforeseen conditions may dictate. 
It will lead to unnecessary confusion and complications in adminis- 
tering the Federal lands. 

10. The revision by the Interior Department of section 244.21 (a) 
of title 43, Code of Federal Regulations on August 11, 1954, so as to 
prevent the Government from charging an annual rental of more than 
$5 per mile for a 100-foot wide power line right-of-way for its first 5 
years was not in the public interest since the annual rental value of 
some lands such as those in timbered areas where growth on the 
right-of-way is suppressed or in suburban areas may far exceed $5 
per year for the 12.12 acres in each mile of such a strip. 
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11. The revision by the Interior Department on August 11, 1954, of 
section 244.44 (b) of title 43 Code of Federal Regulations so as to 
eliminate the affirmative obligation of a holder of a power line right- 
of-way across Federal lands to avoid inductive interference even with 
existing Federal communication facilities was not in the public 
interest since it may result in an unnecessary added expense to the 
Government which properly should be borne by the right-of-way 
holder or in the unnecessary lowering of the efficiency of Government 
communication facilities. 

12. The refusal of the Solicitor to adopt the anonymous document’s 
suggestion that section 244.9 (m) of title 43, Code of Federal Regula- 
tion be eliminated so as to destroy the rights-of-way reserved by the 
Government for its own reservoirs, dams, and other irrigation and 
hydroelectric works was dictated by the belief that such a change 
would require congressional action and that it was not in the public 
interest. 

13. The attorney in the Department of the Interior who was as- 
signed to work on the regulations discussed them with representatives 
of the Pacific Gas & Electric Co. while they were under consideration 
and used inaccurate information received from one of the company’s 
registered lobbyists in urging the elimination of the wheeling provision. 

14. A major argument used by Solicitor Davis in his memorandum 
urging the elimination of the wheeling regulation was that the utility 
companies were refusing to obtain rights-of-way across Federal lands. 
This statement, alleged to have been made by the P. G. & E. lobbyist, 
was not true. A cursory check within the Department would have 
revealed its falsity, but no such check was made. 

15. In his memorandum urging the changes in the regulations, 
Solicitor Davis clearly implied that the wheeling regulation was illegal 
and in so doing disregarded the two recent major court decisions up- 
holding wheeling provisions which had been called to his attention 
by his own staff. In his testimony, Mr. Davis admitted that the 
question was an administrative one, not a legal one. The memoran- 
dum failed to present the then existing regulations accurately in 
several other respects. 

16. The actions taken by the top Interior Department officials and 
the manner in which the changes in the regulations were accomplished 
demonstrate that further legislation is needed to assure that congres- 
sional intent is carried out. 

17. No adequate guide exists delineating the nonconstitutional 
common-law privileges which may be successfully invoked by wit- 
nesses before congressional committees. 


RECOMMENDATIONS 


1. Congress should enact legislation to put into statutory form the 
tae principles of the eliminated wheeling provision (43 CFR 244.44 
2. In view of the increasing importance of the natural resources 
owned or controlled by the Federal Government to the economy and 
well-being of the Nation and in view of the widespread interest in the 
administration of those resources, Congress should enact legislation 
requiring the Secretary of the Interior and other officials having 
jurisdiction over such resources to publish notice of proposed regu- 
75147—56——2 
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lations in the Federal Register at least 30 days in advance of their 
adoption. This would give the public an opportunity to present 
arguments favoring or opposing the ea regulations. The period 
of notice could be shortened or eliminated where the responsible 
official finds in writing that an ee exists and states the reasons 
for such finding. The issuance of regulations relating to federally 
owned resources is not covered by the advance notice provisions of 
the Administrative Procedures Act. 

3. The Secretary of the Interior should amend sections 244.9 (a), 
244.21 (a), and 244.44 (b) to eliminate the objections stated in con- 
clusions Nos. 9, 10, and 11. 

4. The appropriate committees of Congress should consider whether 
or not legislation is desirable to define the privileges which may be 
asserted by witnesses before congressional committees. 


THE AUGUST 11, 1954, CHANGE IN THE INTERIOR DEPARTMENT 
REGULATIONS 


On August 11, 1954 (Federal Register, vol. 19, pp. 5178-79), the 
Department of the Interior made 13 changes in the regulations relating 
to rights-of-way for electric power lines over lands within its jurisdic- 
tion (other than Indian lands). A comparative text of the regulations 
before and after the changes is set forth in Appendix A. The compara- 
tive text is keyed to show the changes which were suggested in a com- 
pletely anonymous document delivered to Mr. Clarence A. Davis, 
then Solicitor and now Under Secretary of the Interior, at his request, 
by Herman Kruse, a registered lobbyist of the Pacific Gas & Electric 
Co. The anonymous document appears as appendix B. Robert H. 
Gerdes, executive vice president of the Pacific Gas & Electric Co., 
testified that the document had been prepared by the Idaho Power Co. 
on the basis of the recommendations of the attorneys for a group of 
the major western electric power companies. (See hearings, p. 394.) 

A comparison of the anonymous document and the text of the 
August 11, 1954, changes shows that of the 14 subsections changed, 
10 were changed verbatim, as suggested in the anonymous document; 
in 1 case, only 1 word was added to the P. G. & E. proposal; in 1 
other case, the anonymous document’s suggestions were followed 
basically, although with some change in language and 1 section was 
changed, but not to the extent requested. One change in the regula- 
tions was not suggested by the document, but benefited the privately 
owned utility companies. Conversely, an examination of the anony- 
mous document shows that of the 13 changes suggested by that 
document, 10 were adopted verbatim, 1 with 1 word added, 1 basically 
with a language change, and 1 was not adopted in substance. 

The committee believes that several of the changes are seriously 
adverse to the public interest and tend to thwart the congressional 
intent. That intent, as expressed in the Flood Control Act of 1944, 
the reclamation laws, the Bonneville Power Act, and the Fort Peck 
Project Act, is that power generated at Federal dams shall not be 
used to foster a privately owned utility monopoly, but shall be sold 
and transmitted to nonprofit rural electric cooperatives, municipali- 
ties, and other public bodies which are given statutory preference to 
the power. 
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The committee believes also that the manner in which the changes 
were ere demonstrates that the responsible Interior Depart- 
ment officials are determined to subvert and are subverting the laws 
they have taken oaths to enforce and in doing so have not acted 
consistently with the standards expected of public officials. 

The manner in which the changes were accomplished will be dis- 
cussed later in the report. For the present, let us consider the changes 
themselves. 

STATUTORY BACKGROUND 


The Secretary of the Interior is authorized to grant rights-of-way 
for electric power lines across lands under his jurisdiction (other than 
Indian lands) by two basic statutes. The act of February 15, 1901, 
(31 Stat. 790, 43 U. S. C., sec. 959) authorizes him to grant such 
rights-of-way for electric power lines for indefinite periods, subject to 
revocation by the Secretary of the Interior. The act of March 4, 
1911, (36 Stat. 1253, 43 U.S. C., sec. 961) authorizes the Secretary 
to grant electric power line rights-of-way for periods not exceeding 50 
years. Under both acts, the rights-of-way are subject to rules and 
regulations issued by the Secretary. 

he Secretary of the Interior is also charged by various statutes 
with the duty of marketing power generated at all Federal dams out- 
side the Tennessee Valley region. For the scope of this inquiry, the 
basic statutes involved are section 5 of the Flood Control Act of 1944, 
(58 Stat. 890, 16 U. S. C., sec. 825s) as amended, the Bonneville 
Project Act (50 Stat. 731, 16 U.S. C., sec. 832), the Fort Peck Act 
(52 Stat. 403, 16 U.S. C., see. 833), the reclamation laws culminating 
in the Reclamation Project Act of 1939 (53 Stat. 1187, 43 U.S. C., 
sec. 485) and the Falcon Dam Act of June 18, 1954 (68 Stat. 255). 
The Tennessee Valley Authority Act (48 Stat. 58, 16 U.S. C., sec. 831), 
the Atomic Energy Act of 1954 (68 Stat. 921, 42 U.S. C., sec. 2011) 
and the Federal Power Act (41 Stat. 1063, 16 U.S. C., see. 791a) as 
amended, are also of significance. 

These statutes set forth the congressionally enacted policy governing 
the disposal of power generated at Federal dams. They provide 
without exception that in the disposal of such power, preference shall 
be given to public bodies and cooperatives. No principle has been 
more firmly established, whether the majority in the Congress enacting 
the laws was Democratic or Republican. Every reasonable person 
must agree that the history of repeated enactments of the preference 
clause can only mean that Congress intends definitely, firmly and 


beyond doubt, that federally generated power shall be sold to public 
bodies and cooperatives where reasonably possible and that the 
executive departments shall act affirmatively to achieve that end. 
This principal, om. gm to preserve the benefits of the Federal projects 


for the people and to serve as a buffer against a private power 
monopoly, is a keystone of Federal power policy. 

Almost as firmly established is the principle that the responsible 
Federal agencies can and should transmit or secure the transmission 
of federally generated power to points where the public bedies and 
cooperatives can pick it up. Indeed, without such transmission, the 
preference clause would be largely meaningless. In discussing section 
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5 of the Flood Control Act of 1944,‘ the Attorney General in an 
opinion of July 15, 1955 (which was suppressed by high officials of 
the Interior Department), stated: 


Congress knew that public bodies or cooperative whom it wished to benefit 
would hardly be likely to own or control transmission lines reaching out to a 

wer project, and hence it could not have intended them, in order to contract 
or power, to be possessed with those facilities in advance. 


And later in the same opinion, he said: 


It is true that, as enacted, the section does not confer upon the Secretary of the 
Interior an untrammeled authority to build or acquire transmission lines at the 
cost of the Government in order to make the power available to these organiza- 
tions; he can do so only from funds to be appropriated by the Congress—and in 
this case, no such funds have been appropriated. Yet is is apparent to me that 
this restriction on the Secretary’s authority cannot be taken as evidence of an 
intention to cirecumscribe the preference provision to a degree that would render 
it inoperative as a practical matter. 


In addition to the Flood Control Act of 1944, which authorizes and 
directs the Secretary of the Interior to “transmit and dispose’”’ of the 
power, the followimg acts require him to transmit power: Bonneville 
Power Act (sec. 2), Fort Peck Project Act (sec. 2), and the Falcon 
Dam Act. The Reclamation Act of 1939, does not specifically require 
the Secretary to transmit the power, but when read in pari materia 
with the other laws relating to federally generated power, and with 
the many appropriations made for lines to transmit Bureau of Recla- 
mation power, it is obvious that. Congress intends that the Secretary 
of the Interior shall, when feasible, transmit such power to points for 
pickup by preference customers. The Tennessee Valley Authority 
Act also contains specific provisions for the transmission of power. 

The committee believes that it is the clear duty of the Secretary to 
make every effort to secure the transmission of Federal power through 
arrangements with other power line owners under which they will 
transmit (wheel) the power to preference customers and it is his duty, 
in carrying out the statutory policies, to request appropriations for 
federally owned transmission lines where this cannot be done. 

In his findings of fact in Idaho Power Co. v. Chapman (U.S. District 
me - C., Civil 4540-50) on June 2, 1952, Judge Walter M. Bastian 
ound: 


The defendant has also been authorized to enter into so-called wheeling arrange- 
ments whereby power owned by the United States can be transmitted over lines 
owned by private companies. In recent years, various congressional committees 
have strongly urged the use of wheeling agreements in lieu of new construction. 
(See hearings, p. 89.) 


4 “Sec, 5. Electric power and enerey erated at reservoir projects under control of the War Department 
and in the opinion of the Secretary of War not required in the operation of such projects shall be delivered 
to the Secretary of the Interior, who shall t and dispose of such power and energy in such manner 
as to encourage the most widespread use thereof at the lowest possible rates to consumers consistent with 
sound business principles, the rate schedules to become effective upon confirmation and approval by the 
Federal Power Commission. Rate schedules shall be drawn ha regard to the recovery (pen the 
basis of the application of such schedules to the capacity of the electric facilities of the projects) of the cost 
of producing and transmitting such electric energy, including the amortization of the capital investment 
allocated to power over a reasonable period of . Preference in the sale of such power and yw shall 
be given ood pony bodies and cooperatives, The Secretary of the Interior is authorized, from funds to be 
appropriated by the Congress, to construct or acquire, by purchase or other agreement, only such trans- 
mission lines and related facilities as may be necessary in o to make the power and energy generated at 
said pro available in wholesale quantities for sale on fair and reasonable terms and conditions to facilities 
owned by the Federal Government eo bodies, cooperatives, and privately owned companies. All 
moneys recei from such sales shail deposited in the Treasury of United Bintan on sulesallencons 
s,”* 


§ See Attorney General’s opinion of July 15, 1955, to Secretary of the Interior on disposal of power from 
Clark Hill Dam (appendix y ‘i 
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A recent example of this congressional mandate is found in the 
report of the Senate A iations Committee on the Interior De- 
partment appropriation bill, 1954 (S. Rept. No. 455, 83d Cong., Ist 
sess., p. 16), which stated: 

The committee reiterates its view that efforts should be made to secure wheeling 
contracts wherever le, and that the Federal Government should build trans- 
mission lines only when such agreements cannot be pn otiated at comparable cost 
to consumers; the only exception to this policy should be with respect to main 
lines for the purpose of connecting Federal hydroelectric plants, where the ben- 
efits from the integration justify the expenditure. 

This mandate of several years’ standing was discussed at some length 
at the hearings. (See hearings, pp. 48, 108, 120, 121, 251.) 

To summarize, the legislative background demonstrates a clear and 
definite intention of Congress: (1) that public bodies and cooperatives 
shall have a sinahinghil peetinetins right to purchase federally gen- 
erated power; (2) that the Secretary of the Interior shall secure the 
transmission of that power to points where it can be picked NY by 

reference customers either by asking for appropriations to build the 
fies or by making wheeling arrangements over limes owned by others; 
and (3) in recent years, Congress has strongly urged the use of wheel- 
ing agreements to the extent possible. 


FACTUAL BACKGROUND 


The committee believes that the most serious change made in the 
regulations on August 11, 1954, was the elimination of subsection 
244.44 (d) of title 43, Code of Federal Regulations. Our analysis of 
the factual gc, abo will, therefore, be confined to that subsection, 


although other changes will be discussed elsewhere in this report. 

Subsection 244.44 (d), as it read when eliminated, was admirably 
summarized by Judge Bastian in his findings of fact in Idaho Power 
Co. v. Chapman (supra) as follows: 


* * * Provides generally that upon certification by any permittee that excess 
capacity exists in any transmission line constructed over lands included in the 
permit, the Department of the Interior of the United States will be allowed to 
utilize such excess capacity for transmission of its electric power. The regulation 
also provides that if no excess capacity is certified, the existing capacity of the 
line may be increased at the Government’s expense and the increased capacit 
utilized by the Department of the Interior. This regulation further provides (a 
that all interconnections will be made in a manner conformable to approved 
standards of practice, (b) that all expenses of interconnection will be borne by 
the Department, (c) that transmission of electrical power by the Department 
will be effected in a manner that will not interfere unreasonably with the per- 
mittee’s operation of the line, (d) that the permittee will not be obligated to allow 
transmission over its lines by the Department of electrical power to any person 
receiving services from the permittee on the date of filing the application for a 
permit, other than persons entitled to statutory preference, (e) that the Depart- 
ment will pay an equitable share of the monthly cost of maintaining and operating 
that part of the line utilized by the Department, (f) that upon 30 months’ notice 
the right to use excess capacity may be revoked, and (g) that reciprocal accom- 
modations shall be made for transmission of electrical power of the permittee’s 
over the interconnecting system of the Department. (See hearings, p. 89.) 


It may be noted from subparagraph (8) of the regulation (appendix 
A) that the monthiy cost to the Government also included— 


interest and amortization, in accordance with the system of accounts, prescribed 
> the Federal Power Commission, on the holder’s net total investment (exclusive 
re) 


any investment by the Department) in the part of the line utilized by the 
Department. 
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: oy phe to the subcommittee showed that the enactment 
of the Flood Control Act of 1944 greatly increased the responsibility 
of the Secretary of the Interior to transmit and, dispose of power 
generated at Federal dams. That act required him to market. the 

ower from dams built and operated by the Corps of Engineers of the 

nited States Army, outside the TVA area. (See hearings, p. 118.) 
In addition, as we have seen, congressional pressure to secure, where 
feasible, wheeling agreements in lieu of building new lines, constantly 
increased. 

The former Solicitor, Mastin G. White testified that when he came 
to the Department of the Interior in 1946, the problem of securing 
wheeling rights was becoming increasingly acute. Increasing resist- 
ance from the privately owned utility companies was being encoun- 
tered as the Secretary attempted to carry out his duty to transmit the 
power and to give cooperatives and public bodies preference. It 
should be remembered in this connection, however, that the private 
utilities and other non-Federal users could and did build lines to se- 
cure Federal power and that the regulation in question provided only 
for the utilization of unneeded excess capacity in those lines. 

By 1948, the problem of securing wheeling privileges had become 
critical in several areas. The Interior Department, which is also 
responsible for the development of minerals on the public lands, was 
very desirous of bringing into production the low-grade phosphate 
deposits in southeast Idaho, northwest Utah and Wyoming and south- 
west Montana. These phosphate beds, which contain over 60 percent 
of the Nation’s supply of that mineral, could provide relatively cheap 
fertilizer for the farmers of a large part of the West and Midwest. In 
some instances, these farmers were paying $30 to $70 per ton more for 
phosphate fertilizer than were the farmers in the Tennessee Valley 
where smaller deposits were being developed with low-cost TVA 

ower. 
. According to the Interior Department studies, substantial amounts 
of low cost electricity was needed to process these low grade western 
deposits. Use of federally generated power seem to be the best, if 
not the only answer to this need. The Department, through the 
Bureau of Reclamation and the Bonneville Power Administration, 
prepared a study showing how these deposits could be developed and 
proposing that the United States construct, own and operate a trans- 
mission line, a key element of which would connect the eastern and 
western parts of the southern Idaho region. The report was sent to 
ee Pacific Northwest delegation in Congress and to the Idaho Power 

0. 

Within a month, the Idaho Power Co. applied for rights-of-way 
over Federal public lands for a 230-kilovolt line which was the same 
line and capacity proposed for the Government line. Interior De- 
partment studies showed that the company had no present need for 
a 230-kilovolt line. Its application evidently was designed largely 
to forestall Government construction of the line under the congres- 
sional policy previously discussed. 

6 For example, see Decision of the Presiding Examiner, Federal Power. Commission, issued May 6, 1955, 
in the matter of Idaho Power Co., Project No. 1971, No. 2132 and No. 2133 where the examiner found: 

“(157). About 60 percent of the national phosphate rock deposits are located, on Federal lands, 

regional and national 


4n and around southeastern Idaho; there appears to be a need for high con- 
phosphate fertilizer. . set 


“(158). Greater utilization of these phosphate resources, of which a large — are furnace grade, might be 
fostered by an abundant supply of electric power at about the prevailing Federal wholesale rate.” 
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The Interior Department then proposed :that it grant the right-of- 
way and that the company allow the Government to use the unneeded,’ 
unused excess capacity of the line to transmit Federal power upon 
payment by the Government of an equitable share of the operation 
and maintenance costs. The company did not agree to this proposal. 
(See hearings, pp. 12, 45-48.) 

At the same time the Department was encountering these diffi- 
culties with the Idaho Power Co., it had also run into a refusal of the 
Pacific Gas & Electric Co. in California to wheel power to preference 
customers. As stated by Mr. Robert H. Gerdes, executive vice 
president of the company: 


The Department of the Interior for a period of 10 years more or less, prior to 
1951, had been urging us to include a so-called wheeling provision in our contract 
with the Bureau under which we purchase Shasta power and we had refused to 
do that. (See hearings, p. 436.) 


The P. G, & E. has a policy of taking over all the electric business 
in its so-called service area, thus effectively eliminating all competi- 
tion. For example, Mr. Gerdes testified as follows: 


Mr. Lanigan. You mentioned the service area of the Pacific Gas & Electric 
Co. as being northern California and into central California, is that correct? 

Mr. Gerpes. Generally, it runs from a point in the south about 20 miles north 
of Santa Barbara over to a point a few miles below Bakersfield, and from those 
southerly limits it runs generally through California to about 75 miles north of 
Eureka on the coast side to generally in the area of the Pitt River, and somewhat 
this side of Mount Shasta on the inland side. In that general area there are other 
agencies that distribute power. 

Mr. Lani@an. Has it been the policy of the company to the extent that it 
could feasibly do so, to absorb the other privately owned utility companies 
within the service area? 

Mr. Gerpes. Over the years the Pacific Gas & Electric Co. has absorbed 
many other companies, and in doing so it has affected economies that are very 
large in amount and those economies have been passed on to the rate payers in 
the form of lower rates. 

Mr. LANIGAN. I was just wondering, I notice in your 1954 report you state 
that you had taken over the Coast Counties Gas & Electric Co. and stated—“Our 
interest in acquiring this property had extended over a period of years.” 

So you actually want to go out and take the various companies in this area 
and unite them into the P. G. & E. system, is that right? 

Mr. Gerpes. We believe the interest of the customers of the area is served 
vastly greater by having a single integrated system serving the area rather than 
a lot of separate companies. 

Mr. Lanican, I take it you believe the interests of the Pacific Gas & Electric 
Co. are likewise served. 

Mr. Gerpes. The interests of Pacific Gas & Electric Co. are likewise served. 
In that connection may I point out that our rates, whether we are serving one 
small area or a large area, are all subject to regulation by the California commis- 
sion. (See hear ngs, p. 455.) 


The P. G. & E. was fundamentally opposed to allowing the Govern- 
ment to wheel power to statutory preference customers in its service 
area, which would imperil its monopoly. In reply to the question, 
“What are your objections to the imposition of compulsory wheeling 
requirement as set forth in that regulation?’’, Mr. Gerdes replied: 


Well, of course, fundamentally the objection is, and we gave in to this when we 
made our 1951 contract, fundamentally there is no reason why in my opinion we 
should permit our lines to be used to enable the Government to take away our own 
customers. 

Now that is the fundamental objection to it. {t would be like a shoe merchant 
allowing his own store to be used by a competitor to take away his own business. 
But, be that as it may, we made a wheeling agreement in 1951. Now, that is the 
fundamental objection to it. 
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With regard to the objection to the wheeling provisions in these regulations, 
what the regulations did was to attempt to provide a general requirement of 
wheeling for the future. 

Well, there are many complex problems that I am not competent to tomment 
fully on with regard to having one line, transmission line, contact another and 
tranemit power over that line. You have got questions of voltage, = have got 
questions of reactive, you have got many different t¢ of qu that the 
engineers indicated to me made it an unworkable scheme, and because it was 
believed by them to be unworkable, they requested me to see what we could do 
to get it changed. (See hearings, pp. 441-442.) 

This refusal to wheel power was not a local phenomenon. Wit- 
nesses testified that the Department also encountered great difficulties 
in North Carolina and Georgia in securing wheeling arrangements, 
some of which are still unresolved. Testimony before another com- 
mittee revealed that the Montana Power Co. had refused to wheel 
Bureau of Reclamation power to cooperatives in Montana.’ 

Thus the Secretary faced increasing pressure by Congress to secure 
the wheeling of Federal power to the statutory preference customers 
and increasing resistance by the privately owned utilities to make the 
agreements. He also had the mandate of the Flood Control Act of 
1944 and of other laws to transmit the power and the desire to avoid 
costly duplication of facilities. In many cases, the utilities had built 
and were building lines with capacities adequate to carry from Federal 
dams large amounts of power which they obviously wished to control 
and to appropriate for themselves, thus thwarting the congressional 
intent that the power from these dams not fall into the hands of private 
monopoly to be used for a profit, but rather go to the nonprofit rural 
electric cooperatives and to local publicly owned power systems. 

Finally, the Secretary had the responsibility for securing the maxi- 
mum development of the phosphate resources under his jurisdiction 
and the very natural desire to see them processed into low cost fertilizer 
for the farmers in the western regions of the Nation. 

In this atmosphere, in 1948, the first regulation was issued requiring 
applicants for power line rights-of-way across Federal lands to agree 
to allow the Government to use the excess capacity in those lines to 
transmit Federal power (13 Fed. Reg. 6214).8 

That first wheeling regulation was of a stopgap nature, somewhat 
sketchy in its terms. Consequently, after hearing the representatives 
of certain utility companies which wanted it repealed entirely and 
after consulting with members of the Power Division. and of other 
agencies in the Department, the former Solicitor, Mastin G. White, 
rewrote the section to make it clearer and more definite, to limit it to 
transmission lines of 33 kilovolts and over and to eliminate pos- 
sible retroactive features. The revision was adopted on July 18, 
1949 (14 Fed. Reg. 4620). A transcript of the hearing was made at 
the utility companies’ request and expense. 


7 Monopoly in the Power Industry; interim report of the Subcom mittee of the Committee on the Judiciary 
on Antitrust and Monopoly on Investigation into Monopoly in the Power Industry; U. 8. Senate; 83d 
Cong., 20 sess., p. 100 (committee print) 

§ The regulation read: ‘‘(V) Uponsuch terms and conditions and in such manner as the regional administrator 
may direct, to permit the Government or any agency or instrumentality thereof, hereinafter referred to as 
the Government, to interconnect its transmission facilities with the transmission line for which a permit is 
requested forms a part; to construct, operate, and maintatn such line and all related facilities, wherever 
situated, in such manner and condition as to make available to the Government the effective use of s line 
for the transmission of electric power and energy in such manner and for such amounts as will not wnreason- 
ably interfere with the permittee’s use of the line; and to permit the Government to so use the line in accord- 


ance with terms and conditions agreed upon by the regional administrator and the permittee, inclad 4 


tertms upon which the Government will pay its proportionate share of the monthly cost of the 
OFR, 1949 ed., 245.21). 
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At the time of its repeal, on August 11, 1954, the section read as it 
did on July 18, 1949, and as described by Judge Bastian (supra, p. 9). 


JUDICIAL DECISIONS 


Following the issuance of the wheeling requirement, the Idaho 
Power Co. withdrew the application it had filed with the Interior 
Department for rights-of-way for a 230-kilovolt line across Federal 
lands in southern Idaho and instead filed an application with the 
Federal Power Commission for the same rights-of-way as part of a 
— line. A project line is one which extends from an FPC 
icensed non-Federal hydroelectric plant to the first transfer point or 
to a distribution system if there is no transfer point. 

At the request of the Interior Department, the Federal Power Com- 
mission included as a condition of the license it granted to the company 
a requirement that the company wheel federally generated power to 
the extent of any unneeded unused excess capacity in the line. This 
clause followed very closely the language of the Interior Department’s 
regulation. 

The company then brought legal proceedings against the Federal 
Power Commission to force the elirhination of the wheeling provision. 
These culminated in a unanimous decision of the Supreme Court 
upholding the wheeling requirement (Federal Power Commission v. 
Idaho Power Co., 344 U. S. 17) reversing a decision adverse to the 
Commission in the Court of Appeals for the District of Columbia.° 

Meanwhile the Interior Department and the Idaho Power Co. had 
become embroiled in a dispute regarding a line from Huntington to 
Baker, Oreg. The company, in seeking a right-of-way over Federal 
lands for this segment, brought an action in the District Court for the 
District of Columbia to have the Department’s 1949 wheeling pro- 
vision held invalid. In this case, Idaho Power Co. v. Chapman, Givil 
4540-50, Judge Walter M. Bastian upheld the regulation after making 
lengthy findings of fact."° No appeal was taken from the decision. 

Judge Bastian’s finding of fact No. 17 is also of considerable interest 
for the purposes of this report. That finding reads as follows: 

17. The joint use of power transmission lines by different private companies 
or by private aay oe and governmental agencies is a well established practice 
in the industry. The use of a transmission line through the medium of a wheeling 
arrangement is not injurious to the line nor does it interfere with the use thereof 
by the owning company. Ordinarily, wheeling arrangements constitute a 
source of revenue to the owning company. in that under such arrangerrents 
rentals are received for equipment that would otherwise be unused. Wheeling 
arrangeinents also obviate the necessity of constructing duplicate transmission 
facilities. The wheeling arrangements called for in the defendant’s regulations 
provide for a reasonable rental and, as far as physical and financial effects are 
concerned, do not differ substantially from ordinary contract wheeling agreements. 
(See hearings, p. 90.) 

The effect of these two decisions is perhaps best explained in an 
analysis made by Mr. James D. Geissinger, an Interior Department 
attorney, in his memorandum of April 9, 1954, to Solicitor Clarence 
A. Davis. Mr. Geissinger, who was appointed by Mr. Davis and 


® The Surreme Cort decision appears in the transcrint of the subcommittee hearings. (See hearings, p. 86.) 
1® Judge Bastian’s findings and memoranda appear in the transcript. (See hearings, p. 88.) 
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who is now regional solicitor for the Interior Department at Denver, 
Colo., stated: 


Subsequent to the Department’s decision, the Idaho Power Co. brought a 
declaratory judgment action in the United States District Court for the District 
of Columbia in which it raised the question of the validity of regulation (v). In 
the opening sentence of its brief the company made it plain that it was not con- 
testing the authority of Congress to impose such a condition if it desired. The 
same arguments were made to the Court asin the present appeals. After holding 
that there was no justiciable controversy because no occasion had arisen for 
enforcement of the regulaton, the court held that paragraph (v) of section 245.21, 
43 CFR, now 43 CFR, section 244.44 (d) was authorized by law and was a valid 
regulation. In its findings of fact the court found the regulation was reasonable 
and was not arbitrary or capricious. The eourt stated in a memorandum decision 
(Idaho Power Co. v. Chapman, Civil Action No. 4540-50): 

“The provision (of the 1911 act) authorizing the head of the Department. to 
grant easements or rights-of-way under ‘general regulations to be fixed by him’ 
includes the right to make reasonable regulations, and the regulations adopted 
seem to the court to be reasonable and to furnish adequate protection to the 
plaintiff.” 

In a contemporary case, Federal Power Commission v. Idaho Power Co., (89 
U. 8S. App. D. C. 189 F. 2d 665), a question involving the same principle was 
raised. There it was claimed that the Federal Power Act (41 Stat. 1065, 49 
Stat. 840, 16 U. 8. C. see. 797 (e)), did not give the Cominission authority to 
require as a condition of a license to. construct, operate, and maintain a hydro- 
electric power project the use of the licensee’s lines for the transmission of Govern- 
ment power. As in Idaho Power Co. v. Chapman, the company recognized that 
Congress could impose such a condition bv virtue of its authority over the public 
domain under article TV, section 3 of the Constitution, but it argued Congress 
had not delegated to the Commission the authority to impose such a condition 
The court of appeals held for the company. 

This holding was reversed hy the Supreme Court in Federal Power Commission 
v. Idaho Power Co. (334 U.S. 17). The Court construed section 6 of the Federal 
Power Act, supra, which permits the Commission to impose “‘such further condi- 
tions, if any, as the Commission shall prescribe in conformity with the act’’ in 
the light of sections 4 and 10 of the act which gave the Commission broad powers 
relating to protection of the public domain, the conservation of waterpower 
resources, and the development of comprehensive plans for waterways as author- 
izing the Commission to impose a condition for Government use of licensee’s 
transmission lines to the extent of its excess capacity. 

hile it may be that there is a distinction to be made between the Federal 
Power Act, supra, and the Right-of-Way Act of 1911 based upon language, it 
would appear that the principle is the same whether the condition under the 
former act must be “in conformity with the act” or whether the regulation 
under the latter act must be in conformity with it. Under the 1911 act the 
Secretary is permitted to grant easements for electric transmission lines ‘‘under 
general regulations to ge fixed by him.’”’ In Jdaho Power Co. v. Chapman, the 
lower Federal court held this permitted him to impose a condition permitting 
Government use of a grantee’s transmission line and the case was not appealed. 

Unless the company in the current cases comes up with a new argument it 
would appear that the regulations in question would be sustained by a court if 
and when squarely presented. 

Aside from the answers made to the arguments heretofore raised, it is significant 
to me that both the 1901 act and the 1911 act, providing for revocable permits 
and easements for transmission lines respectivelv, are still on the books. Although 
it might have been argued at one time that the 1911 act repealed the 1901 act 
by implication insofar as rights-of-way for transmission lines are concerned, the 
argument loses its effectiveness because the 1901 act. was reenacted in 1940 with 
its original language providing for revocable permits for such rights-of-way. 
Under such circumstances, it is difficult to follow the company’s theory of being 
entitled to an exclusive and unconditional easement for transmission line rights- 
of-way. As previously noted all applications to such rights-of-way must, under 
the current regulations, be made under the 1901 act. 

It is elemental that an easement need not be exclusive and it need not be 
unconditional. Thompson on Real Property, Permanent Edition, volume I, 


section 315 at page 502 gives a number of definitions of an easement including 
the following: 
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““* * * Jt has also been said to be @ right in one person to do certain acts on another's 
fand, or to compel such other to refrain from doing certain acts thereon. It is a 
liberty, privilege, or right which the owner of one parcel of land has in the lands 
of arother. * * * It is a charge or burden upon one estate for the benefit of 
another. * * *” [Italics supplied.] 

It is my conclusion that with minor changes the contested regulations would 
be held to be legal regulations by a court. (See appendix C.) 


Mr. Geissinger’s view that the wheeling regulation was valid is 
supported by testimony of Mr. Mastin G. White who said he had no 
doubt at all about the legality of the regulation, and also by Mr. 
Clarence A. Davis in the following exchange: 


Mr. LanrGan. Then your position is not that the wheeling stipulation would 
have been declared unreasonable by a court, but rather that it would have been 
declared beyond the power of the Secretary. Is that correct? 

Mr. Davis. No. As a matter of fact, my position in the thing is that to 
arbitrarily—maybe that is too harsh a word, but anyhow—to uniformly put into 
a regulation a requirement for interconnection, if pro facto interconnection 
without any necessary studies of the engineering and the numerous factors that 
are involved, is just too broad an assertion of authority. 

Now, the Federal Power Commission in the case you are talking about—of 
course, it had elaborate hearings and had a staff of engineers—they had been over 
the whole situation and had arrived at the conclusion that it was a sound and 
proper thing to do. But, they are specifically vested with authority to regulate 

ower companies. The Secretary of the Interior here has no such jurisdiction. 

he Secretary of the Interior is giving a right-of-way on public lands. That is 
his jurisdiction. And, in my judgment, when he takes a jurisdiction on public 
lands, as shall we say, an excuse or a reason to extend that thing far beyond any 
provisions for the wresting of public lands, but undertakes to impose through 
that lease regulatory measures upon the use of transmission lines on the land, 
the use of facilities that are constructed, I think it is an undue extension of ad- 
ministrative power and control. 

Mr. LaniGan. Does the Secretary have the duty of protecting the public 
domain? 

Mr. Davis. Oh, yes. 

Mr. Lanican. Does he have a function in undertaking the conservation of 
power resources? 

Mr. Davis. He has in certain specified instances, yes. 

Mr. LaANIGAN. I would like to call your attention to the language of the Supreme 
os in Federal Power Commission v. Idaho Power Company, in which the Court 
stated: 

“Protection of the public domain, conservation of water power resources, 
development of comprehensive plans for the waterways, each of these might on the 
facts of a case be sufficient to authorize a grant of permission to a public-utility 
company to use the public domain, provided that it agreed to use its excess 
capacity to transmit Government power.” 

So, as I see it, at least two of the functions that the Federal Power Commission 
had are also held by the Secretary of the Interior. Is that not correct? 

Mr. Davis. They may be. You must remember, we are talking here primarily 
about the wise exercise of administrative judgment. I do not think we are talking 
about law at all. 

Mr. LANIGAN. Now, then, if we get down to administrative judgment, I think 
it would be admitted that the Secretary can sign regulations, he can revise them, 
he can abolish them. That is perfectly proper. However, that does not mean 
that he does not have authority to do that; he does have that authority. 

Mr. Davis. Yes, sir. 

Mr. LANiGaNn. So, you feel this is really a case involved here of administrative 
discretion rather than of law? 

Mr. Davis. That is right. (See hearings, p. 236.) 


The decision of the Court of Appeals for the District of Columbia 
in Chapman v. El Paso Natural Co. ((1953) 204 Fed. (2d) 46) © 
‘was mentioned by Mr. Davis in his testimony and was used by him 


! The decision appears in the transcript. (See hearinngs, p. 93.) 
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in his memorandum of August 9, 1954, in such a manner as to imply 
that the regulation was invalid. , 

When questioned on this statement, Mr. Davis backed down as 
follows: 


Mr. Lanican. Now, yesterday I think we reached the point where we agreed 
that the matter of having or not having the wheeling stipulation was an adminis- 
trative matter and not really a legal matter at all; is that not correct? 

Mr. Davis. That is-right. 

Mr. Lanican. In your memorandum of August 9 to the Secretary regarding 
this change in regulations, the following statement appeared, and I want to ask 
just what you meant by it: 

“In general I think it is safe to say that many of these former regulations are 
beyond the legitimate power of the Secretary to issue. They fall in a general 
pattern of the highly restrictive regulations which the Court of Appeals for 
the District of Columbia condemned and held beyond the Secretary’s power in 
the El Paso Natural Gas case.” 

Now, as I read that, that implies that the regulations were illegal. Is that 
what you meant to convey? 

Mr. Davis. No, I did not say they were illegal. I said they fell within the 
general field of those regulations that had been condemned. 

Mr. Lanican. So this was not meant to imply that the former regulations 
were illegal? 

Mr. Davis. No. It is not meant to dogmatically say so, if that is what you 
mean, 

Mr. LaNniGcaANn. In the El Paso Natural Gas case, the regulation provided, did 
it not, that the companies that built gaslines across public domain for their own 
use had to build enough extra capacity to provide capacity for them to act as 
common carriers because the law had a requirement that these companies act as 
common carriers? 

Mr. Davis. That is right. 

Mr. Lanican. So the regulation in the El Paso Natural Gas Co. case actually 
required the companies to build added capacity to meet this obligation: is that 
not right? 

Mr. Davis. Yes. As I recall those regulations, they went perhaps even 
beyond that, because they were very elaborate in requiring the companies to 
apply to the regulatory agencies that regulated them, the State commissions and 
the FPC, for authority to issue new securities to get new money to build new lines 
and all that sort of thing. 

Mr. Lanican. Now, the regulations involved in the wheeling stipulation did 
not require the companies to build any added capacity; they merely allowed 
the Government to use the excess capacity certified by the company as being 
excess; is that not correct? 

Mr. Davis. That is right. 

Mr. Lanican. So there is a considerable difference between requiring the 
building 

Mr, Davis. Oh, yes. That is why I did not say they were illegal. But I said 
they headed over in this same general direction that the court had condemned, 
(See hearings, p. 265.) 


Mr. White and Mr. Geissinger both agreed that the El Paso case 
was not controlling in connection with the wheeling regulation. 
(See hearings, pp. 101, 176.) 

In considering the El Paso Natural Gas case, the following factors 
should also be taken into account: 

1. It was District Court Judge Walter M. Bastian who decided 
the E] Paso case against the Secretary and later decided for the 
Secretary in Idaho Power Co. v. Chapman. 

2. In Federal Power Commission v. Idaho Power Co., the 
Supreme Court reversed the same appellate court (Ct. Appeals, 

D.C.) which decided against the Government in the El Paso case. 

3. Solicitor Clarence A. Davis sent a letter to the Attorney 
General recommending that the El Paso case not be appealed to 
the Supreme Court. 








a ee ee a ee a ies Oe ek CS 


CERTAIN ACTIVITIES REGARDING POWER 17 


4. The court of appeals in the El Paso decision distinguished it 
from the Supreme Court decision in the F. P. C. v. Idaho Power 
case only on the ground that, according to the court, in the El 
Paso case the Secretary had issued a license before he imposed 
the condition. 

It is the committee’s conclusion that the validity of the former 
wheeling provision in volume 43, Code of Federal Regulations, part 
244.44 (d) is beyond serious question. 


THE CHANGES IN THE RIGHT-OF-WAY REGULATIONS 


On August 11, 1954, the Acting Secretary of the Interior, Ralph A. 
Tudor, acting on the advice of the then Solicitor and now Under 
Secretary Clarence A. Davis,” amended 14 paragraphs of the regula- 
tions governing the issuance of rights-of-way over Federal lands 
under Interior Department jurisdiction.“ As shown earlier in this 
report, these amendments followed largely verbatim the recom- 
mendations submitted in an anonymous document (appendix B) 
by the Pacific Gas & Electric Co. 

The committee believes that the most serious amendment was the 
complete elimination of the requirement that holders of such rights-of- 
way allow the Government to utilize any surplus capacity, in excess 
of the capacity needed by the holder, to transmit federally generated 
power to rural cooperatives and public bodies having a statutory 
preference right to such power, to Federal installations and to other 
Federal customers who had not previously been served by the right- 
of-way holder. The substance of the regulation has already been 
summarized (p. 9, supra). Suffice to say, the regulation required 
the Government to pay its proportionate share of the costs involved, 
including amortization of the original investment with interest, to 
follow approved standards of practice in making the interconnections, 
to not interfere unreasonably with the right-of-way holders use of the 
line, and to discontinue use of the line on 30 months’ notice. The 
regulation also provided that the Government would reciprocate by 
transmitting the right-of-way holders’ power over Government lines 
on similar terms and conditions, that the Government might increase 
the capacity, at its own expense, of the lines to carry Federal power 
and that terms and conditions of wheeling power could be negotiated 
so as to modify the precise terms of the regulation. 

The anonymous document recommended that this regulation (43 
C. F. R. 244.44 (d)) be eliminated completely. The recommendation 
was followed verbatim. 

Three other changes, again following verbatim the anonymous 
document, were made eliminating language which had previously im- 
plemented use of the wheeling provision by the Government. Thus, 
in volume 43, Code of Federal Regulations, par. 244.43 (b), there was 
eliminated a requirement that for lines of 33 kilovolt or over, diagrams 
showing interconnecting facilities, power flow and connecting major 
lines showing conditions under normal use and typical structure draw- 
ings of the proposed line be submitted; volume 43, Code of Federal 
Regulations, par. 244.43 (c), which required a statement as to the 
distance (within 10 miles) of any other person, cooperative, associa- 


2 The Solicitor’s memorandum of recommendation appears as appendix D. 
4 The amendments are set forth in appendix A. 
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tion, municipality or other agency engaged in the sale of power from 
the proposed line, was deleted and 244.44 (c), requiring authority 
from the regional administrator of the Bureau of Land Management 
for the transmission of power from sources other than the connecting 
generating plant, was also eliminated. 

Other changes which the committee considers to be detrimental to 
the public interest and to the Federal Government were: 

Volume 43, Code of Federal Regulations, part 244.9 (a): The agree- 
ment of the right-of-way holder to comply with existing and future 
regulations was changed (verbatim with the anonymous document) 
to require compliance only with lawful existing regulations. While 
the committee believes there is no objection to the addition of the 
word “lawful,” the cementing of the right-of-way grant to regulations 
existing only at the time of the grant seems quite imprudent. Power 
line rights-of-way are granted over Federal lands for periods of 50 
years. Many changes of a physical and policy nature may occur in 
this period and functions may be transferred among Federal agencies. 
For example, the land may be placed in a wildlife preserve, additional 
safeguards to aviation may be required or unexpected defense con- 
siderations may arise, any of which may dictate a change in the regula- 
tions. Under the 1954 provision, however, no change in the regulation 
could affect an already existing line. The committee fully appreciates 
that regulations must be lawful and reasonable and has little doubt 
that such a standard was implicit on the former section 244.9 (a) 
and would be imposed by the courts. The committee believes that 
the 1954 change unwisely gives away a valuable and necessary right, 
i. e., to make reasonable and lawful changes in the regulations, previ- 
ously retained by the Federal Government. The committee further 
believes that linking each right-of-way inseparably to the regulations 
in effect, when it was issued, will lead over the years to unnecessary 
confusion and complications in administering the Federal lands. The 
committee cannot agree with Mr. Geissinger’s view, apparently 
adopted by the Department, that the Government should put itself 
in & position where it must pay compensation to make reasonable and 
lawful changes in the regulations." 

Volume 43, Code of Federal Regulations, part 244.21 (a) which 
provides a basic rental fee of $5 per mile per year for rights-of-way 
was changed (verbatim with the anonymous document) to eliminate 
a provision allowing the setting of a higher rate at the time the right- 
of-way is granted. This contrasts with 244.21 (f) where the right to 
change the charges after 5 years is reserved. ‘The committee believes 
that the basic charge of $5 per mile per year is a nominal fee and that 
where rights-of-way occupy valuable lands which could profitably be 
devoted to other uses, such as tree growing or suburban development, 
prevision should be made for a higher fee in appropriate cases. It 
appears that the responsible officials of the Department made no effort 
to learn the reasons behind the former provision for a higher fee in 
individual cases. 

Volume 43, Code of Federal Regulations, part 244.44 (b) was 
revised but not precisely as recommended by the utility companies’ 
anonymous document. Prior to August 11, 1954, this section re- 
quired the right-of-way holder to make provision, or bear the reason- 


™% See Memorandum of April 9, 1954, from James D. Geissinger to the Solicitor, Revision of right-of-way 
regulations for electric transmission lines across public lands (appendix C). 
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able cost (as determined by the Secretary of the Interior) of making 
rovision for avoiding inductive interference between the holders’ 
es and works on the right-of-way and any radio installation or 
telephone or communication facility existing when the right-of-wa 
was authorized, or thereafter constructed and operated by the Fed- 
eral Government. ‘The companies recommended that the provision 
for avoiding inductive interference with future Federal communica- 
tion facilities be deleted. The revision of August 11, 1954, appears 
to have completely emasculated the section. The affirmative obli- 
ation to avoid inductive interference with either existing or future 
acilities was eliminated entirely and in its place negative phraseology 
was adopted which merely states that the issuance of the right-of-way 
will not relieve the holder from any legal liability that may exist for 
causing interference with existing or future communication facilities 
of the United States. Thus, where the regulation itself formerly 
imposed an obligation to avoid interference, it no longer does so. 
The Government must now find a legal liability elsewhere to protect 
itself. It should be noted that the Interior Department witness cited 
a regulation (43 C. F. R. 244.44 (a)) relating to contact, not inductive 
interference, as the source of such legal authority. (See hearings, 
p. 212.) The committee doubts that this section would cover induc- 
tive interference and believes that the change made in section 
244.44 (b) was not in the best interests of the United States. 

One recommendation of the anonymous document was not adopted 
by the Department of the Interior. The recommendation was that 
the Government’s reservation of rights-of-way for its own reservoirs 
and hydroelectric projects be eliminated (43 C. F. R. 244.9 (m)). 


Mr. Geissinger decided congressional action would be required to make 
this change (appendix C). Mr. Davis stated that legislation would 
have been necessary (see hearings, p. 259) but that he didn’t agree 
with the proposal from a policy standpoint. (See hearings, pp. 271, 
272.) 


EFFECT OF THE CHANGE IN THE WHEELING REGULATION 


To return to the amendment which we consider most important, 
the repeal of the wheeling requirement, the committee finds that this 
action will have very serious adverse effects on the Government and 
on rural electric cooperatives and other preference customers and will 
tend to thwart the intent of Congress that the preference laws be 
made effective. It gives away valuable rights the Government would 
otherwise have had; it makes the sale of Federal power more difficult 
and costly; it tends to permit the monopolization of Federal power 
by the privately owned utility companies; it tends to raise the cost 
ob power for dennnttia and agricultural users; and it destroys an 
effective tool the Government had in working out satisfactory wheeling 
arrangements. 

In our discussion of the background of the wheeling regulation, 
we saw how it is necessary for the Secretary of the Interior to secure 
wheeling arrangements to carry out effectively his statutory duty to 
transmit power to preference customers, how Congress has insisted 
on maximum efforts to secure wheeling and how the utility companies 
resisted the making of wheeling arrangements. All these factors led 
to the establishment of the regulation. 


ie Se ie ae "weet * eee ee 2 ee 








20 CERTAIN ACTIVITIES REGARDING POWER 





There is no reason to believe that the companies are any more 
willing to wheel now than they were in 1948. In fact, the opposite is 
true. Under the leadership of the Edison Electric Institute, the 
companies have been attacking public power and the preference 
clause with renewed vigor. For example, see the advertisement of 
the Montana Power Co. and the cooperatives’ reply reproduced in 
appendix E. 

Great difficulty has been encountered in securing wheeling agree- 
ments in Georgia with the Georgia Power Co. and in North Carolina 
with the Carolina Power & Light Co. In Georgia, no agreement has 
yet been reached after years of negotiations. Similar difficulties have 
been encountered by the Atomic Energy Commission in disposing of 
surplus power from atomic reactors. In the current fiscal year, the 
Interior Department has found it necessary to request transmission 
line appropriations as a “lever”? to persuade the Idaho Power & 
Light Co. to wheel Federal power. (See hearings, p. 191.) To date, 
the Colorado River Commission of the State of Nevada has been 
unable to secure delivery of an allotment of 33,000 kilowatts of 
Central Valley power into the Reno and Las Vegas areas because 
wheeling arrangements cannot be made with the Pacific Gas & 
Electric Co. and the Southern California Edison Co. In the mean- 
time, the power goes to P. G. & E. 

The Idaho Power Co. recently refused the Interior Department’s 
request that it wheel some of the cheap dump power it is receiving over 
its new intertie with the Bonneville Power Administration to power 
starved preference customers in southern Idaho. The Interior 
Department accepted this refusal without pressing the matter further.” 

This pattern of resistance is not surprising when we realize that 
the President of the Edison Electric Institute, the electric utilities 
trade association, is Mr. Harllee Branch, president of the Georgia 
Power Co., presently one of the strongest opponents of wheeling and 
that the Georgia Power Co. is wholly owned by the Southern Co. 
whose president, Mr. Eugene Yates, was linked with Mr. Edgar H. 
Dixon of the Middle South Utilities in the notorious Dixon-Yates 
deal in the Tennessee Valley area. In turn, Middle South Utilities, 
the Carolina Power & Light Co. and the Montana Power Co. are all 
part of the Electric Bond & Share Co. system, welded together by 
management arrangements with Ebasco Services, whose president 
is Mr. Dixon, and the accounting firm of Haskin & Sells. Other 
important Ebasco companies in the western public land States are 
Pacific Power & Light Co., Washington Water Power Co. and Idaho 
Power & Light Co." 

Mr. Clyde T. Ellis, general manager of the National Rural Electric 
Cooperative Association testified: 

Mr. Lanican. Now, to get back to the wheeling stipulation again, do you feel 
that the wheeling stipulation requirement of the old regulation would have been a 
useful lever in securing reasonable wheeling agreements in the type of situation 


which you have mentioned, now that it has been increasingly difficult to get wheel- 
ing agreements? 

Mr. Evtis. Yes, indeed. It was not only a lever, it provided for an actuality 
that would give us power. Because if the Bureau was going to have access to 


the excess capacity in those lines, then there is a reality that would exist, which 
would make possible our getting the power. 


46 See hearings (Effect of Administrative Acts and Policies of Department of Interior and REA on Rural 
Electric Cooperatives’ Public Bodies, and Municipal Electrics) held by the Public Works and Resources 
Subcommittee on September 13 and October 18, 1955, supra, footnote 1. 

16 Monopoly in the Power Industry, supra, footnote 8. 
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The existence of the reality would probably obviate, in most instances, the 
necessity of our calling upon that excess capacity calling for it. 

The power companies would just go ahead and wheel to us. They would no 
doubt not only provide us the excess capacity but keep us supplied. 

Mr. Lanican. Would it affect the rates at which you could have power wheeled? 

Mr, Ex.is. The answer is “Yes.” It would affect the rates because any lever 
that we would have or any other alternative that we would have, would cause them 
to deliver power.to us at lower rates. That is just our experience countrywide, 
and we can supply you a great deal of data on that. 

Mr. Lantcan. Would there be any financial benefit to the Government? 
Could the Government itself financially benefit by the existence of such a lever? 

Mr. Eutis. Yes. We think the commercial power companies are out to wreck 
the Federal power program. And we think they are going to make it fail whenever 
thev can. 

They are going to make projects fail to pay out whenever they can, and I cite 
you the instance of Canyon Ferry Dam right now, where the dam was justified 
before the Congress on the basis that power would be sold at certain rates. 

The power companies have fought transmission lines being built out from there, 
and in that general area, which we have wanted very badly. The power companies 
opposed them. 

hey have said, ‘‘We will buy the power,”’ but how much will they pay for it? 
They are buying the power from Canyon Ferry Dam, and they are paying less than 
half for the firm power—less than half as much as the Bureau people told the 
Congress the firm power from the dam would sell for. And it is just because 
there are no transmission lines, and just because there is no lever that we can use 
to get this power out in our areas where we want it, that the Government is having 
to donate power to the Montana Power Co., and I believe a loss to the Government 
of something over a half million dollars a year. 

Mr. LantGan. Now, there has been some discussion of the fact that in 1949 the 
former Solicitor, Mastin G, White, had a hearing which certain representatives of 
the power companies appeared before, and apparently representatives of the 
REA were not present. 

Now, were you consulted in 1949 and thereabouts, concerning the power 
policies of the Department of the Interior? 

Mr. Exuts. Quite frequently, bvt not in that case, as I recall. Not specifically 
in that case. 

Mr. Laniaan. What was the attitude of the Department of the Interior toward 
the RHA cooperatives at that time? 

Mr. Exuis. It was generally good. We had difficulties in some spots, but it was 
generally good, and I would say this: that we simply could not have rural electri- 
fication in many areas of the West without the cooperation of the Department of 
the Interior. 

Their attitude was to help us electrify the West. They did help us. They 
initiated many ideas and suggestions, which helped us. There were plans whereby 
Government power could be, through the rural electrics, made more useful and 
more extensive. 

Mr. LantGan. Now, the wheeling stipulation was to the advantage of the 
REA’s and would work to the advantage of the REA’s and other preference 
customers. 

Mr. Exits. Oh, yes. 

Mr. Laniaan. And the elimination of the wheeling stipulation in 1954 worked 
to the disadvantage of the preference-right customers in REA? 

Mr. fuiis. We think so. Yes; the answer is “Yes.’”’ We think the great 
losses will be in the future, as we attempt to work out wheeling agreements for 
power needs. (See hearings, p. 368.) 


It is the opinion of the committee that the elimination of the 
wheeling requirement in the regulations will necessarily make it more 
difficult for the Government to secure wheeling arrangements on 
terms not unfavorable to the Government and to preference customers. 
It must be remembered that it was only after the regulation was put 
into effect that the Pacific Gas & Electric Co. agreed to wheel power 
from Shasta Dam in California and the Idaho Power Co. agreed to 
wheel Federal power between Huntington and Baker, Oreg., and 
(after similar FPC action) on its 230-kilovolt line in southern Idaho. 

75147—56——4 
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The loss of income to the Government resulting from failure to 
secure reasonable wheeling agreements or from failure to sell power 
to preference customers has been and can be substantial. While the 
wheeling regulation may not have been directly involved, an example 
of the loss resulting from such failure is afforded by the John Kerr 
and Clark Hill Dams in the southeastern power area. During the 
years 1953, 1954, to July 1, 1955, the loss to the Federal Government 
at those two dams resulting from failure to get the power to preference 
customers amounted to $2,397,000. The rural electric cooperatives, 
municipal electric systems and other public agencies marketing power 
will lose, too, as will their customers. The intent of Congress to pass 
the benefits of the Federal projects to these customers through the 
nonprofit preference agencies will be thwarted. The development of 
low cost fertilizer for the western and midwestern farmers and the 
development of other natural resources requiring electroprocessing 
will be impeded. 

The committee believes, regretfully, that the elimination of the 
regulation is another manifestation of the completely negative 
attitude adopted by Interior Secretary Douglas McKay, Under 
Secretary Clarence A. Davis and Assistant Secretary for Water and 
Power, Fred G. Aandahl, toward the rural electric cooperatives and 
other statutory preference customers and toward their obligation to 
enforce the laws established by Congress. Other demonstrations of 
what seems to be a concerted attempt to defeat these laws and to 
thwart the Federal power program as intended by Congress are 
found in their efforts to establish marketing criteria in the Missouri 
River Basin which would have siphoned Federal power to privately 
owned utilities at the expense of the preference customers who would 
be left without power reserves,” to wreck the Southwestern Power 
Administration and the cooperatives and municipal systems it 
serves, to trick the Georgia cooperatives into giving up title to power 
to which they were entitled, to limit the expansion of preference 
customers in the Northwest and force them into unfavorable contract 
revisions, to let planned multipurpose integrated river development 
programs wither by failure to ask for appropriations for new starts 
on needed projects, and to suppress an opinion of the Attorney 
General very favorable to rural electric cooperatives. These officials 
have repeatedly attacked as socialistic the program established by 
Congress to preserve for the people the benefits of their own God-given 
natural resources. By repeated failures to request appropriations 
and by other acts and omissions, they have attempted to turn these 
resources over to private monopoly for profitmaking purposes."* 

The committee believes that if these public officials feel that they 
cannot carry out in good faith the laws they have sworn to uphold, 
they should resign their offices and be replaced by men who will do so. 











































MANNER IN WHICH REGULATIONS WERE CHANGED 





Just as serious as the changes which were made in the regulations, is 
the manner in which they were made. It is unnecessary to attempt 
to characterize the actions and intentions of the present top level 
Interior Department officials; the facts speak for themselves. 


17 Monopoly in the Power Industry, yer footnote 8. 
18 See transcript of hearings on Effect of Administrative Acts and Policies of Department of Interior and 


Rural Electrification Administration on Rural Electric Cooperatives, Public Bodies and Municipal 
Electrics, supra, footnotel. 
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The power companies write the regulations 

Undersecretary Clarence A. Davis testified that early in 1953, he 
was visited by an acquaintance of long standing, Mr. Herman Kruse, 
a registered lobbyist for the Pacific Gas & Electric Co. Mr. Kruse 
had been sent by Mr. Paul Sloane of the P. G. & E.’s legal department 
to ascertain the status of a group of power line opted — 
tions on appeal in the solicitor’s office which had been denied by the 

Bureau of Land Management because P. G. & E. had refused to 
comply with the regulations governing such applications. Mr. Kruse 
had made one earlier visit to see Mr. Davis and had been introduced 
by him to Mr. James D. Geissinger of Mr. Davis’ staff, who had the 
P. G. & E. appeals before him. 

On the visit in question, which apparently was the second one, 
Mr. Kruse inquired about the status of the appeals. After discussing 
the appeals, Mr. Davis orally requested Mr. Kruse to get for him the 
thinking of the western privately owned electric companies on the 
changes they would like to see made in the right-of-way regulations. ; 
i. e., the very regulations involved in the cases P. G. & E. had on 
appeal. No other person was present at this meeting. 

On his return to San Francisco, Mr. Kruse relayed Mr. Davis’ 
request to Mr. Paul Sloane of the P. G. & E. legal staff. By what 
may or may not have been more than a happy coincidence, the lawyers 
for a group of western electric utility companies ® had shortly before 
worked out a draft of the changes they wanted in the regulations along 
with their supporting reasons. According to Mr. Robert H. Gerdes, 
executive vice president of P. G. & E., these had been put in the form 
of an anonymous document (appendix B) containing no indication of 
its source or authorship. It had been prepared by the Idaho Power 
Co. and delivered around August 1953 to P.G. & E. (See hearings, 
p. 437.) The utility companies had not consulted with any rural 
electric cooperatives or other preference customers in formulating 
these recommendations. (See hearings, p. 438.) The anonymous 
document was handed to Mr. Kruse without any covering letter or 
note and he delivered it in that form to Mr. Davis. (See hearings, 
p. 393.) 

We next find the anonymous document on the desk of Mr. James 
D. Geissinger, the attorney who had before him the P. G. & E. appeals. 
Mr. Geissinger testified that the document was sent to his office. At 
that time, he did not know where it came from. (See hearings, p. 174.) 

In the following questioning by the chairman, on June 8, 1955, Mr. 
Geissinger stated that he did ask Mr. Davis where the anonymous 
document came from and Mr. Davis told him, he didn’t know: 

Mr. Cuvuporr. Did you ever make au inquiry as to where they might have 
come from? 

Mr. GetsstncerR. Yes; I did. 

Mr. Cuuporr. Who? 

Mr. Getsstncer. I just asked Mr. Davis. He didn’t know. 

Mr. Cuuporr. He didn’t know where they came from either? 

Mr. Getsstncer. That is right. (See hearings, p. 213.) 

Later testimony developed the fact that the document had been 
delivered to Mr. Davis personally by Mr. Kruse, at Mr. Davis’ 


” The companies were: Montana Power Co., Idaho Power Co., Utah Power & Light Co., Colorado Public 
Service Co., Pacific Gas & Electric Co., California Electric Power Co., Southern California Edison Co., 
Portland General Electric Co., California Pacific Utilities Co., Washington Water Power Co., Public 
Service Co. of New Mexico, Arizona Public Service Co., Pacific Power & Light Co. (See hearings, p. 438.) 
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request. It is significant that Mr. Davis would not disclose this fact 
to the attorney whom he assigned to work on the regulations. If Mr. 
Geissinger had not happened to talk to Mr. Kruse one day and had 
not mentioned what he had learned in one line of a 15-page memoran- 
dum, the source of this document would probably never have been 
uncovered. 

Although Mr. Geissinger was working on a group of P. G. & E. 
appeals, he was a novice in power matters and approached the regu- 
lations from a purely legal standpoint without any technical advice. 
(See hearings, p. 175.) It is obvious from his memorandum of April 
9, 1954 (appendix C) that he accepted the arguments of the anony- 
mous document to a large extent, almost without question. He did 
turn down one recommendation on the legal ground that it would 
require congressional action. Another recommendation on inductive 
interference about which he was dubious was revised by the Associate 
Solicitor, William J. Burke to be even more favorable to the companies 
than they had requested (supra, p. 19). 

While Mr. Geissinger was working on the regulations, Mr. Kruse 
appeared in his office one day to discuss the cases P. G. & E. had on 
appeal. At that time, Mr. Geissinger and Mr. Kruse discussed the 
regulations and Mr. Geissinger learned that Mr. Kruse had delivered 
the anonymous document to the Department. 

Mr. Geissinger told Mr. Kruse that he believed section 244.9 (m) 
of the regulation, which reserved certain rights-of-way to the Govern- 
ment could not be eliminated without congressional action. Mr. 
Kruse conveyed this message to P. G. & E.’s legal department and 
one of the company’s attorneys telephoned Mr. Geissinger but did 
not succeed in changing his opinion. (See hearings, pp. 183, 184.) 

In his memorandum of April 9, 1954, Mr. Geissinger stated that he 
had been informed that the utility companies were building around 
public land in order to avoid the wheeling regulation (43 C. F. R. 
244.44 (d)). In his testimony, he stated that Mr. Kruse told him 
that the Pacific Gas & Electric Co. was not building lines on public 
lands because it did not want to comply with the regulation. (See 
hearings, pp. 183, 184.) 

Mr. Kruse testified that he did not recall whether he had made such 
a statement, but in any event, he did not know of any instance in 
which a utility company had built around public lands to avoid the 
wheeling regulations. (See hearings, p. 397.) Mr. Gerdes testified 
that P. G. & E. had no oceasion after 1949 to build lines across public 
lands under the Interior Department’s jurisdiction. (See hearings, 
p. 435.) 

Unfortunately, Mr. Geissinger and later Mr. Davis, when he 
repeated the misinformation in his memorandum of August 9, 1954 
(appendix D), made no effort to check on the accuracy of the state- 
ment. If they had, they would have found that 84 applications had 
been filed and rights-of-way granted over public lands under the 
Interior Department jurisdiction for lines over 33-kilovolt capacity 
between October 14, 1948, and August 11, 1954, which were subject 
to the regulation and that the grantees included Idaho Power Co., 
Utah Power & Light Co., Washington Water Power Co., California- 
Pacific Utility Co., Pacific Power & Light Co., California-Oregon 
Power Co., Southern California Edison Co., Pacific Gas & Electire 
Co., California Electric Power Co., Montana Power Co., Southwestern 
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Public Service Co., and New Mexico Electric Service Co. (See hear- 
ings, pp. 196-197.) — ; 

he committee is appreciative of Mr. Geissinger’s candid testimony 
and of the fact that he did gather the correct information to present 
to the committee. It is evident from the following testimony that 
he has learned to be somewhat less credulous of statements made by 
representatives of parties in interest. 


Mr. Getsstncer. I have discovered that what Mr. Kruse told me about the 
Pacific Gas & Electric Co. was correct, insofar, at least, as the State of California 
is concerned. 

Mr. LaniGan. But you have not made any check with respect to any other 
utility company? . sirvil 

Mr. Getssincer. Yes. I did make inquiry concerning the applications of 
companies*since the regulations went inte effect in October of 1948, in most of 
the States. 

Mr. Lanican. What did you find? 

Mr. Getssincer. Well, if these records that were furnished me are correct, I 
find that-—— 

Mr. Lanican. Who furnished them to you? Tell us that. 

Mr. GeissinGer. Various field solicitors of the Department through the 
various State land offices of the Bureau of Land Management. 

Mr. Lanicgan. Could you tell us—I interrupted you. Go on with your state- 
ment. 

Mr. Geisstincer. What were you going to ask me about? 

Mr. Lanican. | asked you what you had discovered with respect to other 
utilities. 

Mr. Geissincer. | found that they had made applications with this provision 
in it. 

Mr. Lanican. After all, the Idaho Power Co. had to make an application to 
have gotten into court on their case, 

Mr. GreissinGerR. That is right. 

Mr. Lanican. But you were, at the time you were working on the regulations, 
impressed with the statement of Mr. Kruse that the Pacific Gas & Electric Co. 
had not made any application, but were rather building on private lands; is that 
correct? 

Mr. Geisstncer, That was one of the matters that impressed me concerning 
that regulation. 

Mr. Lanican. You realize, of course, that in many of the Western States, a 
high percentage of land in the State is public land, so that it would be almost im- 
possible to build many lines over any length without crossing public lands? 

Mr. Geissincer. That is right. 

Mr. LAniGAN. For example, let us just take a few here. This is a report 
ere by the Department of the Interior as of 1949 on land in Federal ownership. 

n Arizona, it is roughly 69 percent Federal land; in Colorado, your own State, 
it is 37 percent; Idaho, 64 percent; Montana, 36 percent; Utah, 71 percent. I 
will not go through them all. 

So there is an appreciable quantity of Federal land in those States. 

Mr. Getssincer. That is right. 

Mr. LaniGan. And you just have to cross it to get from one point to another. 

Now, in your memorandum in discussing section 244.44 (d), on pages 14 and 
15, you state: 

‘Most of the utilities have at considerable expense built such lines across non- 
Government lands because of their objections to this regulation.” 

Mr. GrEIssINGER. Yes. 

Mr. Laniaan. Now, from what you have told us, you only had knowledge of 
Pacific Gas & Electric Co., and that had been told to you by a representative of 
the Pacific Gas & Electric Co. 

Mr. Geissincer. That is right. 

Mr. Lanican. So how could you make that statement? 

Mr. Geissincer. Well, at that time I was under the impression that it was 
true of the others. I mentioned this in discussions in the office there with other 
lawyers, and I understood that they had the same impression. 

Mr. Lanican, But it is probably not correct; is that it? 

Mr. GetssinGer. I would say after this check that it is not correct. 

Mr. Lanican. But the check—— 
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Mr. Greisstncer. But I was under the impression that it was at the time, 
but not from anything that—— 


Mr. Lanican. The checks were made after the regulations were changed. 
Mr. Geisstncer. That is right. 


I had no reason to doubt Mr. Kruse on what he told me or the impressions 
gathered from the lawyers in the office. 


Mr. LaniGcAn. Well, did you not realize that Mr. Kruse might have an interest 
of some kind in the outcome? 


Mr. Getssincer. Yes. But I have never felt that merely because somebody 
represented someone interested in acquiring rights-of-way across the public land, 
they would necessarily have any occasion to lie to me on something like that. I 
knew he had an interest, yes. But I had no reason for thinking that he was not 
telling me the truth. 


Mr. Lanican. But did it not occur to you to check with the agencies of the 
Department that were concerned with these matters? After all, that was 
internal information that you have since gathered. 

Mr. Getssincer. No, it did not. 

In preparing this memorandum, Mr. Lanigan, as I told you before, I was pre- 
paring it, as I did many others, for the Solicitor, as a part of my routine legal 
assignments. 

Mr. Lanican. In other words, it was a job that you were assigned to do, and 
you did it? 

Mr. Gerssincer. That is right. (See hearings, p. 143.) 

At any rate, Mr. Geissinger prepared a draft of the amendments to 
the regulations and sent them on to Solicitor Davis who wrote his 
own memorandum of August 9, 1954, (appendix D), recommending 
their approval. He then referred the whole matter to Under Secretary 
Ralph Tudor, who, as Acting Secretary, signed the amendments on 
August 11, 1954. Following the change in the regulations, P. G. 
& E. withdrew its appeals and complied with the new regulations. 
(See hearings, p. 403.) 


The one-sided consideration of the change in regulations 


The testimony of Mr. James D. Geissinger and Under Secretary 
Clarence A. Davis shows clearly that the elimination of the wheeling 
provision and the other changes were made at the suggestion of the 
Pacific Gas & Electric Co., the Idaho Power Co., and some other 
electric utility companies. 

The testimony also shows that these officials and Acting Secretary 
Ralph A. Tudor did not bother to consult with any agency * of the 
Department concerned with the marketing of power. Nor were any 
representatives of the rural electric cooperatives or public agencies 
who had a preference right to purchase federally generated power 
consulted. No public notice of the impending changes was given and 
no press release was issued when they were made, although, of course, 
they appeared in the Federal Register. 

Mr. Geissinger testified: 

Mr. Laniaan. To your knowledge, was the Power Division of the Department 
ever consulted with respect to these changes? 

Mr. GeisstncGer. Not to my knowledge. 

Mr. Lanican. Was the Bureau of Reclamation consulted, to your knowledge? 

Mr. Geissincer. I do not know; not to my knowledge. 

Mr. Lanican. To your knowledge, was any power agency of the Department 
consulted with respect to these changes? 

Mr. GerssincerR. Not to my knowledge. 

Mr. Lanican. And to your knowledge, was the Bureau of Land Management 
consulted? 

Mr. Getssincer. Not to my knowledge. 

Mr. Lanican. To your knowledge, was any REA cooperative%or any public 
body which distributed electrical energy consulted, any public agency? 





2 These agencies are the Bureau of Reclamation, the Bonneville Power Administration, the South- 
western Power Administration, and the Southeastern Power Administration. 
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Mr. GeissincEer. Not to my knowledge. 

Mr. Lanican. Was anyone who represented any public agency which distrib- 
uted power, or REA cooperative, consulted? 

Mr. Getsstncer. Not to my knowledge. 

Mr. Lantaan. Was any advance notice of any kind given to the public that 
changes in these regulations were being considered? 

Mr. GetsstncerR. Not to my knowledge. 

Mr. Laniaan. In a letter of April 14, 1955, to the chairman of the subcom- 
mittee from the Secretary of the Interior, Secretary McKay stated: “‘No press 
releases or other statements were issued regarding this revision.” 

Is that correct, so far as you know? 

Mr. Geisstncer. I do not know. I assume itis. Certainly not to my knowl- 
ledge, I did not know of anything like that. 

What were you reading from there? Is that a—— 

Mr. Lanican. That is a letter from Secretary McKay to Mr. Chudoff. You 
can look it over if you wish. 

Mr. GetsstncerR. I do not have any knowledge of that. 

Mr. Cuvuporr. Certainly we would not expect you to. (See hearings, p. 178.) 


Mr. Davis testified: 


Mr. Lanican. Now, after this document was handed you by Mr. Kruse, and 
was then given by you to Mr. Geissinger, could you tell us who in the Department, 
and outside the Department, was consulted on the proposed changes in the regula- 
tion? That is, after you handed it to Mr. Geissinger? 

Mr. Davis. Of course, this took place over a period of several months, and a lot 
of people were talked to about this thing from time to time. I suppose I talked 
to about half a dozen of the lawvers on the staff of the Interior Department. I 
certainly went over the thing with Mr. William Burke, who is Acting Deputy 
Solicitor, at the time and, of course, I talked to Geissinger about it. I would 
suspect that I talked with Parriott about it and several people. Of course, I 
obviously talked with Mr. Tudor about it. As you know, he signed the order. 
You have the transmittal letter. But, in addition to the transmittal letter, of 
course, I discussed it with him. Mr. Tudor, as you know, is a very outstanding 
envineer from the west coast, a little familiar with this thing himself. 

Mr. Lantaan. Did you talk to the Administrator of the Bonneville Power 
(Administration about it? 

Mr. Davis. I do not know that I did. 

Mr. Lantcan. Did you talk to Mr. Douglas Wright, the Director of the South- 
west Power Administration, about it? 

Mr. Davis. I do not know that I did. 

Mr. Lantcan. Did you talk to the Commissioner of Reclamation about it? 

Mr. Davis. I do not know that I did. 

Mr. LaniGan. Did you talk to any of the chief counsels or general counsels for 
those agencies about, it? 

Mr. Davis. I would not be surprised, and I may have talked to several of those 
various people. I just simply do not recall the exact occasions. But, this 
problem has been kicked around in the industry off and on for several years. As 
{ pointed out in this statement, there is nothing new or unique about the problem. 
The question boils down to one of whether or not, as a matter of administrative 
diseretion the Secretary should use the power to grant rights-of-way as a club to 
extend over the heads of people who want those rights-of-way clear up to the 
extent of more or less even determining the rates they should charge and all that 
sort of thing. In other words, as a matter of good administration, as a matter of 
sound law, is it right to take a hold of a thing like a lease and incorporate into that 
complete regulatory machinery, and that is what is involved. 

Mr. Lanigan. Then I take it from what you say there, in your mind, you are 
pretty well made up on the subject, so you felt there was not any need to consult 
with these various people? 

Mr. Davis. I would go far enough to say that because of the experiences that 
I have had with it, and the conversations and, as a matter of fact, Mr. Lanigan, 
again I could not give you names, dates and places, but I think I have discussed 
this thing with the public agencies in Nebraska, and I know we have discussed it 
from time to time because we have been confronted with it, don’t you see? And 
so, to say there that at ten o’clock I talked to John Jones, I cannot do that. 

Mr. LaniGan. Can you say positively, between the time you received this 
document and the time it was published, you did speak to representatives of the 
power agency in Nebraska? 

Mr. Davis. No, I would not even go that far. It might have been before I 
received it. (See hearings, pp. 252, 253.) 
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Mr. Clyde T. Ellis, general manager of the National Rural Electric 
Cooperative Association, testified that the rural electric cooperatives 
were not consulted in connection with the change in regulations. He 
stated that the cooperatives were very interested in the wheeling 
problem and would have appeared if they had been given an oppor- 
tunity. He said: 

I think it is just incomprehensible that in a democracy where all the people 
are a part of the family, that that thing can happen. We have been treated in 


that instance, and in other instances, like an illegitimate child at a family reunion. 
(See hearings, p. 366.) 


Of the Administration’s actions, he said: 


I think their intention is to do what the private power companies want, as near 
as they can, and in so doing, they do discriminate against the rural electric systems. 
(See hearings, p. 366.) 

Mr. Ellis’ view is certainly supported by the testimony taken by 
the subcommittee. No effort was made by the top Interior officials 
to learn the background of the regulations; no check was made on 
the accuracy of alleged facts; no consultation was had with agency 
officials responsible for power marketing or land management; and 
no thought was given to obtaining the views of the Government’s 
preference customers who would be adversely affected by the new 
regulations. Nothing was done, no hint was leaked, which might 
upset the well-laid plans to carry out the electrie companies’ wishes. 

It appears also that the three officials involved were largely unaware 
of or at least unconcerned with the background struggle which had 
preceded the issuance of the wheeling regulation and to some extent 
even with present-day difficulties. For example, Mr. Davis stated 
he was not familiar with the request for fiscal year 1956, for a trans- 
mission line appropriation in Idaho to be used as a bargaining point 
in negotiating a wheeling agreement with the Idaho Power & Light Co. 


The Solicitor’s memorandum of August 9, 1954 


Several paragraphs of Solicitor Davis’ memorandum of August 9, 
1954, urging adoption of the amendments, deserve attention 
(appendix D). 

Mr. Davis stated: 

The third is the repeal of sections 244.44 (c) and (d). These are the portions 
of the regulations which were considered so burdensome that the companies 
involved have refused to execute such easements. These are the provisions which, 
in substance, would subject the property of the lessee to Government usage, 
which would make the lessee identify the energy or product passing over the 
line, and would restrict it to the output of particular plants, and so forth, a thing 
which is almost impossible to do in connection with any large integrated system. 

His statement that “‘the companies involved have refused to execute 
such easements” can only refer to the requirement that the companies 
agree to wheel Government power to the extent of the unneeded 
excess capacity of the lines. The fact is that 84 rights-of-way, involv- 
ing most of the major western utility companies, had been granted 
under the old regulation, subject to the wheeling provision (supra, 
p. 25). 

The last sentence of the paragraph is inaccurate and misleading. 
It refers to 244.44 (c) and (d) and says that their provisions are impos- 
sible in connection with a large integrated system. As we have seen, 
wheeling is a common practice among utility companies (supra, p. 13). 
Nor does the regulation restrict the lines to the output of particular 
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lants;. it merely required approval of the local departmental official 
efore new plants were put on the line. No identification of any 
particular energy was required. 
Again, Mr. Davis stated: 
In general, I think it is safe to say that many of these former regulations are 
beyond the legitimate power of the Secretary to issue. They fall in the general 
pomeee of the highly restrictive regulations which the Court of Appeals for the 


istrict of Columbia condemned and held beyond the Secretary’s power in the 
El Paso Natural Gas case. 


This paragraph certainly implies that the regulations, and particu- 
larly the ae ing regulation was illegal. When questioned, Mr. 
Davis hedged considerably and said that the matter was an adminis- 
trative one, not a legal one (supra, p. 15). We have also shown that 
the El Paso Natural Gas case is not controlling since the facts and law 
were entirely different and since the Supreme Court had upheld wheel- 
ing provisions in Federal Power Commission v. Idaho Power Co. and the 
district court had upheld the very regulations in Idaho Power Co. v. 
Chapman. Mr. Davis’ complete disregard of these decisions in his 
memorandum, particularly since they were discussed in Mr. Geis- 
singer’s memorandum to him, certainly casts doubt on his good faith 
in citing the El Paso case. 

Finally, Mr. Davis stated: 

The old regulations repealed hereby also provided for the utilization by the 
Government of all excess capacity in lines on the public lands, a thing which is 
utterly impracticable, results in the inability of the lessee to ever have dependable 
reserve capacity, and again presupposes a vast extension of Government op- 
erations. 

Here, again, Mr. Davis misrepresents the regulation. The regula- 
tion did not provide for the utilization of all excess capacity in the 
lines. The regulation provided for use by the Government of any 
surplus capacity in excess of that needed by the right-of-way holder 


as certified by it on request. ~~ reserve capacity actually needed 
h 


did not have to be so certified. e regulation further provided for 
recapture of the capacity by the holder on 30 months’ notice. In 
his findings of fact in Jdaho Power Co. v. Chapman, Judge Bastian 
found: 

The requirement of 30 months’ notice to abandon use of the lines is reasonable 
in that construction activities are planned at least that far ahead in the electric 
industry. (See hearings, p. 91.) 

Mr. Davis did not mention that the Government gave reciprocal 
privileges on its lines. 

The presupposition of a vast extension of Government operations 
is, of course, Mr. Davis’.. The committee believes that the wheeling 
provision was designed to aid the Secretary of the Interior in carrying 
out his existing statutory duties in marketing Federal power in the 
face of mounting resistance by the privately owned power companies. 
It did not envisage any extension of Government operations beyond 
that provided by law. 

On the other hand, the elimination of the provision will make it more 
difficult for the Secretary to transmit and dispose of power to the rural 
electric cooperatives and public agencies which have statutory pref- 
erence. 


75147—56——_5 
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A question of privilege ; 

In the course of the hearings, the committee subpenaed the records 
of the Pacific Gas & Electric Co. relating to the changes in the regula- 
tions. The company claimed that communications between its legal 
staff and other officials of the company and between the legal staff 
of the company and those of other utility companies fell within the 
common-law privilege applying to communications between attorney 
and client and between attorneys for different clients engaged in a 
common cause. 

The chairman of the subcommittee had considerable doubt regarding 
the applicability of such common-law privileges to congressiona 
hearings. No precedent could be found for their application although 
there are precedents applying constitutional privileges. The chair- 
man, however, decided not to press the issue since it did not appear 
that the production of the documents was absolutely necessary at 
the time. 

It is arguable that such nonconstitutional common-law privileges 
which are applicable in the courts should not apply to congressional 
hearings where the public interest in obtaining all the relevant facts 
may transcend the interest in protecting individual litigants in court 
proceedings. 

At any rate, the committee recommends that Congress consider this 
issue and enact legislation defining the privileges that may be invoked 
before congressional committees. 





APPENDIX 


APPENDIX A* 


Pustic Lanps: INTERIOR 


MISCELLANEOUS AMENDMENTS TO GENERAL REGULATIONS APPLICABLE TO RIGHTS- 
OF-WAY OTHER THAN FOR RAILROAD PURPOSES AND FOR LOGGING ROADS,ON THE 
OREGON AND CALIFORNIA AND COOS BAY REVESTED LANDS 


Code of Federal Regulations, Title 48, Part 244 
(Comparison of present text with text prior to August 11, 1954) 


Federal Register, vol. 17, pp. 5897-5904 
Provisions before 1954 Amendments 


1. § 244.6 Documents which must 
accompany application—(a) 
Maps. * * * 


(1) The seale should be 2,000 feet to 
the inch for rights-of-way for such strue- 
tures as canals, ditches, pipe lines, and 
transmission lines and 1,000 feet to the 
inch for rights-of-way for reservoirs, 
except where a larger scale is required 
to represent properly the details of the 
proposed developments, in which case 
the scales should be 1,000 feet to the 
inch and 500 feet to the inch, respec- 
tively. 


2. § 244.8 Commencement of con- 
struction work in advance of 
approval of right-of-way; tres- 


(b) Any grant of advance permission 
is solely for the convenience of the 
applicant and is not a commitment by 
the Department that a _right-of-wa 
will be approved. The Department's 
authority in acting on a right-of-way 
application is not restricted in any way 
by the grant of advance permission or 
any requirements laid down in such 

nt of permission and the Department 
without limitation] may impose addi- 
tional or different uirements as 
conditions precedent to the approval of 
the right-of way. A grant of advance 
permission is revocable at will, and the 
grantee assumes all the risk of operating 
under such permission. 


Federal Register, vol. 19, pp. 5178-5179 
Provisions as Amended August, 1954 


1. § 244.66 Documents which must 
accompany application—(a) 
Maps, * * * 


(1) The scale should be 2,000 feet to 
the inch for rights-of-way for such struc- 
tures as canals, ditches, pipelines, and 
transmission lines and 1,000 feet to the 
inch for rights-of-way for reservoirs, 
except where a larger scale is required 
to represent properly the details of the 
proposed developments, in which case 
the scales should be 1,000 feet to the 
inch and 500 feet to the inch respec- 
tively. For electric transmission lines 
having a nominal voltage of less than 33 
kv. map scales may at option of the appli- 
cant be 5,280 feet to the inch." 

2. § 244.8 Commencement of con- 
struction work in advance of 
approval of right-of-way; tres- 

ass. * * * 

(b) Any grant of advance permission 
is solely for the convenience of the 
applicant and is not a commitment by 
the Department that a _right-of-wa 
will be approved. The Department’s 
authority in acting on a right-of-way 
application is not restricted in any 
way by the grant of advance permission 
or any requirements laid down in such 
grant of permission and the Department 
may impose additional or different 
requirements, within the scope of the 
applicable statute and lawful regulations 
thereunder, as conditions precedent to 
the smpenest of the right-of-way. A 
grant of advance permission is revocable 
at will, and the grantee assumes all the 
risk of operating under such permission." 


*Source: Margaret Fennell, American Law Division, Legislative Reference Service, the Library of 
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Federal Register, vol. 17, pp. 5897-5904 
Provisions before 1954 Amendments 


5. § 244.9 Terms and conditions. 


(a) To comply with [existing and 
future regulations and] State and 
Federal laws applicable to the project 
for which the right-of-way is approved, 
and to the lands which are included in 
the right-of-way. 

* . . * * 

(h) To comply with such other 
specified conditions with respect to 
the occupancy and use of the lands as 
may be found by the agency having 
supervision of the lands to be necessary 
as a condition to the approval of the 
right-of-way in order to render its use 
compatible with the public interest. 

. % * os * 


« 


(1) That the allowance of the right- 
of-way shall be subject to the express 
condition that the exercise thereof will 
not interfere [in any way] with the 
management, administration, or dis- 
posal by the United States of the lands 
affected thereby, and that he agrees and 
consents to the occupancy and use by 
the United States, its grantees, permit- 
tees, or lessees of any part of the right- 
of-way not actually occupied by the 
project, for necessary operations inci- 
dent to such management, administra- 
tion, or disposal. 


(m) That there are reserved rights-of- 
way for reservoirs, dams, and-~ other 
works which may thereafter be con- 
structed for the development of hydro- 
electric power or irrigation, under auth- 
ority of the United States, and that the 
use of the right-of-way for the purpose 
authorized shall be discontinued with- 
out liability or expense to the United 
States when found by the Secretary to 
be in conflict with such power or 
irrigation works.’ 


4. § 244.21 Payment required; excep- 
tions; default; revision of charges. 

(a) [Unless a higher rate is prescribed 
in the approval of the right-of-way,] the 
charge for use and occupancy of public 
and reservation lands for rights-of-way 
for telephone, telegraph, and power 
transmission lines, water-pipe _ lines, 
ditches or canals under the act of Febru- 
ary 15, 1901 (31 Stat. 790; 43 U. S. C. 
959); telephone, telegraph, and power 
transmission lines under the act of 
March 4, 1911 (36 Stat. 1253;43 U.8. C. 
961); tramroads under the act.of Jan- 
uary 21, 1895 (28 Stat. 635; 43 U. 8. C. 


iP. G. & E. language verbatim. 
+ Not susceptible of line by line com 
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Federal Register, vol. 19, pp. 5178-5179 
Provisions as Amended August, 1954 


3. $244.9 Terms and conditions. 


(a) To comply with State and Federal! 
laws applicable to the project for which 
the right-of-way is approved, and to the 
lands which are included in the right-of- 
way, and lawful existing regulations 
thereunder.! 

* * * . * 

(h) To comply with such other 
specified conditions, within the scope 
of the applicable statute and lawful 
regulations thereunder, with respect to 
the oceupaney and use of the lands 
as may be found by the agency having 
supervision of the lands to be necessary 
as a condition to the approval of the 
right-of-way in order to render its use 
compatible with the public interest.! 

* * * * * 


(1) That the allowance of the right-of- 
way shall be subject to the express con- 
dition that the exercise thereof will not 
unduly interfere with the management, 
administration, or disposal by the 
United States of the lands ajifected 
thereby, and that he agrees and con- 
sents to the occupancy and use by the 
United States, its grantees, permittees, 
or lessees of any part of the right-of-way 
not actually occupied or required by the 
project, or the full and fe ultlizalion 
thereof, for necessary operations incident 
to such management, administration, 
or disposal? 

(m) That the right-of-way herein 
granted shall be subject to the express 
covenant that it will be modified, 
adapted, or discontinued if found by the 
Secretary to be necessary, without 
liability or expense to the United States, 
so as not to conflict with the use and 
occupancy of the land for any author- 
ized works which may be hereafter con- 
structed thereon under the authority of 
the United States.? * 


4. § 244.21 Payment required; excep- 
tions; default; revision of charges. 

(a) The charge for use and occupancy 
of public and reservation lands for 
rights-of-way for telephone, telegraph, 
and power transmission lines, water 
pipelines, ditches or canals under the 
act of February 15, 1901 (31 Stat. 790; 
43 U. 8. C. 959); telephone, telegraph, 
and power transmission lines under the 
act of March 4, 1911 (36 Stat. 1253; 
43 U. S. C. 961); tramroads under the 
act of January 21, 1895 (28 Stat. 635; 
43 U.S. C. 956); oil.and gas pipelines 
under section 28 of the Mineral Leasing 


2 Change suggested by P. G. & E, not adopted verbatim, 
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Federal Register; vol. 17, pp. 5897-5904 
Provisions before 1954 Amendments 


956); oil and gas pipelines under sec- 
tion 28 of the Mineral Leasing Act of 
February 25, 1920 (41 Stat. 449), as 
amended August 21, 1935 (49 Stat. 678; 
30 U.S. C. 185); and water-pipe lines, 
ditches, flumes, tunnels, or canals under 
section 4 of the act of February 1, 1905 
(33 Stat. 628; 16 U. S. C. 524), shall be 
at the rate of five dollars ($5) per mile 
or fraction thereof per calendar year or 
fraction thereof for rights-of-way not 
over 100 feet in width and one dollar 
($1) per mile or fraction thereof for 
each additional 20 feet or fraction therof 
in width, 
* o * a a 

(f) At any time not less than five 
years after either the approval of the 
right-of-way or the last revision of 
rental charges thereunder, the regional 
administrator may review such charges 
and impose such new charges as [he 
may decide to] be reasonable and proper 
commencing with the ensuing calendar 
year. 


5. $244.41 Applications which may be 
submitted under the acts of Feb- 
ruary 15, 1901, and March 4, 1911. 

(a) All applications [for rights-of-way 
for purposes specified in the act of 

February 15, 1901, must be submitted 

thereunder, except that] where it is 

sought to acquire » right-of-way for the 
main purpose of irrigation, as contem- 
lated by sections 18 to 21 of the act of 
farch 3, 1891 (26 Stat. 1101;43 U.S.C. 

946-949), and section 2 of the act of 

May 11, 1898 (30 Stat. 404; 43 U.S. C. 

951), [the application] must be submitted 

under the 1891 and 1898 acts, in accord- 

ance with the applicable regulations in 
this part, 


6. § 244.43 Transmission lines. * * *. 

(b) A description of the transmission 
line of which the line for which a right- 
of-way is requested forms a part, giving 
in reasonable detail the points between 
which it will extend, its characteristics 
and purpose. There must also be in- 
cluded a statement as to the voltage for 
which the line is designed and at which 
it is to be operated initially, and a state- 
ment as to whether it is to serve a single 
customer, or a number of customers, or 
is intended to transmit power solely for 
the applicant’s use. If the line is to 
serve a single customer or is for the 
applicant's own use, the nature of such 
use must be given (such as airway bea- 
con, coal mine, and irrigation pumps). 
[If the line is to havea nominal voltage of 
33 kv. or over, the application should 


iP. G. & E. language verbatim. 
‘Change not suggested by P .G. & E, 


Federal Register, vol. 19, pp. 5178-5179 
Provisions as Amended August, 1954 


Act of February 25, 1920 (41 Stat. 449), 
as amended August 21, 1935 (49 Stat. 
678; 30 U. 8S. C. 185); and water pipe- 
lines, ditches, flumes, tunnels, or canals 
under section 4 of the act of February 
1, 1905 (33 Stat. 628; 16 U. 8. C. 524), 
shall be at the rate of five dollars ($5) per 
mile or fraction thereof per calendar year 
or fraction thereof for rights-of-way not 
over 100 feet in width and one dollar 
($1) per mile or fraction thereof for each 
additional 20 feet or fraction thereof in 
width.! 
* * * * * 


(f) At any time not less than five 
years after either the approval of the 
right-of-way or the last revision of 
rental charges thereunder, the regional 
administrator, after reasonable notice and 
Yeap for hearing, may review such 
charges and impose such new charges 
as may be reasonable and proper com- 
mencing with the ensuing calendar 
year.! 


5. § 244.41 Applications which may be 
submitted under the acts of Feb- 
ruary 15, 1901, and March 4, 1911. 

(a) All applications where it is sought 
to acquire a right-of-way for the main 
purpose of irrigation, as contemplated 
by sections 18 to 21 of the act of March 

3, 1891 (26 Stat. 1101; 43 U. S. C. 

946-949), and section 2 of the act of 

May 11, 1898 (30 Stat. 404; 43 U.S. C. 

951), must be submitted under the 1891 

and 1898 acts, in accordance with the 

applicable regulations in this part.‘ 


6. § 244.43 Transmission lines. * * *. 

(b) A description of the transmis- 
sion line of which the line for which a 
right-of-way is requested forms a part, 
giving in reasonable detail the points 
between which it will extend, its charac- 
teristics and purpose. There must also 
be included a statement as to the voltage 
for which the line is designed and at 
which it is to be operated initially, and 
a statement as to whether it is to serve 
a@ single customer, or a number of cus- 
tomers, or is intended to transmit 
power solely for the applicant’s use. If 
the line is to serve a single customer or 
is for the applicant’s own use, the 
nature of such use must be given (such 
as airway beacon, coal mine, and irriga- 
tion pumps).! 
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include a one-line diagram of the pro- 
posed line and the immediate intercon- 
necting facilities including power plants 
and substations, a power flow diagram 
for proposed line and connecting major 
lines showing conditions under normal 
use, and typical structure drawings of 
proposed line showing construction 
dimensions and list of materials.] 


7. § 244.43 Transmission lines. * * * 

{(c) A Statement as to the distance 
from the nearest transmission or distri- 
bution lines of any other person, corpo- 
ration, association, municipality, or 
other agency engaged in the sale of 
power, or a statement that there are no 
such lines existing or contemplated 
within 10 miles of any part of the trans- 
mission line of which the line for which 
a right-of-way is requested forms a 
part. 


8. § 244.44 Terms and conditions. * * * 
(b) To make provision, or bear the 
reasonable cost (as may be determined 
by the Secretary) of making provision 
for avoiding inductive interference be- 
tween any project transmission line or 
other project works constructed, oper- 
ated, or maintained by him on the ap- 
proved right-of-way, and any radio in- 
stallation, telephone line, or other com- 
munication facilities existing when the 
right-of-way is authorized, or any such 
installation, line, or facility thereafter 
constructed and operated by the United 
States or any agency thereof. This 
provision shall not relieve him from any 
responsibility or requirement whic 
may be imposed by other lawful author- 
ity for avoiding or eliminating inductive 
interference.’ 


9. § 244.44 Terms and conditions. * * * 

{[(c) That the transmission line for 
which the right-of-way is authorized 
shall not be used for the transmission 
of any power generated otherwise than 
by and at the connecting generating 
plant until the regional administrator 
shall have given written authority for 
such use and then only on the terms 
and conditions expressed in such written 
authority. 

{(d) To allow the Department of the 
Interior, in the case of a right-of-way 
applied for on or after October 14, 1948, 
and covering a right-of-way for an 
electrical transmission line having a 
nominal voltage of 33 kv or more, to 
utilize for the transmission of electrical 
wer any surplus capacity of the line 
excess of the capacity needed by the 
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7. § 244.43 Transmission lines. * * *! 


8. §244.44 Terms and conditions. * * * 

(b) Neither the cong heme, nor the right 
to occupy or use the lands for the pur- 

e authorized shall relieve him of any 
egal liability for causing inductive or 
conductive interference between any 
project transmission line or other proj- 
ect works constructed, operated, or 
maintained by him on the servient lands, 
and any io installation, telephone 
line, or other communication facilities 
now or hereafter constructed and oper- 
ated by the United States or any 
agency thereof? 





9. § 244.44 Terms and conditions. * * * 


() 
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holder of the right-of-way (subsequently 
referred to in this paragraph as “hol- 
der’’) for the transmission of electrical 
power in connection with the holder’s 
operations, or to increase the capacity 
of the line at the Department’s expense 
and to utilize the increased capacity for 
the transmission of electrical power. 
Utilization by the Department of sur- 
plus or increased capacity shali be sub- 
ject to the following terms and con- 
ditions: 

{(1) When the Department desires to 
utilize surplus capacity thought to exist 
in a line, notification will be given to the 
holder, and the holder shall furnish to 
the Department within 30 days a cer- 
tificate stating whether the line has any 
surplus capacity not needed by the 
holder for the transmission of electrical 
power in connection with the holder’s 
operations, and, if so, the extent of 
such surplus capacity. 

{(2) In order to utilize any surplus 
ney certified by the holder to be 
available, or any increased capacity 
provided by the Department at its own 
expense, the Department may inter- 
connect its transmission facilities with 
the holder’s line in a manner conform- 
able to approved standards of practice 
for the interconnection of transmission 
circuits. 

{(3) The expense of interconnection 
will be borne by the Department, and 
the Department will at all times pro- 
vide and maintain adequate switching, 
relaying, and protective equipment so 
as to insure that the normal and efficient 
operation of the holder’s line will not 
be impaired. 

{(4) After any interconnection is 
completed, the holder shall operate and 
maintain his line in good condition; 
and, except in emergencies, shall main- 
tain in a closed position all connections 
under the holder’s control between the 
holeer’s line and the interconnecting 
facilities provided by the Department. 

{(5) The interconnected power sys- 
tems of the Department and the holder 
will be operated in parallel. 

{[(6) The transmission of electrical 
poe § the Department over the 

older’s line will be effected in such 
manner and quantity as will not inter- 
fere unreasonably with the holcer’s use 
and operation of the line in accorcance 
with the holder’s normal operating 
standards, except that the Department 
shall have the exclusive right to utilize 
any increased capacity of the line which 
has been provided at the Department’s 


nse. 
“rD) The holder will not be obligated 
to allow the transmission over his line 


Ae eee ore ee eee i ee eo SPE RRA 








36 CERTAIN ACTIVITIES REGARDING POWER 


Federal Register, vol. 17, pp. 5897-5904 Federal Register, vol. 19, pp. 5178-5179 
Provisions before 1954 Amendments Provisions as Amended August, 1954 

























by the Department of electrical power 
to any person receiving service from the 
holder on the date of the filing of the 
application for a right-of-way, other 
than persons entitled to statutory 
preference in connection with the dis- 
tribution and sale of electrical power 
by the Department. 

{(8) The Department will pay to the 
holder an equitable share of the total 
monthly cost of maintaining and oper- 
ating the part of the holder’s line 
utilized by the Department. for the 
transmission of electrical power, the 
payment to be an amount in dollars 
representing the same proportion of the 
total monthly operation and mainte- 
nance cost of such part of the line as the 
maximum amount in kilowatts of the 

ower transmitted on a scheduled basis 

y the Department over the holder’s 
line during the month bears to the total 
capacity in kilowatts of that part of the 
line. The total monthly cost may 
include interest and amortization, in 
accordance with the system of accounts 
prescribed by the Federal Power Com- 
mission, on the holder’s net total 
investment (exclusive of any investment 
by the Department) in the part of the 
line utilized by the Department. 

{(9) If, at any time subsequent to a 
certification by the holder that surplus 
capacity is available for utilization by 
the Department, the holder needs for 
the transmission of electrical power in 
connection with its operations the whole 
or any part of the capacity of the line 
theretofore certified as being surplus 
to its needs, the holder may modify or 
revoke the previous certification by giv- 
ing the Secretary of the Interior 30 
months’ notice, in advance, of the 
holder’s intention in this respect. After 
the revocation of a certificate, the De- 
partment’s utilization of the particular 
line will be limited to the increased 
capacity, if any, provided by the De- 
partment at its expense. 

{(10) If, during the existence of the 
right-of-way, the holder desires recip- 
rocal accommodations for the transmis- 
sion of electrical power over the inter- 
connecting system of the Department 
to its line, such reciprocal accommoda- 
tions will be accorded under terms and 
conditions similar to those prescribed in 
this paragraph with respect to the trans- 
mission by the Department of electrical 
power over the holder’s line. 

{(11) The terms and conditions pre- 
scribed in this paragraph may be modi- 
fied at any time by means of a supple- 
mental agreement negotiated between 
the holder and the Secretary of the In- 
terior or his designee.] 
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APPENDIX B 
(The anonymous document) 


Svuacestep CHANGES IN Bureau or LaNnp MANAGEMENT RiGHt-or-Way 
Reacutations, Part 244, Tirta 43, CFR 


Section 244.6 (a) (1) 


“(1) The scale should be 2,000 feet to the inch for rights-of-way for such 
structures as canals, ditches, pipe lines, and transmission lines and 1,000 feet to 
the inch for rights-of-way for reservoirs, except where a larger scale is required 
to represent properly the details of the proposed developments, in which case 
the seales should be 1,000 feet to the inch and 500 feet to the inch, respectively. 
For electric transmission lines having a nominal voltage of less than 33 kv. map 
scales may at option of the applicant be 5,280 feet to the inch.” 

The ontional smaller scale for low-voltage lines will, in many cases, permit the 
use of 8%- by ll-inch maps to correspond with the size of paper used in the 
application. This would appear to be desirable both from the standpoint of 
the Bureau and the applicant. 


Section 244.8 (b) 


“(b) Any grant of advance permission is solely for the convenience of the 
applicant and is not a commitment by the Department that a right-of-way 
will be approved. The Department’s authority in acting on a right-of-way 
application is not restricted in any way by the grant of advance permission or 
any requirements laid down in such grant of permission and the Department 
witheut imitation may impose additional or different requirements, within the 
scope of the applicable statute and lawful regulations thereunder, as conditions 
precedent to the approval of the right-of-way. A grant of advance permission 
is revocable at will, and the grantee assumes all the risk of Operating under such 
permission.” 

The above changes negative the possible implication of arbitrariness in admin- 
istrative action, or intent to go beyond the applicable existing regulations which 
govern the conditions that would be imposed in the definitive grant of right-of- 
way based upon formal application (as distinguished from mere request for 
advance permission to proceed with construction). 


Section 244.9 (a) and (h) 


“(a) To comply with existing end feature regulations and State and Federal 
laws applicable to the project for which the right-of-way is approved, and to the 
lands which are included in the right-of-way and lawful existing regulations 
thereunder. 

“(h) To comply with such other specified conditions, within the scope of the 
applicable statute and lawful regulations thereunder, with respect to the occupancy 
and use of the lands as may be found by the agency having supervision of the lands 
to be necessary as a condition to the approval of the right-of-way in order to 
render its use compatible with the public interest.” 

See comments under 244.8 (b) above. 

Section 244.9 (1) 


(1) That the allowance of the right-of-way shall be subject to the express 
condition that the exercise thereof will not interfere (in any way) with the manage- 
ment, administration, or disposal by the United States of the lands affected 
thereby, and that he agrees and consents to the occupancy and use by the United 
States, its grantees, permittees, or lessees of any part of the right-of-way not 
actually occupied or required by the project, or the full and sofe utilization thereof, 
for pager operations incident to such management, administration, or dis- 


The desirability of the above change is self-explanatory. Various types of 
projects for which right-of-way is granted, with particular reference to electric 
transmission lines, uire reasonable space and clearance for safe utilization and 
ns over and ve the ground actually occupied by the structures them- 

ves. 

It is suggested that paragraph (m) of section 244.9 be omitted in its entirety. 
Regardless of the nature of the project for which right-of-way is granted (roads, 
transmission and telephone lines, pipelines, etc.), such projects, having been 
constructed in good faith under statutory rizht-of-way grant, should not be 
subject to summary removal or displacement. Such projects fulfill a public 
use of equal or corresponding necessity and value with subsequent developments. 
























38 CERTAIN ACTIVITIES REGARDING POWER 





It is only reasonable that compensation for such taking of prior constructed 
projects should be allowed as one of the reasonable and necessary costs of any 
subsequent development. 

Section 244.21 (a) and (f) 

“(a) Unless a higher rate is preseribed in the epprevel ef the right-of-way, 
The charge for use and a of public and reservation lands for planie-<- 
way for telephone, telegraph, and power transmission lines, water- wae “as 
ditches or canals under the act of February 15, 1901 (31 Stat. 790; 4 
959); telephone, telegraph, er power transmission lines under the act of Maret 
4, 1911 (36 Stat. 1253; {3 U.S ral 961); tramroads under the act of January 21, 
1895 (28 Stat. 635; 43 U.8 C. 956); oil and gas pipe lines under section 28 of 
the Mineral Leasing Act of Fi va ee 25, 1920 (41 Stat. 449), as amended August 
21. 1935 (49 Stat. 678; 30 U. 8. 185); and water-pipe lines, ditches, flumes, 
eatacls, or canals under section 4 a the act of February 1, 1905 (33 Stat. 628: 
16.U. 8. C. 524), shall be at the rate of five dollars ($5) per mile or fraction thereof 
per calendar year or fraction thereof for rights-of-way not over 100 feet in width 
and one dollar ($1) per mile or fraction thereof for each additional 20 feet or 
fraction thereof in width. 

“(f) At any time not less than five years after either the approval of the 
right-of-way or the last revision of rental charges thereunder, the regional admin- 
istrator, after reasonable notice and opportunity for hearing, may review such 
charges and impose such new charges as ke may deeide te be reasonable and 
proper commencing with the ensvir> calendar year.’ 

The desirability of the above changes i is self-explanatory. It eliminates possible 
criticism of arbitrariness in administrative action in that initial fee is fixed in 
the regulations themselves, and subsequent revisions would be based upon rea- 
sonableness in fact, following notice and opportunity for hearing. 


Section 244.43 (b) 


“(b) A description of the transmission line of which the line for which a right- 
of-way is requested forms a part, giving in reasonable detail the points between 
which it will extend, its characteristics and purpose. There must also be included 
a statement as to the voltage for which the line is designed and at which it is to 
be operated initially, and a statement as to whether it is to serve a single customer, 
or a number of customers, or is intended to transmit power solely for the appli- 
cant’s use. If the line is to serve a single customer or is for the applicant’s own 
use, the nature of such use must be given (such as airway beacon, coal mine, 
and irrigation pumps). 4 the Hine is te have a nominal 
the tpphentiott sheeted + 


It is not believed that the information deleted is material for transmission line 
right-of-way grant. 


Section 244.44 (b) 


“(b) To make provision, or bear the reasonable cost, or portion thereof, (as may 
be determined by the Secretary) of making provision for avoiding inductive 
interference between any project transmission line or other project works con- 
structed, operated, or maintained by him on the approved right-of-way, and any 
radio installation, telephone line, or other communication facilities existing when 
the rights-of-way i is authorized. or any sueh instalation, line; er faeility thereafter 
Heston dt tpehene } by the United States or any ageney thereof: This 
“gh nse shall not relieve him from any responsibility or requirement which may 

imposed by other lawful authority for avoiding or eliminating inductive 
interference.” 

Under paragraph (a) of section 244.44, the applicant is required to construct any 
transmission line in accordance with the standards prescribed in the National 
Electric Safety Code, as adopted and anerowd by the United States, Department 
of Commerce. One of the objects of the code construction requirements is the 
elimination of the causes of inductive interference. It is believed reasonable 
that the provision called for in paragraph (b) above should therefore be limited 
to existing lines, as future construction of other projects can largely avoid such 
interference by avoiding unnecessary or unreasonable proximity to the facilities 
already in place. Also, in many instances, reasonableness might well only require 
the applicant to stand a portion of any costs involved, assuming that the existing 
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facilities themselves were not constructed in accordance with acceptable or 
approved standards. 

t is suggested that paragraph (c) of section 244.43 and paragraph (c) of section 
244.44 be eliminated in their entirety. The information called for under these 
cape Meee is no longer applicable to modern electric power system operation, due 

interconnection between systems and necessary installation of new generating 

lants, which result in constantly changing sources of power supply and attendant 
Someteiaaion problems. While the information called for might be applicable to a 
single line supplying power for limited purposes from one or more isolated power- 
plants, such information is not deemed material or essential as a prerequisite for 
right-of-way grant. 

It is suggested that paragraph (d), including paragraphs (1) to (11), inclusive, 
of section 244.44 be eliminated in its entirety. This provision has resulted in 
considerable controversy. Moreover, it is believed to be now recognized that 
the numerous problems and conditions which must be studied and provided 
for in interchange or transmission of electric power over a given transmission 
line or system cannot practically be covered or imposed by regulation, and should 
be left to arrangements or agreements between the parties. Such agreements are 
common between numerous utilities and the Government, and the essential 
differences which exist in agreements in different localities and with different 
utilities, where transmission and other technical problems differ widely—as well as 
the fact that the regulation has already been amended several times in an attempt 
to meet the problems involved—are indicative of the fact that any attempted 
regulation would result in arbitrary standards which would be wholly inapplicable 
to the particular situation involved. 


APPENDIX C 


DEPARTMENT OF THE INTERIOR, 
OrricE oF THE SoticrTor, 

Washington 25, D. C., April 9, 1954. 
Memorandum. 
To: The Solicitor. 
From: James D. Geissinger. 
Subject: Revision of right-of-way regulations for electric transmission lines 

across public lands. 

I. PRELIMINARY STATEMENT 


In any revision of the subject regulations, it appears that there are two things 
to be considered. First, are there any of the present regulations which are invalid 
because they are not within the scope of the statutes governing such rights-of- 
way? Second, are there any of the present regulations which, though valid, are 
not necessary in the public interest? From my study I am convinced that with 
certain changes in language to eliminate possible arbitrariness in administrative 
action most of the current regulations would be upheld by the courts as being 
within the Secretary’s authority under the governing statutes. The present test 
applied to the legality of regulations is the test of reasonableness. Is there a 
reasonable relationship between the regulation limiting the grant and the use of 
the right-of-way for other governmental purposes? Whether a regulation is 
reasonable in close cases is largely one of individual judgment; however, the 
courts generally hold regulations valid unless they are clearly unreasonable. 


Il. THE LEGALITY OF THE REGULATIONS 


While rights-of-way for transmission lines have been granted to applicants 
since the first statute governing such matters was adopted in 1901, it appears 
that there was no difficulty between the Department and the applicants for such 
rights-of-way until four new regulations were added in 1948. The regulations 


added at that time were paragraphs (v), (w), (x), and (y) of 43 CFR 245.21 
(Cire. 1701, 13 F. R. 6214). Although there have been changes in those regula- 
tions since their adoption, the current regulations cover the same subject matter. 

At the present time there are seven cases on appeal from the Bureau of Land 
Management denying to the Pacific Gas & Electric Co. easements for electric 
transmission lines across public lands because the company refused to enter into 
stipulations required by the paragraphs mentioned below except upon condition 
that the stipulations be eliminated at such time as they might be held to be invalid 
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by a court. The paragraphs in question are (1) and (m) of 43 CFR 244.9 and 
(b) of 43 CFR 244.44 (Cire. 1825, 17 F. R. 5896). These were formerly (w), (x), 
and (y) above referred to. 

In addition to the cases mentioned, there are ten other similar cases brought 
by the Pacific Gas & Electric Co. which are now awaiting decision by the Bureau 
of Land Management. The company states that it is withholding 18 other ap- 
sages nye for rights-of-way which involve the same stipulations. The company 

as also asked us to reconsider another case decided in December of 1952, in re 
Pacific Gas & Electric Co. A-26541. In each of the 36 applications for a right- 
of-way, the legal questions are the same. The briefs filed to date are identical 
with each other and they are also practically identical with those filed in earlier 
eases involving the old regulations (w), (x), and (y). The earlier regulations 
were held to be valid in two cases brought by the company: A-26326 and A-26541, 
above referred to. 

The basic legal argument in the present cases, as well as in all the former ones, 
is that the Secretary has no authority under the 1911 act, infra, to impose the 
stipulations required by paragraphs (1) and (m) of section 244.9 and paragraph 
(b) of section 244.44 formerly (w), (x), and (vy). The regulations in question 
provide in substance: 

Paragraph (1) of section 244.9.—The right-of-way is subject to the condition 
that it will not interfere in any way with the administration, management, and 
disposal of the lands affected thereby and the permittee consents to the occupancy 
by the United States or its lessees and grantees of any part of the richt-of-way 
not actually occupied by the permittee’s transmission lines and needed for neces- 
sary operations in connection with the administration and disposal of such lands. 

Paragraph (m) of section 244.9.—The United States reserves a right-of-way for 
reservoirs, dams and other works thereafter constructed for the development of 
power and irrigation, under authority of the United States, and the applicant 
agrees to discontinue use of the right-of-way at any time, without liability or 
expense to the United States, if the Secretary finds that the right-of-way con- 
flicts with such power or irrigation use. 

Paragraph (b) of section 244.44.—Applicant agrees to avoid or to bear the entire 
cost of avoiding inductive interference with any radio installation, telephone line, 
or other communication facility then existing or subsequently constructed and 
operated by the United States or any agency thereof. 

The statutes governing rights-of-way for electric transmission lines other than 
piney transmission lines are the act of February 15, 1901 (31 Stat. 790, 43 

. 8. C. 959) and the act of March 4, 1911 (36 Stat. 1253, 43 U.S.C. 961). These 
acts have been superseded by the Federal Power Act of June 20, 1920 (41 Stat. 
1063), as amended by the act of August 26, 1935 (49 Stat. 838, 16 U. S. C. 791- 
825r) as to rights-of-way for primary transmission lines. 

The act of 1901 authorizes the Secretary of the Interior, under regulations to be 
fixed by him, to issue permits to persons, associations, and corporations for rights- 
of-way across public lands for a wide variety of purposes, including rights-of-way 
for electric transmission lines. The permit issued is revocable by the Secretary 
at any time. 

The act of 1911 authorizes the head of the department having jurisdiction over 
lands, under general regulations to be fixed by him, to grant easements across 
said lands for electric transmission lines. The grant may be to persons, associations, 
or corporations. 

The present regulations require all applications for fen ggen age 4 for any of the 
purposes mentioned to be submitted under the 1901 act with the exception of 
certain applications for rights-of-way for irrigation purposes (43 C.F.R. 244.41, 
Cire. 1825, 17 F. R. 5896). 

The Pacific Gas & Electric Co. contends in effect it is entitled to an exclusive 
and unconditional easement for a definite term pursuant to its application for a 
right-of-way made under the 191l act. The argument is: The purpose of the 1911 
act was to give a right-of-way user security of tenure and to avoid revocable 
permits under the 1901 act. The 1911 act provides the easement is forfeited 
when not used for 2 years or when abandoned. These are the only limiting 
conditions; otherwise the right-of-way is an exclusive one. A regulation which 
requires the company to take something less than an easement with definite 
tenure is in excess of the Secretary’s powers. Each of the regulations in question 
require the company to surrender some part or all of the easement, either at the 
time of the grant. or at some tire thereafter which may be less than the definite 
term. A regulation which requires this is not a regulation but is new legislation. 
Each of the regulations reduces the estate granted to something less than such an 
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easement; therefore, it is not within the scope of the 1911 act. The above argu- 
ments are applied to each of the regulations in question. 

As to paragraph (1), the company complains: The condition that the right-of- 
way use must not interfere in any way with the use of the property by the United 
States, or by its lessees or grantees, prevents the grant of any easement because 
ony, grant would interfere to some extent with such use. The condition per- 
mitting use of any part of the right-of-way not actually occupied by the grantee’s 


_ transmission line interferes with maintenance of the line and prevents any further 


expansion. The conditions require the company to take something less than an 
easement. The objections to this regulation are primarily to its sweep. 

As to paragraph (m), the company objects to discontinuance of the right-of-way 
when the Secretary finds it conflicts with power or irrigation works thereafter 
constructed by the United States. Under such a regulation there is no security 
of tenure whatsoever. The company has a right-of-way which may be terminated 
at any time after the grant. ' 

As to paragraph (b) requiring a grantee to avoid inductive interference with 
any radio, telephone, or other communication facilities existing at the time of the 
grant or subsequently constructed by the Government, the company objects to 
the provision in so far as it relates to future facilities. It foresees situations such 
as a parallel Government line along the right-of-way where the cost of avoiding 
inductive interference would be prohibitive, thereby causing it to give up its 
right-of-way. This kind of a situation would require it to surrender its easement 
at some indefimte time in the future short of a definite term. 

A fourth regulation permitting Government interconnection and use of a 
grantee’s transmission line was adopted at the same time as those mentioned imme- 
diately above. It has already been noted as paragraph (v) of 43 C. F. R. 245.21. 
It is now paragraph (d), subparagraphs 1 through 11 of 43 C. F. R. 244.44, as 
amended by circular 1834. While this paragraph is not involved in the present 
appeals it has been contested in the past even more vigorously than the others. 

At an informal hearing held on April 25, 1949 before the Solicitor of this Depart- 
ment, a group of western utilities jomed in the submission of a prepared statement 
asking the Department to rescind paragraph (v) of the regulations. At the hearing 
it was also requested orally that regulations (w), (x), and (z) be eliminated. 

The utilities presented the same basic argument then as the Pacific Gas & 
Electric Co. presents now. Under the 1911 act an applicant for a right-of-way 
for an electric transmission line is entitled to an exclusive easement of definite 
duration. The act does not impose upon applicant the burden of carrying 
Government power. A regulation which requires a grantee to permit Govern- 
ment use of its transmission line after a grant is made requires a surrender of a 
part of such easement. Further, the requirement permits the taking of property 
in violation of the fifth amendment without payment of compensation. The 
utilities also arg: ed that regulation (v) was indefinite and uncertain and that it 
was being applied retrcactively to transmission lines already partially constructed 
under advance permits. 

On June 25, 1949, the Solicitor rendered a memorandum opinion in which he 
agreed with the objections made to paragraph (v) that it was too indefinite and 
uncertain and that it should not be applied retroactively, but he disagreed with 
the objection that the Secretary had no authority to require a grantee to permit 
Government use of a grantee’s transmission line. It was the Solicitor’s opinion 
that the Secretary might issue a revocable permit under the 1901 act or an ease- 
ment under the 1911 act, that an unconditional and unqualified easement for 50 
years was the maximum grant the Secretary could make; and that the mere fact 
the quantum of the grant was less than the maximum did not mean that the grant 
was not an easement under the 1911 act. The Solicitor proposed a modified 
regulation (v) which was adopted on July 18, 1949 (14 F. R. 4620). Later para- 
graph (v) became paragraph (d) of 43 CFR 244.44 as amended by Circular 1834 
of the present regulations. In the opinion the Solicitor did not refer to the three 
other regulations (w), (x), and (y). 

Later in the case of Jn re: Idaho Power Co., No. A-25936, the Socicitor held 
that the modified paragraph (v) was a lawful regulation. As to the argument that 
regulation prevented the applicant from acquiring an easement, the Solicitor 
said: 

‘The Congress fixed the maximum limit of the estate which may be granted, 
i. e., an unconditional easement covering the exclusive use of the right-of-way 
for a term of 50 years. It left for the determination by the Secretary, in his 
diseretion, the extent of the estate within that maximum limit, which is to be 
granted in the particular case * * *.” 
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Subsequent to the Department’s decision, the Idaho Power Co. brought a 
declaratory judgment action in the United States District Court for the District 
of Columbia in which it raised the question of the validity of regulation (v). 
In the opening sentence of its brief the company made it plain that it was not 
contesting the authority of Congress to impose such a condition if it desired. The 
same arguments were made to the court as in the present appeals. After holding 
that there was no justifiable controversy because no occasion had arisen for 
enforcement of the regulation, the court held that paragraph (v) of section 
245.21, 48 CFR, now 43 CFR section 244.44 (d) was authorized by law and was a 
valid regulation. In its findings of fact the court found the regulation was reasona- 
ble and was not arbitrary or capricious. The court stated in a memorandum 
decision (Idaho Power Co. v. Chapman, Civil Action No. 4540-50): 

“The provision (of the 1911 act) authorizing the head of the department to 
grant easements or rights-of-way under ‘general regulations to be fixed by him’ 
includes the right to make reasonable regulations, and the regulations adopted 
seem to the court to be reasonable and to furnish adequate protection to the 

laintiff.”’ 

J In a contemporary case, Federal Power Commission v. Idaho Power Co. (89 
U. 8. App. D. C. 1, 189 F. 2d 665), a question involving the same principle was 
raised. There it was claimed that the Federal Power Act (41 Stat. 1065, 49 Stat. 
840, 16 U.S. C. sec. 797 (e)), did not give the Commission authority to require as 
a condition of a license to construct, operate, and maintain a hydroelectric power 
project the use of the licensee’s lines for the transmission of Government power. 
As in Idaho Power Co. v. Chapman, the o_o recognized that Congress could 
impose such a condition by virtue of its authority over the public domain under 
article IV, section 3 of the Constitution, but it argued Congress had not delegated 
to the Commission the authority to impose such a condition. The court of appeals 
held for the company. 

This holding was reversed by the Supreme Court in Federal Power Commission 
v. Idaho Power Co. (334 U.S. 17). The Court construed section 6 of the Federal 
Power Act, supra, which permits the Commission to impose such further con- 
ditions, if any, as the Commission shall prescribe in conformity with the act in 
the light of sections 4 and 10 of the act which gave the Commission broad powers 
relating to protection of the public domain, the conservation of water power 
resources, and the development of comprehensive plans for waterways as author- 
izing the Commission to impose a condition for Government use of licensee’s 
transmission lines to the extent of its excess capacity. 

While it may be that there is a distinction to be made between the Federal 
Power Act, supra, and the right-of-way act of 1911 based upon language, it would 
appear that the principle is the same whether the condition under the former act 
must be in conformity with the act or whether the regulation under the latter act 
must be in conformity with it. Under the 1911 act the Secretary is permitted to 
grant easements for electric transmission lines under genersl regulations to be 
fixed by him. In /daho Power Co. v. Chapman, the lower Federal court held this 
permitted him to impose a condition permitting Government use of a grantee’s 
transmission line and the case was not appealed. ‘ 

Unless the company in the current cases comes up with a new argument it 
would appear that the regulations in question would be sustained by a court if 
and when squarely presented. 

Aside from the answers made to the arguments heretofore raised, it is significant 
to me that both the 1901 act and the 1911 act, providing for revocable permits 
and easements for transmission lines respectively, are still on the books. Although 
it might have been argued at one time that the 1911 act repealed the 1901 act by 
implication insofar as rights-of-way for transmission lines are concerned, the 
argument loses its effectiveness because the 1901 act was reenacted in 1940 with 
its original language providing for revocable permits for such rights-of-way. 
Under such circumstances, it is difficult to follow the company’s theory of being 
entitled to an exclusive and unconditional easement for transmission line rights- 
of-way. As previously noted all applications to such rights-of-way must, under 
the current regulations, be made under the 1901 act. 

It is elemental that an easement need not be exclusive and it need not be 
unconditional. Thompson on Real Property, permanent edition, volume I, 
section 315 at page 502 gives a number of definitions of an easement including 
the following: 

“* * * It has also been said to be a right in one person to do certain acts on another’s 
land, or to compel such other to refrain from doing certain acts thereon. It is a 
liberty, privilege, or right which the owner of one parcel of land has in the lands 
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of another. * * * It is a charge or burden upon one estate for the benefit of 
another. * * *” [Italics supplied.] 

It is my conclusion that with minor changes the contested regulations would 
be held to be legal regulations by a court. 


Ill, REVISION OF REGULATIONS 


For some time the Department has been considering the possibility of amending 
or eliminating some of the present right-of-way regulations governing electric 
transmission lines. Informal requests have been made of the various utilities in 
the Western States to make suggestions concerning such changes. Of the contro- 
versial regulations, the utilities have suggested modifications as to paragraphs (1) 
of 244.9 and (b) of 244.44 and elimination of paragraphs (m) of 244.9 and (d) of 
244.44. Changes have been suggested in other regulations to negative possible 
arbitrary action and to remove language which has become obsolete. Specific 
suggestions have been made by the Pacifie Gas & Electric Co. attorneys and I 
am advised these suggestions have the approval of attorneys representing other 
of the Western States utilities. The suggested changes have been considered in 
the order and manner presented. The company quotes the regulation, crosses out 
objectionable language and italicizes new language. This is followed by comment 
by the utility counsel. For easy reference I will first set forth each section; this 
will be followed by the company’s comments and finally by my comments. 


Section 244.6 (a) (1) 


*(1) The scale should be 2,000 feet to the inch for rights-of-way for such 
structures as canals, ditches, pipe lines, and transmission lines and 1,000 feet to the 
inch for rights-of-way for reservoirs, except where a larger scale is required to 
represent properly the details of the proposed developments, in which case the 
scales should be 1,000 feet to the inch and 500 feet to the inch, respectively. 
For electric transmission lines having a nominal voltage of less than 33 kv. map scales 
may at option of the applicant be 5.280 feet to the inch.” 

Company comment,—“The optional smaller scale for low-voltage lines will, in 
many cases, permit the use of 844- by 11-inch maps to correspond with the size 
of paper used in the y 5 sanmeenae This would appear to be desirable both from 
the standpoint of the Bureau and the applicant.” 

I see no objection and would recommend this change. 


Section 244.8 (b) 


“(b) Any grant of advance permission is sclely for the convenience of the 
applicant and is not a commitment by the Department that a right-of-way will 
be approved. The Department’s authority in acting on a right-of-way applica- 
tion is not restricted in any way by the grant of advance permission or any 
requirements laid down in such grant of permission and the Department witheut 
imitation may impose additional or different requirements, within the scope of 
the applicable statute and lawful regulations thereunder, as conditions precedent to 
the approval of the right-of-way. A grant of advance permission is revocable at 
will, and the grantee assumes all the risk of operating under such permission.” 

Company comment.—‘‘The above changes negative the possible implication of 
arbitrariness in administrative action, or intent to go beyond the applicable exist- 
ing regulations which govern the conditions that would be imposed in the definitive 
grant of right-of-way based upon formal application (as distingusihed from mere 
request for advance permission to proceed with construction.)”’ 


here appears to be nothing in this suggested change incompatible with the 
public interest. 


Section 244.9 (a) and (h) 


“(a) To comply with existing end feature regulations and State and Federal 
laws applicable to the project for which the right-of-way is approved, and to the 
lands which are included in the right-of-way, and lawful existing regulations 
thereunder. 

“‘(h) To comply with such other specified conditions, within the scope of the ap- 
plicable statute and lawful regulations thereunder, with respect to the occupancy 
and use of the lancs as may be found by the agency having supervision of the 
lands to be necessary as a concition to the approval of the right-of-way in order 
to render its use compatible with the public interest.” 

Company comment.—‘‘See comments under 244.8 (b) above.” 

Future regulations and laws should not be se ge retroactively without pay- 
ment of compensation. As noted in part 2 of this memorandum the former 
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Solicitor refused to apply the regulation relating to interconnection and use of 
grantee’s transmission lines by the Government to rights-of-way acquired prior 
to its adoption. While Congress may subsequently pass laws which could be 
retroactively applied to rights-of-way ot pecan granted, it would be applicable 
to existing projects only to the extent that compensation was paid to the grantee. 
I strongly recommend the suggested changes as the present ones are arbitrary 
and capricious and probably would violate’ the fifth amendment. 


Section 244.9 (l) 


(1) That the allowance of the right-of-way shall be subject to the express 
condition that the exercise thereof will not interfere (in any way) with the manage- 
ment, administration, or disposal by the United States of the lands affected there- 
by, and that he agrees and consents to the occupancy and use by the United 
States, its grantees, permittees, or lessees of any part of the right-of-way not 
actually occupied or required by the project, or the full and safe uti ization thereof, 
for necessary operations incident to such management, administration, or disposal”’ 

Company comment.—‘‘The desirability of the above change is self-explanatory. 
Various types of projects for which right-of-way is granted, with particular refer- 
ence to electric transmission lines, require reasonable space and clearance for safe 
utilization and operation, over and above the ground actually occupied by the 
structures themselves.” 

This appears to be a reasonable request. It is obvious that in order for the 
easement to be of any value the owner of the land must be excluded to a certain 
extent. Joint occupancy unless limited by the added language would permit uses 
by the Government and its grantees which would render the right-of-way entirely 
valueless. Furthermore, the present regulations in paragraph (f) of section 
244.9 provide for indemnity to the United States against any liability for damages 
to life and property arising out of the occupancy of lands under the right-of-way. 

I would also suggest the deletion of the words ‘‘an any way” appearing in the 
second and third lines of the section and set off in parens and the substitution of the 
word “unduly’’ or “unreasonabty’’*therefore. It is obvious that-any grant of a 
right-of-way will interfere to some extent and as noted in part II of this memo- 
randum there is a doubt if there can be a grant with a condition such as presently 
exists. 

Section 244.9 (m) is amended to read: 

“Spec. 244.9 TERMS AND CONDITIONS. * * * 

“(m) That there are reserved rights-of-way for reservoirs, dams, and other 
similar or related works which may thereafter be constructed for the development 
of hydroelectric power or irrigation, or for any other purposes, or combination of 
purposes, under authority of the United States, and the use of the right-cf-way 
for the purpose authorized shall on order of the Secretary be discontinued ‘or 
adapted’ without liability or expense to the United States, to the extent found by 
him to be in conflict with such reserve rights-of-way.” (Feb. 21, 1953 (F. R. Doe. 
53-1864; Filed, Feb. 27, 1953; 8:45 a. m.)) 

Company comment.—‘“‘It is suggested that paragraph (m) of section 244.9 be 
omitted in its entirety. Regardless of the nature of the project for which right- 
of-way is granted (roads, transmission, and telephone lines, pipelines, ete.), such 
projects, having been constructed in good faith under statutory right-of-way 
grant, should not be subject to summary removal or displacement. Such projects 
fulfill a publie use of equal or corresponding necessity and value with subsequent 
developments. It is only reasonable that compensation for such taking of prior 
constructed projects should be allowed as one of the reasonable and necessary 
costs of any subsequent development.” 

Fa gaara have suggested that if the paragraph is not omitted it be changed 
to read: 

“‘(m) That there are reserved rights of way for reservoirs, dams and other 
works, specifically projected and suthorised by Congress at the time of applicant’s 
acceptance of its right of way, which may thereafter be constructed for the develop- 
ment of hydroelectric power or irrigation as authorized i 

oe States, and that the use of the right of way for the purpose authorized 
shall be discontinued without liability or expense to the United States when 
feund by the Seeretary te be in conflict with such power or irrigation works.”’ 

The suggestion that paragraph (m) be deleted or modified as suggested is not 
compatible with the public interest. The Congress has granted rights-of-way 
across public lands for reservoirs, canals, and ditches for irrigation and incidental 
cert’ purposes to persons, associations, and corporations, whether heretofore or 

ereafter constructed. The Secretary of the Interior has no discretion whatso- 
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ever in such matters. His duties would appear to be of a ministerial nature. 
He must satisfy himself that corporate applicants are properly organized under 
State law and that all applicants have filed the uired cercificates and maps. 
Further, it should be observed that all patents issued subsequent to 1890 contain 
reservations for such works constructed by the authority of the United States. 
Sections 945, 946-951, inclusive, title 43 United States Code. 

The comments of the company may have merit, but under the circumstances, 
the request for elimination of paragraph (m) would, of necessity, have to be 
directed to the Congress. 

It is my opinion that the paragraph could be modified so as to make it less 
burdensome by adding the words ‘‘or adapted’’ immediately following the word 
“discontinued” in the seventh line of the quoted regulation. I have indicated 
this addition by italicized language in the quoted paragraph. 

Section 244.21 (a) and (f) 

“(a) Prless ae higher rate is presertbed im the appreveal ef the right of way; 
The charge for use and occupancy of public and reservation lands for rights-of- 
way for telephone, telegraph, and power transmission lines, water-pipe lines, 
ditches or canals under the act of February 15, 1901 (31 Stat. 790; 43 U. 8. C. 
959); telephone, telegraph, and power transmission lines under the act of March 
4, 1911 (86 Stat. 1253; 43 U. S. C. 961); tramroads under the act of January 
1895 (28 Stat. 635; 43 U. 8S. C. 956); oil and gas pipe lines under section 28 of the 
Mineral Leasing Act of February 25, 1920 (41 Stat. 449), as amended August 21, 
1935 (49 Stat. 678; 30 U.S. C. 185); and waterpipe lines, ditches, flumes, tunnels, 
or canals under section 4 of the act of February 1, 1905 (33 Stat. 628; 16 U.S. C. 
524), shall be at the rate of five dollars ($5) per mile or fraction thereof per 
calendar year or fraction thereof for rights-of-way not over 100 feet in width and 
one dollar ($1) per mile or fraction thereof for each additional 20 feet or fraction 
thereof in width. 

“(f) At any time not less than five years after either the approval of the right- 
of-way or the last revision of rental charges thereunder, the regional adminis- 
trator, after reasonable nolice and opportunity for hearing, may review such charges 
and impose such new charges as he may deeide te be reasonable and proper com- 
mencing with the ensuing calendar year.”’ 

Company comment.—‘‘The desirability of the above changes is self-explanatory. 
It eliminates possible criticism of arbitrariness in administrative action in that 
initial fee is fixed in the regulations themselves, and subsequent revisions would 
be based upon reasonableness in fact, following notice and opportunity for 
hearing.” 

There is nothing in the suggested changes incompatible with the public interest 
and I believe the present regulations would be strengthened from a legal stand- 
point by their adoption. 


Section 244.43 (b) 


“(b) A description of the transmission line of which the line for which a right- 
of-way is requested forms a part, giving in reasonable detail the points between 
which it will extend, its characteristics and purpose. There must also be in- 
cluded a statement as to the voltage for which the line is designed and at which 
it is to be operated initially, and a statement as to whether it is to serve a single 
customer, or a number of customers, or is intended to transmit power solely 
for the applicant's use. If the line is to serve a single customer or is for the appli- 
cant’s own use, the nature of such use must be given (such as airway beacon, 
coal mine, and irrigation pumps). +H ¢he Hre is te heave a seminal voltage of 33 
Jee oF lieati oy . , 


Company comment.—“It is not believed that the information deleted is material 
for transmission line right-of-way grant.” 
I see no objection to this change. 


Section 244.44 (b) 


“(b) To make provision, or bear the reasonable cost, or portion thereof, (as 
may be determined by the Secretary) of making provision for avoiding inductive 
interference between any project transmission line or other project works con- 
structed, operated, or maintained by him on the approved right-of-way, and 
any radio installation, telephone line, or other communication facilities existing 
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This provision shall not relieve him from any responsibility or requirement which 
may be imposed by other lawful authority for avoiding or eliminating inductive 
interference.” 

Company comment.—‘‘Under paragraph (a) of section 244.44, the applicant is 
required to construct any transmission line in accordance with the standards 
prescribed in the National Electric Safety Code, as adopted and approved by 
the United States Department of Commerce. One of the objects of the code 
construction requirements is the elimination of the causes of inductive interference. 
It is believed reasonable that the provision called for in paragraph (b) above 
should therefore be limited to existing lines, as future construction of other 
projects can largely avoid such interference by avoiding unnecessary or unreason- 
able proximity to the facilities already in place. Also, in many instances, reason- 
ableness might well only require the applicant to stand a portion of any costs 
involved, assuming that the existing facilities themselves were not constructed 
in accordance with acceptable or approved standards.” 

This suggested change might conceivably be incompatible with the public 
interest. ‘The United States might in the future decide to build a parallel line 
or some other communication facility on the right-of-way which under existing 
law can be 400 feet wide. Alternative locations for the Government facilities 
might be over private lands at considerable extra expense. When one considers 
that the utility is obtaining its rights-of-way for $5 per mile, it would seem it 
should bear a portion of the cost of avoiding inductive interference when related 
to future Government lines. Perhaps it would be reasonable to divide the costs 
as to future projects. As to existing projects, the company should bear the 
entire cost in view of the fact they are obtaining their right-of-way at suchj/a 
nominal! figure. 


Section 244.43 * * * 

*“(c) A statement as to the distance from the nearest transmission or distribu- 
tion lines of any other person, corporation, association, municipality, or other 
agency engaged in the sale of power, or a statement that there are no such lines 
existing or contemplated within 10 miles of any part of the transmission line of 
which the line for which a right-of-way is requested forms a part.’ 


Section 244.44 * * * 


“(c) That the transmission line for which the right-of-way is authorized shall 
not be used for the transmission of any power generated otherwise than by and 
at the connecting generating plant until the regional administrator shall have 
given written authority for such use and then only on the terms and conditions 
expressed in such written authority.” 

Company comment.—‘“‘It is suggested that paragraph (c) of section 244.43 and 
paragraph (c) of section 244.44 be eliminated in their entirety. The information 
called for under these paragraphs is no longer applicable to modern electric power 
system operation, due to-interconnection between systems and necessary installa- 
tion of new generating plants, which result in constantly changing sources of 
_ supply and attendant transmission problems. While the information called 
or might be applicable to a single line supplying power for limited purposes from 
one or more isolated powerplants, such information is not deemed material or 
essential as a prerequisite for right-of-way grant.’ 

I see no reason why these sections should not be eliminated. The first section 
appears to be obsolete and the second unnecessary. 


Section 244.44 (d) 48 Code of Federal Regulations, as amended by Circular 1834 

I have not quoted this section because of its length and because it has been 
discussed in detail in part 2 of this memorandum. As noted, the utilities have 
sought to have this regulation eliminated ever since the adoption of the first 
regulation in 1948 permitting the Government to interconnect and use a grantee’s 
transmission line. The regulation only applies to distribution lines and then only 
to lines of 33 kilovolts or more. Once the Government uses any surplus capacity 
of a grantee’s line the capacity cannot be recovered to meet the neec's of grantee 
except upon 30 months’ notice to the Government. Most of the utilities have at 
considerable extra expense built such lines across non-Government lands because 
of their objections to this regulation. Although this regulation was upheld in 
Idaho Power Co. v. Chapman, supra, it is doubtful if it is a necessary one. Cer- 
tainly the provisions permitting the Government to increase the capacity of such 
lines and use such increased capacity for transmission of Government power should 
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be eliminated. It would appear that the regulation is not in harmony with the 
present power policy, and in view of the fact it is being avoided anyway, I would 
recommend its deletion. 

Generally and with the exception of paragraph (m) which must be retained in 
its present form because of Federal statutes, it is my opinion that the suggested 
changes with the exceptions noted would be in the public interest. If the changes 
are made then the legal questions raised in the pending cases would become 
academic and the Pacific Gas & Electric Co. would undoubtedly withdraw its 
-drapeaes appeals and make new applications for rights-of-way in accordance with 

he amended regulations. 


James D. GEISSINGER. 


APPENDIX D 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 


Washington 25, D. C., August 9, 1954. 
Memorandum. 


To: The Secretary. 

From: The Solicitor. 

Subject: Amendment of the regulations relating to rights-of-way and easements 
over public lands. 

There are attached hereto several proposed amendments to the regulations 
relating to the granting of easements over public lands. 

These regulations were amended in 1948 and there were put into them such a 
large number of restrictions and reservations that they were considered so burden- 
some by the various persons and companies having occasion to desire easements 
that in many cases these persons and corporations built additional miles of line 
(pipeline or electric) for the express purpose of detouring public land and avoiding 
the burdensome and uncertain effect of the regulations. Certainly, this is hardly 
in the public interest since it greatly increases the cost of such operation which, in 
turn, is reflected in the rates to the public. 

This matter has been worked on for more than a year by the Solicitor’s staff 
under the primary responsibility of Mr. Geissinger in cooperation with Messrs. 
Armstrong, Burke, Fritz, and myself. 

The various companies involved would, of course, like an easement that could 
not be disturbed under any circumstances for a long period of time, perhaps 50 
years. This, of course, we cannot agree to. It is felt that the Government must 
preserve its rights to construct other and additional projects and other and 
additional lines on Government land which might disturb existing easements. 

On the other hand, unless these companies have some assurance of permanency 
beyond the mere whim of the Secretary (and that is about what the previous 
regulations provided), it is obvious that they cannot secure the capital, and if 
they could secure it, would not be wise in investing it on such an uncertain tenure. 

There have been many proposals made and the Solicitor’s staff has made many 
drafts of suggested changes. There are in the regulations as drawn three items 
to which your attention should be directed. The first is paragraph (1) at_the 
bottom of page 1 which, I think, protects the interests of the United States,and 
section (m) at the top of page 3 which gives the companies some reasonable pro- 
tection against arbitrary conduct but at the same time permits the Secretary to 
make a finding that the lines of the lessee conflict with works authorized by the 
Congress and therefore must be rerouted to avoid the conflict. 

The third is the repeal of sections 244.44 (ec) and (d). These are the portions 
of the regulations which were considered so burdensome that the companies in- 
volved have refused to execute such easements. These are the provisions which, 
in substance, would subject the property of the lessee to Government usage, which 
would make the lessee indentify the engergy or product passing over the line, and 
would restrict it to the output of particular plants, and so forth, a thing which is 
almost impossible to do in connection with any large integrated system. 

In general, I think it is safe to say that many of these former regulations are 
beyond the legitimate power of the retary to issue. They fall in the general 

attern of the highly restrictive regulations which the Court of Appeals for the 
istrict of Columbia condemned and held beyond the Secretary’s power in the 
El Paso Natural Gas case. 

I do not believe that they serve any useful purpose unless one proceeds upon 

the theory that the Federal Government is to continue to expand its electric 
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operations and engage in competitive enterprise with the owners of existing 
facilities. 

The old regulations repealed hereby also provided for the utilization by the 
Government of all excess capacity in lines on the public lands, a thing which is 
utterly impracticable, results in the inability of the lessee to ever have dependable 
reserve capacity, and again presupposes a vast extension of Government opera- 
tions. 

I believe the regulations in their attached form adequately protect all of the 
interests of the United States, and I recommend their approval. 


Crarence A, Davis, Solicitor. 


APPENDIX E 
Tuere ARE Two Sipes Tro Every Story... Tuxis 1s Our Sipe 


Once upon a time, there were two farmers named Brown and Jones. They 
lived in the same valley—in fact, they lived across the road from each other. 
They grew the same kind of crops, milked the same number of cows, had similar 
houses and barns. In most ways, they were alike as two peas in a pod. 

But there was one big difference. Farmer Jones had electricity on his farm 
and Farmer Brown was denied it until such time as he could earn enough money 
to pay for the construction of a power line to his farm. No matter how he tried, 
pleaded, and figured, he could not seem to get the necessary funds to finance the 
line and he hated the idea of paying for something and then giving it back to 
the power company for maintenance and service. 

Farmer Brown and his neighbors learned that in 1936 the Rural Electrification 
Act had been passed by Congress, whereby they could borrow money at interest 
rates that they could afford to pay and organize cooperatives and serve them- 
selves with electricity at cost. The loan had to be repaid with interest over a 
term of 35 years. 

Nothing strange about that, you say? Nothing except that, in the eyes of 
the Government Farmer Jones and Farmer Brown are like citizens and are 
entitled to have the same comforts of life. 

Were these REA cooperatives tax-free? The local electric light and power 
company would like you to believe so. They were and still are subject to every 
tax in the book, even Federal income taxes. They do not pay income taxes for 
the reason that they serve themselves with electricity at cost and, therefore, 
have no profit. REA cooperatives in Montana were assessed $153,233 in Federal, 
State, and local taxes for the year 1953. 

The local power company most assuredly has been the preferential customer 
at the Federal power dams since their very inception. They receive all of the 
power produced at the Canyon Ferry Dam—a brand new free dam as it were 
for the power company, all built and equipped by the United States taxpayer. 
At Fort Peck—the local power company purchased 11,322,601 kilowatt-hours 
at Whatley during 1953, and had 191,814,684 more kilowatt-hours delivered over 
the Government Rainbow line to their Rainbow substation in Great Falls. This 
power was metered at Rainbow, with the Government taking the line loss. All 
this power was purchased at dump power rates of 2.5 mills. Your local REA 
cooperative during the same period purchased a total of 2,547,868 kilowatt-hours 
at Whatley at a rate of 5.5 mills. 

Of the total energy deliveries by the Bureau of Reclamation from Fort Peck 
facilities during 1953, over 33 percent were sold to rural electric cooperatives and 
other public authorities. Sales of firm and secondary energy to the Montana- 
Dakota Utilities Co. amounted to 28 percent of the total deliveries, while 37 
percent was sold as dump energy to the Montana Power Co. Interchange deliv- 
eries accounted for the remaining 2 percent of the energy deliveries. The increase 
over fiscal year 1952 in delivery of dump power to the Montana Power Co. was 
due to the power shortage in the Pacific Northwest. 

Of the total revenues realized from sales of electric energy for the report years, 
45 percent resulted from sales to rural electric cooperatives and other public 
authorities. Sales of firm and secondary energy to the Montana-Dakota Utilities 
Co. produced 29 percent of the total, while the remaining 26 percent represented 
sales of dump energy to the Montana Power Co. 


All the above figures were taken direct from the 10th annual report 1953 at 
Fort Peck. 
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From figures available today, the trend has not changed. 

Your local REA cooperative (holder of the only firm power contract from the 
Whatley transmission line) has been unsuccessful in the past to obtain improved 
transmission facilities to Whatley. 

Now, the Whatley transmission line ir to be rebuilt to twice the present capacity 
to give the service that Montana Power Co. requires, so that they can adequately 
serve the new Glasgow Airbase and the city of Glasgow, from the one and only 
firm power source available. The Bureau of Reclamation by building a new 
line from Fort Peck to Whately will actually deliver this dump power, one-half the 
distance from Fort Peck to the airbase. Do you now wonder why Montana 
Power Co. is serving the new airbase, instead of your local REA cooperative. 
Preference customer—hardly seems fair does it? 

After the power company purchases this power at dump power rates they turn 
around and resell it to you taxpayers at a nice fat profit... . Power from the 
Federal dams, that taxpayers paid for. 

In our State of Montana in 1953, REA cooperatives sold electricity to 37,525 
rural customers. This is a lot of tax-paying citizens that would still be without 
— hy = modern conveniences had it not been for the Rural Electrification 
Act of 1936. 

Is it so unfair, or such a great crime that these people have these modern con- 
veniences? It isn’t costing the taxpayer, as some people would like you to believe. 
This money has been borrowed and is being repaid with interest. There is not 
one delinquent REA borrower in Montana. 

Your local REA cooperative has repaid a total of $143,284.80 on its loan, of 
which $63,289.72 was interest. This being one of the smallest cooperatives in the 
State, it is easy to see just how much money Uncle Sam gets in interest each year. 
Most of the loans will be repaid at this same rate until about 1980. That’s a 
lot of interest money. Does this sound like a burden on the taxpayers? 

Does our side of the story sound like a fairy tale? Not atall. It only proves 
what’s happening every day in the electric power business. We realize that the 
large private power companies have the funds to hire specialists to write their 
advertising and that we do not have the funds to counteract this advertising at 
all times, but we are compelled to answer such unjustified attacks as that of the 
Montana Power Co.’s advertising specialists which was so widely circulated in 
all the local State papers during the week of November 6-18, 1955. 

VautLEy County Exvecrric Cooperative, Inc 
Glasgow, Mont. 
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Do These Farmers Look Different? 


. the Government says they are! 


Once upon a time, there were two farmers named Brown ond Jones. 


They lived in the same valley—in fact, they lived across the road from 
each other 


They grew the same kind of crops, milked the same number of cows, 
had similar houses and borns. In most ways, they were clike as two peos 
in a pod 


But there was one big difference. Farmer Brown bought his electric power 
from a public agency, such as a tax-free Public Utility District or an REA, 
while Farmer Jones bought his from the local electric light and power company. 


Nothing strange about that, you say? Nothing except that, in the eyes 
of the Government, they're two different classes of citizens. 


The “preference clouses” governing the sale of Federal power provide 
thot Farmer Brown can have the power that is produced at Government dams, 
but Farmer Jones cannot. Both farmers pay taxes to help support those Gov- 
ernment doms, but the Government says that becouse Former Jones prefers 
to patronize his local power company, he can’t have any Government power. 


There are four Farmer Joneses tor every one Former Brown in Montana 
today—but those four are being discriminated against by o provision in the 
Federal law which regards them as second-closs citizens. 


Sound like a fairy tale? Not at all! It’s hoppening every day in the 
electric power business. 


The Montana Power Company 
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Everyone Pays Taxes to Support Government Power, But... 


Only | out of 5 gets the benefits! 


The “preference clauses” in Federal laws relating to the sole of electric 
power provide that a few favored customers get first call on all Government 
electricity. 


Everyone pays taxes to support Government power plants but, under the 
“preference clouses”, only | person out of every 5 gets the benefits from the 
power thot is produced. 


Actually, then, the other 4 people are paying, through toxes, the power 
bill of the preference customer. 


in 1954, The Montana Power Company paid neariy 29 cents in taxes for 
every dollar it took in from its customers. 


In 1954, Federal power projects in Montane didn’t pay a dime in taxes! 


Don’t you think that customers of an investor-owned company which pays 
29 cents out of every dollar in taxes should have the some right to use power 
from Government dams as customers of a public agency? 


| 
4 
| 
| 
: 


If there is ever a shortoge of power, the preference customer gets all 
and the investor-owned utility customer gets none. Yet, they're both port 
owners of the Government dam that supplies the preference customer, 


Hardly seems fair, does it? 


The Montana Power Company 
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APPENDIX F 
Juny 15, 1955. 
The honorable the Secretary OF THE INTERTOR. 

My Dear Mr. Secretary: Pursuant to our conference at the White House 
this afternoon, I am enclosing herewith my opinion concerning the proposed con- 
tract with the Georgia Power Co. for the marketing of electric energy generated 
at the Clark Hill Reservoir project. The Department of Justice will be pleased to 
confer with you at any time concerning the form of contract that is to be tendered 
to the preference customers. 

Sincerely, 
Hersert Browne tt, Jr., 
Attorney General. 


Juny 15, 1955. 
The honorable the SecrETARY OF THE INTERIOR. 

My Dear Mr. Secretary: I have your letter of February 28, 1955. endorsing 
the request of the Under Secretary for my opinion as to the legality of a contract 
which your Department, through the Southeastern Power Administrator, pro- 
poses to execute with the Georgia Power Co. for the marketing of electric energy 
generated at the Clark Hill Reservoir project. I also have your Department’s 
letters of February 14, 15, March 4, and March 11, 1955, regarding this matter. 

It appears that your question is whether the proposed contract is authorized 
in view of the provision of section 5 of the Flood Control Act of 1944 (58 Stat. 
890, 16 U. 8. C. 825s) for preference in the sale of power and energy to public 
bodies and cooperatives. My opinion is confined to this question. I have not 
considered either the wisdom or expediency of the contract as such, which are 
matters solely for your decision. 

Section 5 of the Flood Control Act reads as follows: 

‘Electric power and energy generated at reservoir projects under the control of 
the Department of the Army and in the opinion of the Secretary of the Army not 
required in the operation of such projects shall be delivered to the Secretary of the 
Interior, who shall transmit and dispose of such power and energy in such manner 
as to encourage the most widespread use thereof at the lowest possible rates to 
consumers consistent with sound business principles, the rate schedules to become 
effective upon confirmation and approval by the Federal Power Commission. 
Rate schedules shall be drawn having regard to the recovery (upon the basis of the 
application of such rate schedules to the capacity of the electric facilities of the 
projects) of the cost of producing and transmitting such electric energy, including 
the amortization of the capital investment allocated to power over a reasonable 
period of years. Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives. The Secretary of the Interior is authorized, from 
funds to be appropriated by the Congress, to construct or acquire, by purchase or 
other agreement, only such transmission lines and related facilities as may be 
necessary in order to make the power and energy generated at said projects avail- 
able in wholesale quantities for sale on fair and reasonable terms and conditions 
to facilities owned by the Federal Government, public bodies, cooperatives, and 
privately owned companies. All moneys received from such sales shall be de- 
posited in the Treasury of the United States ‘as miscellaneous receipts.” [Em- 
phasis added.] 

The Clark Hill project is one of those authorized by Congress in the Flood 
Control Act of 1944. (See 58 Stat. 894.) Located on the Savannah River approxi- 
mately 18 miles northwest of Augusta, Ga., it is, as I understand it, a multiple- 
purpose project for flood control, stream regulation, navigation, and power. Its 
power component, which began operations in 1953, has a capacity of 280,000 
kilowatts. Of this one-half has been allotted to the State of Georgia and is the 
subject of the proposed contract. The Georgia Power Co. is a privately owned 
public utilitv organized under the laws of Georgia; it is engaged in the business of 
selling electric power to the public and it owns and operates generating plants and 
transmission and distribution systems in Georgia. It further appears that there 
are in the area presently served by the power company in Georgia a number of 
municipalities owning electrie distribution systems and electric membership 
corporations, which are public bodies and cooperatives within the meaning of the 
preference provision of section 5 of the Flood Control Act. 

It appears that none of the “preference customers’’ owns or controls trans- 
mission facilities connected with the Clark Hill project and that the Federal 
Government has no transmission facilities whereby it can transmit Clark Hill 
power to the preference customers. It is stated that the construction of such 
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facilities by your Department is dependent upon appropriations by the Congress 
which have thus far been denied. It is also said that the power company is 
presently serving all of the preference customers within its service area throuvh 
its facilities, that such facilities are adequate to transmit power from Clark Hill 
to the preference customers, and that there exists no other medium within Georgia 
having electric facilities adequate to transmit power from Clark Hill to the ulti- 
mate consumers thereof in rgia. Finally, you advise me that the energy is 
now being sold to the power company on a temporary basis. 

The proposed-contract provides for the sale, at stated rates, of one-half of the 
Clark Hill power to the power company for a period of 15 years subject to can- 
cellation by either party upon 3 years’ notice. The power company in turn azrees 
to sell power, at stated rates, to preference customers to be desicnated by the 
Southeastern Power Administration. I am advised that the additional cost to 
the preference customers will be no more than that due to carrying, transform- 
ing, and delivering the energy. It is further provided that the Government may 
withdraw a specified amount of power during any 1 year, upon 6 months’ notice, 
in the event that either the Government or the preference customers shall have 
constructed transmission facilities adequate to receive power without the utiliza- 
tion of the facilities of the power company and that the entire amount may be 
withdrawn upon 3 years’ notice. The contract also contains a provision, as re- 
quired by section 5 of the Flood Control Act, that the rates to be charged the 
power compan™, shall be subject to the approval of the Federal Power Commis- 
sion. I note also that the contract recites that the sale of the power to the power 
company satisfies the provisions of section 5 in that 

“‘(a) Publie bodies and cooperatives will obtain all benefits of such available 
power at whatever price and other advantages as may be provided under Section 
5 of the Flood Control Act of 1944; (6) such public bodies and cooperatives may 
obtain any additional power required by them from the Company; (c) any power 
not used by said Preference Customers will be used to serve other customers of 
the Company, thereby providing for the sale of the entire available output of the 
Project; and (d) there will be a widespread use of such available power by public 
bodies, cooperatives, and others at the lowest possible rates, consistent with 
sound business principles; * * *’’ 

It also appears that if the above contract is executed it is the intention of your 
Department to enter into a contract with the cooperatives whereby the Govern- 
ment will agree “that it will cause to be delivered monthly to the Cooperative, 
in accordance with the terms and conditions of * * * (the contract) between 
the Government and the (Georgia) Power Company” a stated amount of electric 
energy. 

I am given to understand that the Georgia Electric Membership Corp., a 
cooperative organized under the Georgia Electric Membership Corporation Act 
(Georgia Code, 34 A-101, et seo.), and the members of which consist of local rural 
beam objects to the atove arrangement for the disposition of the Clark 
Hill power and has submitted e»mpeting proposals which are pending before your 
department. It proposes to purchase all of the power involved “at the bus bar’ 
at rates to be fixed by the Governmert and approved by the Federal Power 
Commission. One of its proposals contemplates that it would enter into an 
agreement with the Goergia Power Co. for wheeling of the power to preference 
customers, or in the event the power company refused to wheel the power that it 
would apply to the proper regulatory body for an order requiring the power 
company to do so. Cader its alternate proposal, it would sell the power to the 
power company or exchange it with the company, and in return the company 
would sell power to the member cooperatives. It describes these proposals as 
“firm and continuing offers to purchase all of the power and energy assigned to 
Georgia from the Clark Hill project”, and states that it is willing to negotiate 
with respect to any provisions of the proposals as to which there may be disagree- 
ment. The cooperative’s letter of February 8, 1955, asserts that somewhat similar 
arrangements have been entered into by the Department of the Interior with 
respect to power generated at other dams. Specific reference is made to an agree- 
ment of November 17, 1943, between the Southwestern Power Administration 
and the Bravos Electric Power Cooperative, Inc., a Texas rural cooperative, for 
the sale to the cooperative of power generated at the Whitney Dam under an 
arrangement whereby the cooperative resells the power to the Texas Power & 
Light Co. You inform me, however, that in the instant case the Georgia Power 
Co. refuses to enter into any such arrangement. For the purpose of this opinion 
it is assumed that the Georgia statute is sufficiently comprehensive to permit the 
Georgia Electric Membership Corp. to proceed in this manner. 
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In your department’s letter of February 14, 1955, it is said that during the 
past 4 years the Georgia cooperatives ‘have made no progress toward securing 
any finances, either by borrowing or by Federal appropriation, and are, therefore, 
utterly unable to actually receive * * * (the) power or to pay for it”, and that 
an analysis made by the Rural Electrification Administration of the amount of 
the investment necessary by the Federal Government or the cooperatives to 
enable the latter to receive the power without the intervention of the Georgia 
Power Co. discloses that some $74 million would berequired. This, itisstated, would 
increase the cost of the power from 6.23 mills per kilowatt-hour provided in the 
proposed contract with the Georgia Power Co. to 10 mills per kilowatt-hour. 
And, in the letter of March 11, 1955, your Department states the following: 

‘* * * Georgia Electric Membership Corp. arguments are grounded upon an 
assumption that it is equipped to buy, transmit and deliver power. No thing 
could be further from fact. The corporation is largely a paper corporation, 
It does not own or control transmission facilities. It has no contracts to build 
such facilities. It is not financially able to construct transmission facilities 
required. In other words, the corporation does not have the physical means to 
take electric energy nor to deliver that energy to preference customers. If the 
corporation cannot deliver the energy, it cannot receive payment. If it cannot 
receive payment, it cannot pay the Government for the energy. How, then, can 
the Government contract to sell and deliver energy to the corporation? 

“The Georgia Electric Membership Corp’s current proposals have this ultimate 
objective in mind. The ownership and title to federally produced power must, 
from the instant of generation, pass into the corporation’s hands. From that 
point on the corporation will (1) deal with Georgia Power Co. to resell the power 
to it and the consumer co-ops will then buy firmed up or supplemental power from 
the company; or (2) the GEMC will have to revert to its former position that 
the Government is obligated to transmit and deliver the power to the consumer 
co-ops, which means the Government must construct extensive transmission 
lines. The power company has steacfastly refused to consider number (1) 
The Congress has not appropriated money to accomplish (2),” 

It is also said that the proposed contract “‘is as favorable to the cooperatives 
as any other arrangement would be” and from the standpoint of the preference 
customer “‘is the equivalent of the widely accepted wheeling contracts used by the 
Government and which are recognized as being in full accord with preference 
laws’. It appears, however, that the cooperative does not agree. It alleges that 
there is a wide disparity in the economic benefits which would aecrue to its mem- 
bers should the power company’s proposal be accepted rather than its own. 
Finally, your Solicitor’s memorandum, a copy of which was submitted with your 
department’s letter of February 14, concludes that under the circumstances here 
present you are authorized, in your discretion, to contract for the sale of the power 
to the Georgia Power Co. , 

The cooperative, in the memorandum submitted by its counsel to your de- 
partment in support of its offer, makes the following argument (p. 28): 

“It is the position of the GEMC that when it as a nonprofit cooperative member- 
ship corporation organized under the laws of Georgia composed of 37 rural electric 
cooperative members offers to purchase the power at the dam from the Govern- 
ment at the price fixed by the Government, the facts require the application by 
the Secretary of the preference provision of section 5 of the Flood Control Act of 
1944. The transmission of the power would be GEMC’s problem and not the 
Government’s; however, it wishes the Secretary to be fully advised. It would 
undertake to work out an agreement with the Georgia Power Co. The GEMC 
does not believe and is not willing to anticipate that in the event its proposal to 
purchase the power is accepted the Georgia Power Co., which is a public utility 
exercising substantial rights, privileges and benefits given to it by the public, 
including the power of eminent domain, will so far disregard its corresponding 
obligations to the public as to refuse to carry the power to the preference customers 
over its transmission facilities for a reasonable compensation, In the event that 
the power company did refuse to wheel the power for a’ reasonable compensation, 
the GEMC would utilize the statutes adapted to meet that situation.” 

The statutes referred to are section 202 of part II of the Federal Power Act 
(49 Stat. 847, 16 U. 8. C. 824a), dealing with interconnection of facilities of 
public utilities engaged in the interstate transmission and sale of electric energy 
(see Federal Power Commission v. Idaho Power Company, 344 U.S. 17), and section 
93-307 of the Georgia Code of 1933. It is then said that “It is apparent that the 
proposal of GEMC contemplates that it must have a reasonable time to make 
arrangements for the transmission of the power if its proposal is accepted. What 
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is a reasonable time depends upon all of the circumstances of the particular 
case * * *,. The circumstances here are that the GEMC would n time to 
negotiate with the power company, who has the only transmission line to the load 
center, for a transmission agreement or, in the event the power company refuses 
to enter into such an agreement upon reasonable terms, would require time to 
obtain a ruling from the proper regulatory body permitting use of such facilities 
upon the payment of adequate transmission rates’? (memo. 29-30). 

Citations are given to the preference requirements of other Federal power 
statutes containing ‘‘reasonable time’”’ provisions, such as the Boulder Canyon 
Project Act (43 U.S. C. 617d (e)), the Tennessee Valley Authority Act (16 U. 8. C. 
831k), and the Bonneville Project Act (16 U. S. C. 832e (d)). For example, the 
last cited provisions are that in order ‘‘to preserve the * * * preferential status 
of * * * public bodies and cooperatives’’ with respect to the disposition of 
electric energy, they shall be afforded ‘“‘reasonable time and opportunity to take 
any action necessary to authorize the issuance of bonds or to arrange other 
financing necessary to construct or acquire necessary and desirable electric dis- 
tribution facilities * * *.” And, it will be noted that the Bonneville Project 
Act further protects the preferential status of public bodies and cooperatives by 
providing that an application of such an organization is not to be denied, or a 
competing application of a private corporation granted ‘‘until after a reasonable 
time, to be determined by the Administrator (of the project), has been afforded 
such public body or cooperative’’ to issue or market securities needed to enable 
it to sell and distribute the electric energy proposed to be purchased (16 U. 8. C. 
832¢ (c)). 

I note that in the memorandum of your Solicitor it is stated with reference to 
the cooperative’s intention “to secure an order from the Federal Power Commission 
or the Publie Utility Commission of the State of Georgia, compelling the Georgia 
Power Co. to carry this power” that an examination of the law leaves ‘‘consider- 
able doubt” as to the jurisdiction of those agencies to enter such an order. How- 
ever, the memorandum does not foreclose the possibility of successful legal action. 
Moreover, it is said that, apart from the legal question, it is apparent that it 
would be ‘‘a matter of months and possibly of years before such an order can be 
made effective and before any power will be actually transmitted by the company 
to the co-ops.” 

The problem which confronts me is to ascertain the meaning which the Con- 
gress intended to give to the provision of section 5 of the Flood Control Act that 
“preference in the sale of * * * power and energy shall be given to public bodies and 
cooperatives.’’ As one of my predecessors has aptly observed: ‘In construing 
any statute the legislative intent, if it can be ascertained, must control; and in 
arriving at the legislative intent the entire statute, its form, its several parts, its 
purposes, its relation to other statutes, and the effect of construing it one way or 
another, must be considered” (39 Op. Atty. Gen. 42, 44). Applying these criteria 
to the ease at hand, it is my opinion that section 5 means that when the Secretary 
of the Interior has before him two competing offers to purchase power, one by a 
preference customer and the other by a nonpreference customer, and the former 
does not have at the time the physical means to take and distribute the power, 
he must contract with the preference customer on condition that such customer 
will, within a reasonable time to be fixed by the Secretary, obtain the means for 
taking and delivering the power. If within the period fixed the preference cus- 
tomer does not do so, the Secretary is then free to contract with the nonpreference 
customer. Such a contract, however, would have to contain, in the situation here 
involved, adequate provision enabling the Secretary to deal with the preference 
claimant should it subsequently obtain the means to take and deliver the power. 
It is not necessary for me at this time to delineate the terms of such a provision. 
Nor, in the circumstances here present, does the Secretary, in my judgment, dis- 
charge his statutory duty of giving a preference in the sale of power to public 
bodies and cooperatives by disposition to a private company under an arrangement 
whereby the latter obligates itself to oak an equivalent amount of power to 
preference customers to be designated by the Secretary. Cf. United States v. 
City and County of San Francisco (310 U. 8. 16). This is what the proposed con- 
tract amounts to; it is not a wheeling arrangement for transmission of power 
belonging to another over the lines of the Georgia Power Co. 

It is also to be noted, as pointed out above, that the cooperative does not appear 
to share your Department’s view that the contract would be as favorable to 
preference claimants as any other arrangement would be. However, even if 
there was no dispute on this score, it could not justify a disregard of the manda- 
tory provision of section 5 that preference be accorded public bodies and co- 
operatives in the sale of power. 
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I have also considered the statements that during the past 4 years the co- 
operatives have achieved nothing in the way of obtaining the necessary financial 
means to take and distribute the power and hence that they are unable to receive 
it or pay forit. But it cannot be demonstrated, in my judgment, on the facts be- 
fore me that should your Department accept the offer of the cooperative upon 
condition that it shall have a reasonanle time to secure the means for taking and 
distributing the power, it cannot possibly succeed in accomplishing this. 

It could not be contended, of course, that the Secretary of the Interior would 
be free to pursue the course proposed to be taken here had section 5 of the Flood 
Control Act contained reasonable time provisions akin to those found in the Bonne- 
ville Project Act and the other acts cited above. In that case the Secretary 
would be obliged to grant a preference purchaser without existing ability to take 
and distribute the power a reasonable opportunity to obtain the necessary means. 
Since each of these statutes deals with the preferential disposition of Federal 
power, they should be read in pari materia to ascertain the intent of Congress 
(see Vane v. Newcombe, 132 U. 8. 220, 235-236). 

I cannot conceive, in the face of a plain mandate for preference to public 
bodies and cooperatives and the congressional concern, as evidenced in related 
statutes, for protection of their preferential status, that it is possible to say apropos 
of section 5 that the Congress intended a preference purchaser to demonstrate 
its present ability to take and distribute the power in order to avail itself of its 
statutory privileze. It is reasonable to attribute to the Congress that enacted 
section 5 the same solicitude for preference ‘customers that had been recoznized 
as necessary on other occasions. Congress knew that publie bodies or coopera- 
tives whom it wished to benefit would hardly be likely to own or control trans- 
mission lines reaching out to a power project, and hence it could not have intended 
them, in order to contract for the power, to be possessed with those facilities in 
advance, 

You will note that with respect to the provisions of the Federal Power Act 
authorizing the Federal Power Commission to issue licenses for the construction 
of hydroelectric projects the courts have not attributed to Congress an intention 
to bar the application of a cooperative which has not demonstrated its financial 
responsibility, or that it has firm or enforceable commitments for the sale of the 
power involved or for the financing of the proposed project (State of Iowa v. 
Federal Power Commission, 178 F. 2d 421 (C. A. 8th, 1949), certiorari denied 
339 U.S. 979). To read into the section 5 grant of a preference to public bodies 
and cooperatives the requirement of a presently existing ability to take and 
distribute the power would, in the usual case, constitute its emasculation; and it 
is well-settled that such a construction of a statute should not be taken where a 
construction is possible which will preserve its vitality and the utility of the 
language in question (Sunshine Coal Co. v. Adkins, 310 U. 8. 381, 392; Armstrong 
Co. v. Nu-Enamel Corp., 305 U.S. 315, 333). Nor can it be regarded as of moment 
that section 5 does not expressly contain a reasonable time provision. That 
which may be clearly implied in a statute is as effectual as that which is expressed 
(United States v. Sischo, 262 U. 8S. 165, 169; Neslin v. Wells, 104 U. S. 428, 4382- 
433; Pompton v. Cooper Union, 101 U. 8. 196, 202). 

Turning to the legislative history of section 5 of the Flood Control Act as an 
aid to ascertainment of the congressional intent, I find that the section had its 
origin in an amendment—in somewhat different form than enacted—proposed 
by the Senate Committee on Commerce to the bill (H. R. 4485, 78th Cong., 
2d sess.) passed by the House. (See 8. Rept. No. 1030, 78th Cong., 2d sess.) Its 
purpose, according to the committee, was to provide a “‘general law governing the 
sale and distribution of power generated at projects under the control of the War 
Department” (id., p. 3). The committee further stated as follows (ibid.): 

“In order to attain the greatest benefit to the general public from this hydro- 
electric power, the time has come to place by law the responsibility for disposal of 
such power in an existing Federal agency. In the Bonneville Power Administra- 
tion Act and the Fort Peck Power Administration Act, Congress has authorized 
the Secretary of the Interior to dispose of the power generated at the Bonneville 
and Fort Peck projects. More recently, under Executive Order No. 9366, the 
Secretary of the Interior has been made responsible for the disposal of power from 
the Denison and Norfolk projects. 

“The committee has heard testimony from the Secretary of the Interior and 
from the Director of the Division of Power of the Department of the Interior on 
this subject. The latter official has informed the committee that the provisions 
of amendment No. 6 [see. 5] contain sufficient authority and latitude for efficient 
administration and will satisfactorily enable the Department of the Interior to 
carry out the intent of the amendment. 
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It will be noted that the committee emphasized that the amendment was 
designed “to attain the greatest benefit to the general public” and that specific 
reference was made to the Bonneville Act, which, as has been pointed out above, 
contained reasonable time provisions with respect to preference purchasers. In 
order, however, to avoid “setting up a public power trust which would be unduly 
competitive with established private power utilities,” the committee stated that 
it had inserted a proviso authorizing the Secretary of the Interior to construct and 

uire only such transmission lines or related facilities ‘“as may be necessary in 
order to make the power and energy * * * available in wholesale quantities for 
sale on fair and reasonable terms and conditions to facilities owned by the Federal 
Government, public bodies, cooperatives, and privately owned companies.” 
But in this regard the committee states that it “‘recoznizes the desirability of 
granting preferences in the sale of such power and energy to public bodies and 
cooperatives when the power is generated at projects financed by the Federal 
Government”’ (ibid.). 

The committee amendment gave rise to vigorous debate in the Senate, chiefly 
over an amendment sponsored by Senator Bailey that would have required the 
power to be sold “at the point of production” (90 C. R. 8315). He explained 
that the purpose of his amendment was to “permit private enterprise to live” 
because “if Mr. Ickes is given authority to build transmission lines, he will build 
them into the cities and take the cream of the private companies’ business at 
once” (id., 8319). The Bailey amendment was defeated (id., 8369). Senator 
Barkley read into the record a statement by the Secretary of the Interior that the 
amendment constituted “a fundamental reversal of the sound traditional policies 
of the Congress with respect to the sale of Federal power. By restricting the 
construction of transmission facilities, it would place the Government in a poor 
bargaining position in the sale of its power and would permit the private utilities 
in the vicinity of each dam to monopolize, on its own terms, the power produced 
at the Federal project. Rather than giving the customary preference to public 
agencies and farmers’ rural electric cooperatives in the disposition of public power, 
the effect of the amendment would be to foreclose these public and nonprofit 
oy: from securing the power’ (id., 8315). The Secretary went on to say 

ibid.): 

“Disposition of power generated at Government projects under public 
power policies, such as sales preference for municipalities and other public agencies 
and for farm cooperatives, has been a basic tenet of governmental policy since 
1906 when the Congress first authorized power developments on reclamation 
projects. Subsequently the Congress has reiterated and extended these policies 
in the Tennessee Valley Authority, Bonneville, and Fort Peck Acts and in the 
reclamation laws. I cannot believe that the Congress will want to overthrow 
these sound policies that have been imbedded in our laws and have resulted in 
promoting the industrial development of the West and the South and in the pro- 
tection of the consumers in those areas. The policy of the proposed amendment 
would deprive the ultimate consumer of the benefits of low-cost electric energy 
produced at public projects and would permit their monopoly by a few. private 
utilities.’ 

Senator Downey, speaking against the Bailey amendment, stated that coop- 
eratives were seldom in a position to “build transmission lines from their point of 
consumption to one of these power dams to be erected,” but that “private utilities, 
of course, can build such transmission lines’’ (id., 8323). Senator Taft, however, 
urged that it was not necessary to provide authority for the Secretary of the 
Interior to build transmission lines “because we are backing the cooperative to 
such an extent that if a particular cooperative has a good case, if it is a reasonably 
safe proposition, the Government, through the REA can finance the building of 
a transmission line to that particular cooperative” (id., 8328). Senator Bailey 
then rose to state that he was willing to modify his proposition to permit the 
Government to “run transmission lines to a rural electric association if they have 
none, and they can borrow the money, or the Government can ~~ up the money. 
I think that takes out * * * the objection on the ground of the needs of the 
rural population” (id., 8331). This, however, did not satisfy Senator McClellan 
because, in his opinion, many cooperatives would not be in a position to finance 
the construction of transmission lines (id., 8332). Senator Ellender pointed out 
that the Bailey amendment would nullify the preference provision by permitting 
the sale of power ‘“‘to private concerns without first offering it to cooperatives and 
public bodies’’ (id., 8364); Senator Pepper stated that “unless provision is made 
in some way or other for the power to be transmitted to publie bodies and coop- 
eratives it will not get there, except through the instrumentality of the private 
company” (id., 8365). 
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Although the Bailey amendment was defeated and the committee amendment 
was passed by the Senate, a significant revision was made in conference. The 
change was with respect to the authority of the Secretary of the Interior to con- 
struct or acquire transmission lines; it was provided that he could do these things 
only ‘from funds to be appropriated by the Congress.” (See H. Rept. 2051, 
78th Cong., 2d sess., p. 7, statement of the House managers.) However, it was 
again emphasized that section 5 “establishes a preference in the sale of * * * 
power and energy to public bodies and cooperatives’ (ibid.). The conference 
modification of section 5 was agreed to by both Houses (90 Congressional Record 
9262, 9269, 9277, 9287). Representative Whittington, in presenting the confer- 
ence report to the House, stated that provision had been made for the disposition 
of power “in substantially the same language which now obtains in legislation 
reviously passed by the Congress for the disposal of power at Bonneville, at 
Fort Peck, * * * with amendments to the language as agreed to in the conference 
to the Senate amendment; * * * there is preference to the public bodies and 
cooperatives in this bill and in this agreement, just as there is in the existing law 
passed by this body on the disposal of power at Bonneville” (id., 9281, 9283). 

I have made this extended reference to the legislative history because it con- 
vinces me of the deep concern that Congress had, in making provision for the 
disposition of Federal power, for the preferential status of public bodies and 
cooperatives. It is clear that it wished generally to continue the policies it had 
theretofore formulated in other power acts. Hence it emphatically rejected, 
after full consideration, an amendment to section 5 which, according to the 
opponents of the amendment, would have to all intents and purposes completely 
devitalized its preference provision, the broad object of which, as Senator Ellender 
observed, precluded the sale of Federal power to private companies without 
first offering it to cooperatives and public bodies. Tt is true that, as enacted, 
the section does not confer upon the Secretary of the Interior an untrammeled 
authority to build or acquire transmission lines at the cost of the Government in 
order to make the power available to these organizations; he can do so only from 
funds to be appropriated by the Congress; and in this case no such funds have 
been appropriated. Yet it is apparent to me that this restriction on the Secre- 
tary’s authority cannot be taken as evidence of an intention to circumscribe the 
preference provision to a degree that would render it inoperative as a practical 
matter. It seems to me that this would result from an interpretation of section 
5 authorizing the Secretary of the Interior to reject a purchase offer by a coopera- 
tive because it has no presently available means for taking and distributing the 
power. I am certain, in the lizht of all that was said in the debates on the subject 
of preference for public bodies and cooperatives, that such an interpretation 
flouts the congressional purpose. In this regard, I may say that I have examined 
the statements of the individual Senators referred to in your Department’s letter 
of March 11. (See 98 Congressional Record 7964, and hearings on H. R. of the 
Interior Department Appropriations for 1952, before a subcommittee 3790, 
Senate Appropriations Committee, 82d Cong., Ist sess., pp. 1083, 1089, 1098). 


These statements made long after the enactment of section 5 are, of course, of . 


little value in ascertaining its meaning. Moreover, they do not persuade me. 

My views would appear to be consistent with those expressed by your Depart- 
ment in its power policy statement of August 1953 (printed at pp. 333-337 of 
power policy hearings (1953) before a subcommittee of the Senate Judiciary 
Committee, 83d Cong., Ist sess.), based upon the various statutes in this field, 
including the Flood Control Act of 1944. Those views are stated in the following 
terms: 

“The Department of the Interior will operate the federally owned generating 
and transmission facilities under its control for the benefit of the general public, 
and particularly of domestic and rural customers, and the Department will give 
preference and priority to public bodies and cooperatives in disposing of electric 
energy generated at Federal plants. It will be the policy of the Department to 
dispose of power, remaining after provision for existing preference customers, to 
privately owned public utilities serving domestic and rural customers in the 
area. 

It is also pertinent to note the testimony of Assistant Secretary Aandahl that 
“everything in the power policy indicates that we recognize the rights of prefer- 
ence customers and that we are leaning over backward to do that” (id., p. 87; 
and see pp. 73, 79, 89). 
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Nor do I regard my position as in conflict with that taken by Acting Attorney 
General Fowler in 1913 in connection with section 5 of the act of April 16, 1906 
(34 Stat. 116), which authorized the Secretary of the Interior ‘‘to lease” surplus 
power “‘eiving preference to municipal purposes” (30 Op. Atty. Gen. 197). There, 
it was held that the Secretary was authorized to lease such power to a private 
company; but it does not appear, as here, that the Seeretary was faced with choos- 
ing. ween conflicting offers by a preference user’and a nonpreference user. 

or the reasons stated above, it is my opinion that section 5 of the Flood 
Control Act of 1944 does not authorize the Sesretary of the Interior, under the 
circumstances here presented, to enter into the proposed contract with the 
Georgia Power Co. The documents submitted for my consideration will be 
returned separately. 

Sincerely, 
Hersert BRowneELt, Jr., 
Attorney General. 
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MINORITY REPORT 


CERTAIN ACTIVITIES REGARDING POWER— 
DEPARTMENT OF THE INTERIOR 


(Changes in Powerline Regulations) 


INTRODUCTION 


The undersigned members of the committee regret the necessity of 
filing a separate report on the investigation of changes made by the 
Department of the Interior in powerline regulations. However, the 
unfairness and prejudice manifest in the majority report make it 
impossible to consider it as an objective analysis of the facts under 
consideration. 

The committee had jurisdictional areas assigned to it of such 
importance that an opportunity was presented to render signal public 
service through impartial, objective hearings on the natural resources 
policy of the Federal Government. The majority did not choose to 
avail itself of this opportunity. 

Instead, the hearings clearly disclose prejudgment of the issues and 
an absence of that objectivity which the public is entitled to expect 
from a congressional investigation. 

In the opening session the subcommittee chairman raised “grave 
questions” which, he said, the subcommittee intended to “explore 
thoroughly.” Yet before the testimony was in he issued a statement 
impugning the motives and integrity of Secretary of the Interior 
McKay, former Under Secretary Tudor, and present Under Secretary 
Davis. The statement was prepared in advance, read into the 
record, and copies distributed to the press before a single word of 
testimony had been heard from Mr. Davis, the official responsible for 
the decision under consideration. 

A reading of the hearings will indicate that this is a good example 
of how investigating committees should not operate. While minority 
members were given opportunities to cross-examine witnesses, they 
were not consulted before the investigation began, were never briefied 
concerning the nature or purpose of the investigation, and were never 
advised in advance what witnesses would be called. Protests against 
such arbitrary action were of no avail. 

Grave charges against responsible officials of the Department of 
the Interior were repeatedly made by witnesses and by committee 
members, and were naturally picked up and aired in the press, before 
the officials charged were given an opportunity to testify, Notwith- 
standing the fact that the public hearings began on May 10, 1955, 
nearly 60 days elapsed before Under Secretary Davis was given an 
opportunity on July 6, 1955, to testify. We feel that, in any spirit 
of fairness, a Government official, or a private citizen, whose integrity 
is impugned by members of a congressional committee, should be 
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given a prompt opportunity to respond while the charges are fresh 
in the public mind. 

Not only was the investigation conducted in disregard of the 
minority members of the subcommittee, who were only permitted to 
participate by way of cross-examining witnesses selected by the chair- 
man or staff members, but the report itself was prepared without any 
consideration of its contents by the subcommittee. In fact, it is a 
staff report and does not represent the deliberate or considered judg- 
ment of the subcommittee which conducted the investigation. It 
was simply presented to the subcommittee members as a finished 
product, with only a few days advance notice, and without any prior 
consultation, consideration, or decision, as to what should go into 
the report, or what conclusions should be drawn from the hearings. 

Although the report itself, including material in the appendix, is a 
59-page document, based on testimony and exhibits which fill 463 
printed pages, and although the hearings were concluded as long ago 
as September 12, 1955, the minority was given just 1 week, following 
the adoption of the majority report, over our protests, to file a minor- 
ity report. The need for such haste is not apparent and since the 
staff members who prepared the report for the majority had 5 or 6 
months to prepare it, we feel that the minority should have been given 
more than 1 week to prepare its report. Additional time was re- 
quested but was denied. 

It is our belief that the conduct of all congressional investigating 
committees should represent the composite judgment of the members 
of the committee instead of the arbitrary decision of the chairman 
or some group within the committee. This is necessary if congres- 
sional committees are to meet their full potential of service and avoid 
subjecting themselves to the charge of acting arbitrarily or in a parti- 
san spirit. 

STATEMENT OF FACTS 


The investigation was supposedly limited to certain changes in the 


regulations of the Department of the Interior relating to the granting 
of transmission line rights-of-way across public lands. These changes 
were issued by Acting Secretary Ralph A. Tudor on August 11, 1954. 
The previous regulations were issued in 1948 by Secretary J. A. Krug, 
and subsequently modified in 1949. 

A point was made in the majority report of the fact that no public 
hearings were held by Acting Secretary Tudor prior to his action in 
1954. In answer to this, it is only necessary to cite the fact that 
Mr. Tudor followed the precedent set by Secretary Krug who pro- 
emo age the original regulations in 1948 without prior notice or 
public hearing. 

For the most part, the changes in the regulations, as can be seen 
from Appendix A of the majority report, dealt with minor details 
concerning information to be submitted with right-of-way applica- 
tions and procedural matters having no substantive importance, but 
were quite desirable to avoid arbitrariness and to assure due process. 

The one change with which the majority report seems particularily 
concerned was the elimination of a regulation that required the holders 
to transmission line rights-of-way to permit the carriage of Govern- 
ment power over their lines, to the extent that excess capacity was 
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available in the lines. This regulation was first issued by the Depart- 
ment in 1948, although transmission line rights-of-way over public 
lands have been granted since 1901. 

The original regulations issued in 1948 made compulsory wheeling 
applicable to right-of-way easements previously granted in accordance 
with the law of the land. This was an attempt to change, retro- 
actively, the terms and conditions of existing rights, and met with 
vigorous challenge from the holders of the easements. 

Following receipt of protests, the then Solicitor of the Department 
of Interior, Mr. Mastin G. White, in 1949, held a conference with 
representatives of certain western utility companies to which ease- 
ments had previously been granted. This conference was restricted 
to company representatives and neither cooperatives nor other prefer- 
ence customers were invited to attend. As a result of this hearing, 
the 1948 regulations were modified so as to make the compulsory 
wheeling requirements applicable only to new rights-of-way easements 
and to eliminate lines under 33,000 volts capacity. 

Although this action in 1949 surrendered substantial rights which 
the Department of Interior had asserted when it promulgated the 
original regulations in 1948, the majority report fails to characterize 
this as a “‘give-away,” as it does the subsequent changes in 1954. 
Moreover, no press release was issued concerning the 1949 changes 
and no surnames appear on the file copy of the changes made b 
Solicitor White. The majority report reserves its criticism of such 
omissions for the Davis changes in 1954. 

The subcommittee hearings include 463 pages of testimony, a sub- 
stantial portion of which is obviously irrelevant to the subject matter 
under investigation. No evidence was adduced to support the con- 
clusion that the compulsory wheeling regulation ever was responsible 
for service to a single preference customer. 

The testimony of former Solicitor Mastin G. White and other 

officials of the previous administration establishes clearly that the 
intention of the regulation was to force wheeling agreements upon 
electric utilities without negotiation. Yet, the hearings do not estab- 
lish that the regulation ever had this effect, even if it were assumed 
that such an oppressive practice would be desirable public policy. 

The majority placed great reliance upon the testimony of Mastin 
G. White. Mr. White had been Solicitor of the Department of the 
Interior from July 1946 until January 1953. It was while Mr. White 
held this position that Oscar L. Chapman, Secretary of the Interior, 
sought to impose certain restrictive obligations upon El Paso Natural 
Gas Co. as a condition upon which it might obtain rights-of-way 
across Federal lands for a pipeline. These obligations were set forth 
in proposed stipulations dated March 22, 1951, and May 29, 1951, 
which the Interior Department insisted El Paso Natural Gas Co. 
must sign as a condition precedent to the granting of the rights-of-way. 

El Paso filed suit for a mandatory injunction to require Secretary 
Chapman to issue the rights-of-way and to enjoin fen teem attaching 
the conditions set forth in the stipulations. The court held that the 
terms of the proposed stipulations were “beyond the Secretary’s 
authority, arbitrary, capricious, and an abuse of discretion.” 

The fact that ‘Me. ite was still Solicitor of the Department at 


the time this abortive effort was made to impose “arbitrary and 
capricious” regulations as a condition precedent to the granting of a 
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right-of-way across public lands, is somewhat significant in view of 
the fact that the same Mr. White was Solicitor of the Department 
when the regulations under consideration were promulgated in 1948. 

In view of the pendency of more than 30 appeals under the right- 
of-way regulations and the decision of the United States Circuit 
Court of Appeals in the El Paso Natural Gas Co. case (204 Fed. (2d) 
46), Clarence A. Davis, then Solicitor of the Department of the 
Interior, decided that the right-of-way regulations needed further 
study. As an aid to that study, he asked an official of the Pacific 
Gas & Electric Co. to provide him with the current views of the com- 
panies which had participated in the 1949 conference with former 
Solicitor White. Among the companies which participated in the 
statement of recommendations given to Mr. Davis were the following: 

Montana Power Co., Idano Power Co., Utah Power & Light 
Co., Colorado Public Service Co., Pacific Gas & Electric Co., 
California Electric Power Co., Southern California Edison Co., 
Portland General Electric Co., California Pacific Utilities Co., 
Washington Water Power Co., Public Service Company of New 
Mexico, Arizona Public Service Co., Pacific Power & Light Co. 

Certain changes in the regulations recommended by these companies 
were reduced to writing and filed with Mr. Davis. This written 
statement is the document repeatedly referred to in the majority 
report as anonymous—no less than 23 times—although it was fully 
identified in the hearings. 

Efforts were made throughout the hearings to misrepresent the 
position of the Department on this point, for example: 

The chairman of the subcommittee stated in the course of one of 
the hearings: 

* * * Everything was hidden from us until we finally got Mr. Davis in our 
hearings and he told us where they came from. Of course, he did not know that 
these changes in regulations according to his testimony were by a group of utili- 
ties * * * (hearings, p. 452). 

This was in spite of the fact that Mr. Davis’ testimony had been in 
part as follows: 

* * * T asked Herman Kruse, whom I have known for a long time, if he would 
get me a statement of the present views of the people who had appeared at that 
hearing. Mr. Kruse did that. I think this is the document he gave to me 
(hearings, p. 244). 

o * - * * * + 
* * * Of course, I knew Mr. Kruse and I said to him as I have told you “I 


wish you would get for me the views of the companies as to their present thinking 
about these regulations” (hearings, p. 245). 


Moreover, it should be noted that the purpose of the hearings was 
not to determine the source of the information which induced the 
change in the regulations, but to determine whether or not the change 
was good. Mr. Geissinger made this point in his testimony: 


* * * But as you said, Mr. Chudoff, at the opening of the hearing, what you 
are interested in is determining whether these changes were good or bad. 

Now, the mere fact that corse has suggested some language changes, if 
these changes remove arbitrariness, if they remove vagueness, if they don’t hurt 
anybody substantially, or any interests, they are a distinct improvement, whether 
they are recommended by the Pacific Gas & Electric Co. or whether they are 
taken out of a form book (hearings, p. 216). 
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Of all the recommendations made by these companies, only four 
appear significant. Of these, two were adopted by the Department, 
including the deletion of the compulsory wheeling provisions which 
had never been invoked by either administration. The third was 
adopted in part only. The fourth, and one of the principal changes 
sought by the companies, was rejected in toto. 

Implicit in the majority report is the ch that there is something 
illegal or contrary to the express intent of Congress in the changes in 
the powerline regulations. The following statement, which actually 
accuses no one, but implies what it cannot justifiably state, shows a 
pattern of suggestiveness which runs throughout the report: 

The committee believes that if these public officials feel that they cannot carry 


out in good faith the laws they have sworn to uphold, they should resign their 
offices and be replaced by men who will do so (rept., p. 22). [Italics supplied.] 


These charges are completely unjustified as is shown in the following 
excerpts from the statement of Mr. Davis, Under Secretary of the 
Department of the Interior: 


* * * we are not discussing here any acts of Congress. The regulations under 
discussion are only the regulations of the Secretary of the Interior, and the Secre- 
tary is at liberty to change these regulations within statutory limitations at any 
time he believes it advisable. They have been repeatedly changed throughout 
the years to conform to changing needs and to varying ideas of the different 
Secretaries of the Department. hey do not, therefore, in any manner partake 
of the laws of the Medes and Persians, and they might be changed again by the 

resent Secretary or in the future by future Secretaries. The fact that one 
ecretary has issued an order or regulation is in no manner binding on his successor 
(hearing, p. 228). 
* * * * * * * 


As a matter of law, therefore, it may be safely stated: 

1. There is no mandate of the Congress to the Secretary of the Interior that 
even suggests regulations of the nature under discussion herein. On the contrary, 
the Congress has failed for a very long period of years to include any provisions 
with reference to common carriage, Government carriage or otherwise, of electric 
energy in connection with these leasing acts or the other numerous power acts 
which the Congress has passed. 

2. Any implication that there is anything in any manner illegal or contrary to 
the om he RR of the Congress in the change of these regulations is completely 
unjustified. 


. The matter is a subject of administrative discretion on which the Secretary 
is free to act according to his judgment (hearings, p. 232). 

Even former Solicitor White testified that the changes issued in 
1954 were within the legal authority of the Secretary of the Interior. 


JUSTIFICATION OF THE CHANGES 


The majority professes grave concern with the “irresponsible 
manner” in which the changes were considered and adopted. It 
completely ignores the logic and persuasiveness of the testimony 
of Clarence A. Davis, the official in the Interior Department who made 
the decisions under committee attack. The reasons advanced by 
Mr. Davis for the changes that were made in the regulations are 
not even discussed in the report, nor is any effort made to answer 
them. The report makes frequent use of “‘scare’” words such as 
“sabotage,” “subvert,” “give away,” and “trick,” but carefully 
refrains from dealing with the essential substance of the Davis 
testimony. 
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This failure on the part of the majority to come to grips with 
the real issue compels us, in the interest of justice to quote at length 
from the testimony of Mr. Davis in justification of his decisions. 
We believe the following words of Mr. Davis completely answer the 
innuendoes and aspersions contained in the majority report: 


This brings me to a direct discussion of the regulations. In my judgment those 
lations did not take into account many factors which have come into the 
industry in recent years. At a time when a single or occasional hydroelectric 
project was being constructed and there might be another Government project 
in the vicinity, the regulations might have served a useful purpose to the Gov- 
ernment, but many features of the old regulations were completely antiquated; 
for instance, the requirement that the transmission line on the right-of-way 
should not be used for the transmission of any power generated otherwise than 
by and at the connecting generating plants until the regional administrator 
gave written permission. 

Any modern utility system large enough to have lines of any consequence 
across the public domain, useful for the transmission of any substantial amounts 
of Government power, consists of a large aggregation of powerplants, usually 
some hydro, some steam, and a completely integrated grid. No one can identify 
the particular kilowatt-hours that come from any one plant which is pumping 
into a system of that nature. This just as true of public operations, such as the 
Bonneville Power Administration, as it is of the private utility companies. To 
undertake, as the old regulations did, to require the applicant to tell where the 
power comes from and where it is going to was completely unrealistic. 

In the next place, as a practical matter, the utilization of existing capacity in 
transmission lines without complete collaboration of the respective parties has 
the result of making all reserve capacity uncertain so that the owners of the line 
never know whether they have reserves or not. It is true that the line owner may 
be authorized to order the other person to discontinue partial use of the line, but 
again, and I have seen this many times if other facilities have not actually been 
constructed, what can the owner do? There is a cardinal rule of all electric systems, 
publie and private, that switches are never pulled except by mutual consent, 
that the lights must not go out. Suppose the user doesn’t have other facilities? 
Suppose Congress hasn’t appropriated the funds as the Bureau planned? What 
does the owner of the line do? Regardless of his theoretical legal right, in com- 
mon decency he cannot pull the switch and disrupt public service so he has lost 
the benefit of his own reserve capacity if for any reason the joint user is not able 
to get off the line when it is needed. I have had painful experiences where this 
has happened. 

Of course, there are thousands of electric interconnections in the United States. 
There are similar numbers of cases in which one agency or company uses from time 
to time the transmission facilities of another, but such agreements can only be 
made intelligently after a study of the anticipated electric loads, of the line capaci- 
ties, of the characteristics of the energy, of the transformation capabilities, of the 
peaks and valleys of the loads, and numerous other factors. Frequently these 
can be worked out by mutual agreement and understanding. In other cases, 
because of technical difficulties or load characteristics, they are not feasible. 

The electric business differs materially from the gas pipeline and the oil pipeline 
in that connection, and in my judgment a shotgun wedding of the type suggested in 
these regulations becomes no more successful than any other shotgun wedding. 

I have personally drafted many contracts for interconnections and interchange 
of energy between public agencies, private utilities and the Federal Government 
during my years of experience in this field. Most of them have been satisfactory; 
others of them have proved disappointing. In this connection you should be 
informed there are many other complications which fail to meet the eye. For 
instance, if two systems are jointly using the line, one of them may speed up its 
cycles ever so slightly above 60, with the result that its current will displace the 
other current on the line. In reverse, it may slow its cycles slightly and “hog” 
energy from the other user of the line. These are all matters which require 
engineering analysis and complete mutual cooperation and are not to be achieved 
by the force of regulation. 


* * * * * * * 
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Another amendment which I put into several sections is one which endeavors to 
get this whole matter more adequately within the realm of due process of law. 
As a lawyer and as an advisory member of the President’s Council on Administra- 
tive Procedure, I confess that some of these regulations were disturbing to me in 
their absence of any provision of notice or bene prior to secretarial action. 

For instance, 244.21 (f) provided unqualifiedly that at the end of 5 years 
“the regional administrator may review such charges and impose such new charges 
he may decide to be reasonable.” 

It is elementary to constitutional procedures and certainly to the Administrative 
Procedure Act that there should be reasonable notice and an opportunity to be 
heard before determinations of that character are made. The regulations were 
amended accordingly. The same is true with reference to 244.8 and 244.9, in 
which the regulations were amended to provide that they should be only effective 
within the scope of the applicable statute. 

Another amendment to which I would direct your attention in connection with 
the establishment of due process of law is 244.9 (m). This section previously 
provided that in the event any of the lands covered by these easements were 
needed for hydroelectric works, irrigation ditches, transmission lines, and so forth, 
the Secretary should order the easement holder to vacate the premises. There 
was no provision for any notice or any hearing or any possible compromise measure 
which would preserve the investment of the licensee without harming the Govern- 
ment. 

One of the principal contentions of the electric companies has been that once 
these easements were granted, they should not be disturbed. That plea of theirs 
was denied. The granting of these easements should not be permitted to interfere 
with the proper construction and operation of Government projects. On the 
other hand, in almost any case, by simply altering the location of the transmission 
line, Government works need not be interfered with, so the regulations now pro- 
vide in substance, that in the event any of the lines on these easements interfere 
with Government works, the Secretary shall hold a hearing and make a finding to 
that effect and shall order such modifications of the routes of the preexisting lines 
as will not interfere with the Government project. 

It seems to me that such a requirement is nothing more than elemental fairness, 
_— — the previous requirement that the premises be vacated is unnecessarily 

arsh. 

I should close by pointing out to you that I know of no case in which there has 
been any complaint of any unjust deprivations of power to anyone because of 
these changes of regulations. The Government is not engaged in the retail 
power business. It is engaged in the marketing of surplus power from hydro- 
electric projects, and, therefore, the lines in which the Government could have any 
interest in using are only lines on public lands of a very high voltage transmission 
type, so that the situations in which the potential use of the lines of other persons 
is desirable are rare, and even in those cases elaborate technical negotiations would 
be required (hearings, pp. 232-235). 


CONCLUSIONS 


1. This investigation failed to produce a constructive result because 
of the lack of objectivity and the predisposition to put the Depart- 
ment of the Interior ‘‘on trial.” 

2. There is no evidence to support the majority’s allegation that 
the regulation changes made in 1954 were designed to “subvert” 
Federal laws. 

3. The procedures followed in connection with the 1954 changes were 
almost identical to those followed in making the changes in 1949, 
which were also the result of protests from utility companies. 

4. The so-called compulsory wheeling regulation was in effect from 
1948 to 1954. It was never invoked; therefore its elimination could 
have had none of the effects alleged by the majority. 

5. Transmission line rights-of-way over public lands are in the 
public interest and the previous regulations were a deterrent to 
western development. 
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6. At least 10 of the changes made in 1954 were technical and de- 
signed to avoid arbitrariness. Only four of the utility proposals 
were significant, and one of the most important to the utility com- 
panies was rejected in toto. Two of these four utility proposals were 
modified substantially. 

7. What is implied. in the report as being a part of a ‘“‘determined 
effort to sabotage and wreck * * *”’ the Federal power program estab- 
lished by Congress turns out to be merely the exercise of adminis- 
trative discretion vested in the Secretary of the Interior by the 
Congress itself. 


Ciare E. Horrman, 
Vicror A. Knox, 
CHARLES R. Jonas, 
Wintuiam E. MInsHatu, 
Minority Members of the 
Subcommittee on Public Works and Resources. 


We concur in the foregoing views: 
R. Water RIewLMAN. 
Ceci M. Harpen. 
CuHarRLEsS B. Brownson. 
Grorce MEaADFER. 
CLARENCE J. Brown. 
GLENARD P. Lipscoms. 
B. Carrouu REECE. 
J. ArtTHuR YOUNGER. 
Orro KRrvEGER. 
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ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


To me, the report seems to be but the culmination of an effort, 
apparent throughout the hearings, to use a congressional committee to, 
without sound reason, discredit the present Department of the Interior. 

Apparently, preliminary investigation by staff members was di- 
rected, as were the subsequent hearings and report, toward, by innu- 
endo, forcing the adoption of conclusions not justified by the facts. 

The hearings and the statements issued by the chairman did, 
because of their implications, obtain a great deal of publicity, as do 
some sensational news stories based upon rumor, gossip, and the imagi- 
nation of those who seek publicity rather than constructive action. 

The hearings are as barren of substantial results as is the mighty 
stream roaring down the mountain canyon, but which has in it no 
water wheel, no turbine to utilize its potential power. 

As political propaganda to be used in the coming campaign by those 
who have little if any regard for the facts, the hearings, the report, and 
the publicity to follow, may be helpful to the politically ambitious. 

To those who wish to ascertain whether there should be a change in 
the Department’s regulations, remedial legislation, the hearings and 
report are as barren of helpful disclosures or suggestions as the unirri- 
gated Death Valley desert. 


Criare E. HorrmMan. 
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ADDITIONAL VIEWS OF EARL CHUDOFF, CHAIR- 
MAN, PUBLIC WORKS AND RESOURCES SUB- 
COMMITTEE 


The 1954 changes in the power regulations were noted by the Public 
Works and Resources Subcommittee of the Committee on Govern- 
ment Operations as a regular part of its task to “study the operation 
of Government activities at all levels with a view to determining its 
economy and efficiency.’ A preliminary investigation disclosed some 
of the unusual circumstances under which these changes were made. 
Consequently a full and complete investigation was ordered. 

The record of what was subsequently disclosed is available for all 
to read and consider. Much of the testimony by high officials of the 

resent administration is devoted to an attempt to obscure the issues. 
ith great difficulty members of the subcommittee had to extract the 
facts to make clear what were the long established policies of the 
Congress enacted into law and upheld by the courts. The desire of 
the present administration in the Department of the Interior to carry 
out the wishes of the private power companies was attempted to be 
cloaked in — arguments. The transparency of these arguments as 
well as their lack of legal soundness has been demonstrated. 

The present administration has the legal authority under the law 
to make reasonable changes in the régulations. The simple fact is 
that the present administration has used the administrative discretion 
vested in it by the laws to favor the private power companies at the 
expense of the public. That Congress and the people never intended 
that legal authority to be used for the benefit of the few instead of 
the Nation as a whole is equally clear. The responsibility for chang- 
ing these regulations to favor the private power companies belongs to 
those high officials in the present administration who invited and 
adopted the recommendations of the companies. They used their 
positions of public trust and authority to write these private benefits 
into a regulation which has the force of public law. 

I was convinced then and I am more than ever convinced now, as a 
result of these public hearings, that the changes.in the power line 
regulations were not in the public interest, and were not intended to 
be in the public interest. I am old fashioned enough to believe that 
the giving away of any of our national resources, rights or privileges 
is inimical to the American people and the national interests of this 
country. The uncontradicted evidence during these hearings dis- 
closed the giving away of a valuable right, whose validity had been 
reaffirmed by the Supreme Court and other courts, to powerful en- 
trenched private utilities without any quid pro quo to the United 
States or to the American people. 

Efforts have been made throughout this and other hearings con- 
ducted by the subcommittee to confuse and misrepresent the issues 
with cries of “politics” and “smear” by those seeking to hide behind 
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the cloak of malfeasance, special privilege or indifference to the public 
interest in their attempt to nullify the laws and the intent of Congress 
through the process of administrative interpretation. 

The minority report attempts to use former Solicitor White’s action 
in amending the wheeling regulation in 1949 after hearing representa- 
tives of the power companies as a precedent for Mr. Davis’ admitted 
secrecy in handling the 1954 elimination of that regulation. As a 
matter of fact, Mr. White did consult and work with the power agen- 
cies of the Department in the matter. Further the changes he made 
strengthened and clarified the regulation by eliminating uncertainties 
in the stopgap 1948 regulation, by making it clear that it applied to 
transmission lines, as distinguished from distribution systems, and by 
eliminating retroactive features which mizht have made them subject 
to successful attack in court. As stated by Mr. Clyde Ellis, general 
manager of the National Rural Electrification Association, the 
Interior Department at that time had a positive program to assist the 
cooperatives. Moreover, it should be remembered that Mr. White 
did not accept anonymous documents and adopt them verbatim, 
without revealing the source even to his own staff, as Mr. Davis did. 
Mr. White’s efforts were to carry out the law, not to defeat. it. 

The minority assertion that the repealed regulation was not invoked 
to aid a single preference customer disregards several basic factors. 
First, it is obvious that the existence of the regulation acted as a 
strong inducement to the line owners to enter into satisfactory 
agreements. As stated in the majority report, the Idaho Power Co. 
and the Pacific Gas & Electric Co. agreed to wheel power only after 
the rezulation was issued. After its repeal, the Idaho Power Co. 
successfully refused to wheel badly needed power to the public agen- 
cies in southern Idaho. Second, in 1955, the Department felt com- 
pelled to ask for a transmission line appropriation in Idaho to use as 
a lever in compelling the Idaho Power & Light Co. to wheel power. 
Finally, the whole history of wheeling regulation shows that the 
attempt to minimize its importance is without merit. 

I am content to let the printed records and the report filed in con- 
nection with these hearings speak for themselves. I am confident 
that the American public will be able to judge for themselves whether 
or not these hearings and the resulting exposures have been in the 
public interest. 

O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


FOURTEENTH INTEREMDIATE REPORT 


SUBMITTED BY THE INTERNATIONAL OPERATIONS 
SUBCOMMITTEE 


On March 29, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“United States Technical Assistance in Latin America.” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


Over the past decade more than 55 billion United States dollars have 
been poured into the gigantic and unprecedented series of foreign-aid 
measures which, in recent years, have come to be known as the mutual 
security program. At the outset this vast undertaking was to be 
temporary in nature and directed to the immediate task of European 
recovery after the war. Now, 10 years later, huge foreign-aid expendi- 
tures are still being made and the question is being debated as to how 
far into the future such activities will have to be projected. 

If any sound answer is to be found to this tremendously important 
question, it will be based on an analysis of the achievements of these 
programs. Such an analysis cannot proceed at the level of philosoph- 
ical discussion; rather it must rest on a calm and dispassionate audit 
of the day-to-day operations of the mutual security program in all its 
various aspects. 

It is the assigned duty of the International Operations Subcommittee 
to examine the overseas civilian operations of the Government from the 
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standpoint of their economy and efficiency. The problem of assessing 
the worth of important elements of our mutual security program is, 
therefore, one with which this subcommittee is particularly concerned 
and is the basis upon which the subcommittee recently undertook a 
factual study of the technical assistance program in Latin America. 

Against the picture of several billion dollars expended worldwide in 
economic aid, technical assistance in Latin America over the years has 
been relatively small. Cumulative obligations to June 30, 1955, do 
not exceed $175 million. Yet, there are a number of reasons why it 
deserves special attention. 

In the first place, much of the organization and most of the tech- 
niques through which the program is being carried forward today had 
their inception in 1942 and have been in continuous use ever since. 
These elements of stability, therefore, make it possible to examine an 
enterprise which, in certain major respects, has been going on for some 
years and, presumably, has had a chance to settle down into an estab- 
lished pattern. 

In the second place, by contrast with other areas of the world, there 
has been in Latin America very little admixture of military aid and 
no reconstruction of war-ravaged economics to complicate and confuse 
the picture. 

For these reasons, the subcommittee has sought to make this case 
study of technical assistance in the belief that the findinsg and con- 
clusions developed here would afford useful insights into similar pro- 
grams in other parts of the world where more complex situations tend 
to obscure the essentials of this type of United States operation. 

A part of this study consisted of a field trip between October 7 and 
November 1, 1955, accumulating evidence from United States officials 
in hearings held in the capitals of eight Latin American countries. 
The committee members who made the trip and participated in the 
hearings were Porter Hardy, Jr., chairman, Jack Brooks, George 
Meader, and Victor A. Knox, accompanied by staff members Maurice 
J. Mountain and Walton Woods, and a Department of State escort 
officer, Belton O. Bryan. The countries visited included Brazil, 
Uruguay, Argentina, Chile, Bolivia, Peru, Colombia, Ecuador, 
Guatemala, and Mexico. In each of them, the subcommittee heard 
testimony and received documentary evidence from ambassadors and 
their staffs, chief of technical assistance missions, United States 
Information officers, labor attachés, agricultural attachés, and mili- 
tary missions personnel. It also conferred informally with officials 
of foreign governments and American business representatives in the 
countries visited. 

The subcommittee’s schedule of hearings is set forth in appendix I. 

The subcommittee believes that its hearings, which are printed and 
available to the Congress and the American people, contain facts and 
opinions which will shed light not only upon the economy and effec- 
tiveness of programs financed by United States taxpayers in Latin 
America, but upon the extent of coordination and cooperation between 
executive agencies operating in that area, 


SUMMARY 


The technical assistance program is designed to promote our foreign 
policy of strengthening and stabilizing friendly, free countries by 
providing them with know-how to aid them in their own programs 
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of economic and social development. It is not intended to include 
large capital expenditures. Certain conditions, as a matter of United 
States policy, surround the granting of this kind of aid. First, the 
host countries must request it. Second, they must pay a fair share 
of its cost. Third, it must be related to efforts being made by the 
host countries themselves, consistent with United States foreign policy. 

United States help is furnished in three major ways; by sending 
United States technicians to work in the host countries, by bringing 
host country personnel to the United States for training, and by 
contributing United States funds for the support of special bureaus, 
known as servicios, set up within the host governments to carry 
out technical assistance programs. 

In Latin America, cane are underway in some 19 countries. 
The cost to the United States for fiscal year 1955 was approximately 
$25 million. The appropriation for fiscal year 1956 was $30 million. 
The program covers eight major fields of activity, ranging from coop- 
erative programs in agriculture to projects in the field of community 
development and social welfare. 


CoNCLUSIONS 


1. The technical assistance program in Latin America as a whole 
lacks clearly defined objectives, although many individual projects 
have been well conceived and satisfactorily carried out. 

2. The technical assistance program has been hampered by failure 
on the part of the Department of State and the International Cooper- 
ation Administration to issue instructions clearly defining areas of 
responsibility and authority assigned to embassy and United States 
operations mission officials, In some countries this has been over- 
come by close liaison and cooperation initiated by field personnel, but 
in other countries organizational problems and interagency disagree- 
ments have resulted both from the absence of specific instructions 
and the sometimes conflicting instructions issued from Washington. 

3. Planning of projects and programs has been deficient in that 
they have sometimes been started without adequate information 
concerning the extent of the problem, without determination of the 
availability of necessary technical personnel, and frequently without 
reasonable evidence of genuine host country interest. As a result, 
desired objectives have not been achieved. 

4. In spite of a basic requirement that only projects desired by the 
host countries are to be undertaken, the subcommittee found projects 
being implemented where host-country approval had been obtained 
through selling methods rather than as a result of a bona fide interest 
on the part of the host government. Some of these instances oppor 
to be engendered simply by the availability of technicians. nere 
was also evidence that pressure for certain projects was generated in 
Washington. Almost invariably such projects were financed with a 
maximum of United States funds and little, if any, host-country 
contribution. 

5. Although the law intends and International Cooperation Admin- 
istration instructions require the phasing out of United States financial 
participation in technical assistance projects, there is no evidence that 
provision for this is included when the programs are developed and 
the transfer of projects for continuation by host countries has not been 
accomplished to the extent desirable. 
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6. Some projects have continued beyond the point where they can 
properly be termed “technical assistance’ and have assumed charac- 
teristics of economic aid. In a number of these cases technical- 
assistance funds are being used to finance what would normally be 
routine day-to-day activities of the host governments. 

7. The so-called illustrative method of presenting technical-assist- 
ance budget requests to the Congress is unwise. The need for flexi- 
bility to meet unforeseen contingencies is not sufficient to justify 
the use of this method for technical-assistance budgeting. The 
illustrative program fails to provide adequate information for the 
exercise of congressional judgment. It circumvents the normal 
requirement for specific congressional approval in advance of the 
expenditure of funds. It entails no commitment by the agency to 
expend any funds for the particular program used as an illustration. 
Tt accentuates the tendency toward hasty allocation and ill-considered 
obligation of funds during the closing months of the fiscal year. 

8. Actval host-country contributions to technical-assistance pro- 
grams and projects cannot be determined because presentations to 
Congress on this subject have been unrealistic and misleading. This 
has resulted from (a) the employment of differing exchange rates in 
the same compilation which have the effect of maximizing. host- 
country contributions and minimizing host-country economic capa- 
bilities; (6) the inclusion as host-country contributions of third-party 
funds which actually represent payments made by the beneficiaries 
for goods and services supplied; and (c) the listing of so-called in-kind 
contributions which are computed, in part, by placing arbitrary 
values upon intangibies. 


RECOMMENDATIONS 


The subcommittee recommends as follows: 

1. The Department of State should deal decisively with the organi- 
zational problems created by the location of the International Coop- 
eration Administration as a semiautonomous unit within the Depart- 
ment. Positive and vigorous measures should be taken to define on 
a current basis both for Washington and the field the policy objectives 
of the technical-assistance program. 

2. The Department andl the International Cooperation Adminis- 
tration should review all existing and applicable directives and in- 
structions governing the technical-assistance program for the purpose 
of (a) bringing them up to date; (6) eliminating existing conflicts and 
confusion; and (c) clearly delineating the authority and responsibility 
of Embassy and United States operations mission personnel in over- 
seas posts. 

3. Administrative controls should be strengthened at the Wash- 
ington level, and in the field, to assure that deficiencies in program 
planning are eliminated; that programs approved conform to overall 
policy objectives; that those which do not so conform are discontinued; 
that the formal host-country request for a project or program reflects 
a bona fide interest and indicates an intent to contribute a fair share 
of the cost; that in the development of programs provision is made for 
the phasing out of United States financial participation and the 
transfer of projects to host-country responsibility. 

4. The use of the illustrative program method of presenting tech- 
nical-assistance budget requests to the Congress should be discon- 
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tinued. Requests for appropriations should be accompanied by 
completed and well-documented plans which should include clear 
evidence of bona fide host-country interest. 

5. Statistical compilations on which the International Cooperation 
Administration bases its statements to the Congress and to the 
public regarding the amount of host-country contributions to tech- 
nical-assistance programs should be entirely recast to reflect a true 
picture of the relative contributions of the United States and the host 
countries. Specifically, realistic exchange rates keyed to current 
values should be uniformly applied; so-called third-party payments 
should not be included as host-country contributions; in-kind con- 
tributions should either be eliminated entirely or should include only 
those items tantamount to a contribution in cash, whose value is 
readily ascertainable. 


TECHNICAL ASSISTANCE 


Technical assistance is defined in the act for International Develop- 
ment of 1950 as a cooperative endeavor of all nations to exchange 
technical knowledge and skills.” In section 418 (a) it is further 
defined as follows: 


The term “technical cooperation programs” means pro- 
grams for the international interchange of technical knowl- 
edge and skills designed to contribute to the balanced and 
integrated development of the economic resources and pro- 
ductive capacities of economically underdeveloped areas. 


In presenting the 1956 technical assistance program for Latin 
America to the Congress, the following statement by the Assistant 
Secretary of State for Inter-American Affairs spelled out the condi- 
tions under which this form of United States aid was to be provided: 


Our objective under the bilateral program is to try, in 
those cases where the other countries request that we assist 
them, and where they offer to pay their share of the cost of 
the program, to make our contribution to demonstrate how 
by improved technical procedures the Latin American coun- 
tries can better utilize the existing human and natural 
resources that they have available. (MSA Appropriations 
for 1956, House hearings, pp. 377-378.) 


This statement was supplemented by the following words from the 
regiopal director for Latin American operations: 


The programs are designed primarily to help improve the 
technical competence and effectiveness of the people and 
institutions of Latin America in their own efforts to plan and 
work toward the economic development of their countriee 
(id., p. 381). 

According to these statements three conditions surround the furnish- 
ing of technical assistance. First, the host country must request it. 
Second, they must pay their share of the cost. Third, it must be 
related to the efforts being made by the countries themselves. 

It must be noted that technical assistance presupposes the existence 
of human and natural resources in the host country which can be 
tapped once know-how is made available. It also presupposes in the 
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host country both a willingness and an ability to initiate, or take over 
and continue on its own, a given activity once the method of doing it 
has been amply demonstrated. Ideally, with the exception of con- 
tinued consulting services, the whole technical assistance program 
should be marked by a series of closed-out projects whose basic activi- 
ties are being carried on by the host country. Finally, technical 
assistance presupposes that if the United States, in its own interest, 
finds it necessary to supply the capital to continue a given activity 
after know-how has been acquired by a host country, such support 
will be furnished through United States loans or grants under one or 
another of the several categories by which United States foreign aid 
is made available. 
The significance of these conditions becomes manifest when con- 
sidering how they essentially change the original role of the Institute 
of Inter-American Affairs which is the specific United States agency 
— with carrying out the technical assistance program in Latin 
merica. 


The Institute of Inter-American Affairs (ITAA) 


The Institute of Inter-American Affairs, which is today the Latin 
American office of the International Cooperation Administration 
(ICA), was created in the spring of 1942 as a subsidiary Government 
corporation under the Coordinator of Inter-American Affairs, Nelson 
Rockefeller. At the time of its creation its purpose was to initiate a 
cooperative program of health and sanitation in areas of Latin America 
where United States troops were to be stationed at defense posts and 
where increased supplies of vitally needed war materials, such as 
rubber and mica, were dependent upon improved health and sanitation 
conditions for workers engaged in their production. It had its 
beginning, therefore, in the necessities of the United States war effort 
and its objectives were to contribute directly to the winning of that 
war. There appears to be no doubt that significant achievements 
were recorded during this period. 

Although many of the original organizational features, methods of 
operation, and even some of the personnel have been continued over 
the year, the Institute today has different objectives from those which 
led to its creation. It is in terms of these objectives that its current 
operations must be assessed. 

In activities as well as objectives technical assistance in Latin 
America is essentially different from the work carried out under the 
Institute’s earlier program. Technical assistance is broader in the 
scope of its activities. During the war period the Institute’s programs 
in taal America were confined largely to the fields of health and 
sanitation, agriculture and natural resources, and education. Under 
today’s technical assistance program, projects are underway in the 
additional fields of industry and mining, ee labor, public 
administration, community development, welfare, and housing. 

Technical assistance is narrower in the sense that it does not include 
supplying the capital to make use of acquired know-how. For 
example, the program in public health is not intended to establish 
— health facilities in a given country, but to show the host country 

ow to do it in terms of its own program; in agriculture the purpose is 
not to run, say an agricultural extension service, but to show the host 
country how one can be developed in terms of its own efforts. By 
contrast, during the war period the Institute’s program financed not 





















































































UNITED STATES TECHNICAL ASSISTANCE IN LATIN AMERICA 7 


only the demonstration of techniques, but also extensive construction 
of me re sewerage systems, schools, etc. The extent to which 
these shifts have been recognized by the Institute in practice will be 
discussed later, but today such capital expenditures are not intended 
to be made out of technical assistance funds. 


HOW COOPERATIVE PROGRAMS ARE ESTABLISHED 


The basic authority under which technical assistance is carried out 
in a given country is usually a point 4 general agreement, between the 
United States and the host country. This “umbrella” agreement 
establishes the broad understandings which will govern the conduct 
of all programs to be carried out. It includes the basis for participa- 
tion, makes provisions for information and publicity, describes how 
subsidiary program and project agreements will be drawn up, the 
status to be granted personnel engaged in the work, the effective date 
of the agreement, and the procedures to be followed for amending it. 
One notable aspect is that the recipient country agrees on its part to 
endeavor to make effective use of the results of technical projects 
carried on under the cooperative program. Also included is a stipu- 
lation that the recipient country will “bear a fair share of the cost of 
the technical cooperation programs and projects.” 

Under this “umbrella’’ specific program agreements are drawn up, 
usually with a given ministry of the local government, e. g., the 
Ministry of iculture, to develop and carry out a program in 
the general field for which that ministry is responsible. Program 
agreements are not, for the most part, much more specific than the 
“umbrella” agreement so far as describing the actual work to be 
undertaken is concerned. The agricultural program agreement 
which the subcommittee was shown in Peru is a typical example. 
It lists the following objectives: 


To promote and strengthen friendship and understandin 
between the peoples of the Republic of Peru and the Unite 
States of America and to further their general welfare; 

To facilitate the development of agriculture in Peru 
through cooperative action on the part of the parties to 
this agreement; and 

To stimulate and increase the interchange between the 
countries, of knowledge, skills and techniques in the field 
of agriculture. 


The chief function of the program agreement appears to be to 
establish the administrative framework for activities in a given field. 
By contrast with the “umbrella” agreement which is negotiated at 
the top diplomatic level of the two Menten program agreements 
are often worked out and signed by the chief official of a Lgiten ministry 
and the top Institute official in the country, designated today as the 
United States Operations Mission (USOM) Director. 

In general these agreements provide that the United States will fur- 
nish and pay for all technical specialists to be brought into the host 
country and that it will bear the dollar costs of training host country 
personnel in the United States or elsewhere. Beyond these provisions 
@ conspicuous feature of many agreements is the setting up by the 
sponsoring ministry of the host government of a special bureau usually 
referred to as a “servicio,” (which is the Latin equivalent of our 
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Government “bureau”) to be the administrative agency for all 
projects developed under the program. This servicio is financed by 
contributions made jointly by the host government and the United 
States and is nanan to receive additional funds from other 
sources as, for example, State and local governments, to support the 
program and specific projects drawn up within it. A schedule of con- 
tributions, covering an initial period of operation, is included in the 
program agreement. It should be noted that United States payments 
to servicios are in addition to the payments of technician costs and 
dollar costs for trainees. 

Other than its contribution to the joint fund the host government 
ministry ordinarily agrees to pay for any personnel it may furnish, to 
provide in some cases international travel for trainees sent out of the 
country, and to make available office space, equipment, and such other 
supplies and facilities as it can conveniently provide. The proportion 
of the costs to be borne by each party to the agreement varies with 
each program. 

A third level of agreements is reached when a particular project 
within a program, e. g., improving dairy management as part of a 
broad agricultural program is eatablished. Like the program agree- 
aay these are negotiated between the sponsoring ministry and the 

nstitute. 

The distribution of the costs of projects generally conforms to the 
pattern established under the overall program agreement, with the 
United States paying the salaries and expenses of technical specialists 
as well as the dollar costs of any training of host country personnel 
who may be included. Host country contributions usually do not 
involve any further cash payments beyond those already contributed 
to the joint fund. 


UNITED STATES CONTRIBUTION 


Under the bilateral technical cooperation program, the United 
States supplies technical know-how in four major ways, which rank 
in terms of costs as follows: 

1. United States Government technicians are sent to the host 
country to work as specialists in various fields. In fiscal year 1955, 
635 were authorized at a total cost of about $9 million. 

2. Supplies, equipment, and grants are furnished to servicios. For 
fiscal year 1955, $6,600,000 was allocated to this component of the 
program. 

3. Technical training is given selected host country personnel by 
sending them to the United States and elsewhere to study methods 
and operations which can be applied in their own lands, In fiscal 
year 1955, 1,285 participants were scheduled for this kind of training 
at a cost to the United States of about $4 million. 

4. Contract services are supplied by United States colleges, uni- 
versities, and private consulting firms. In fiscal year 1955, 114 tech- 
nicians were involved under these contracts which included 19 separate 
contracts with 15 different United States colleges and universities. 
The cost was approximately $2,600,000. 

In addition to the above, other costs provide essential supporting 
services in the field for United States technicians. In fiscal year 1955 
an allocation of $2,700,000 was made for this purpose. 
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The total United States funds for the program, summing up’ all 
these components, were approximately $25 million. Since the costs 
of United States Government technicians, of contract services, and 
the field costs of supporting them are all functionally related, United 
States funds provided under these categories can be grouped together 
and the picture which emerges is an estimated expenditure in fiscal 
year 1955 of $14,300,000 for United States technicians supplied to 
the host countries, $4,000 for sending host country personne abroad 
for training, and $6,600,000 for support of servicios. 


MAJOR FIELDS OF ACTIVITY 


The technical-assistance program in Latin America is distributed 
over eight major fields. For fiscal year 1955 the United States funds 
were allocated among these fields as follows: 

Agriculture and natural resources_..............-..-.-.-----..--- $9, 264, 600 
Industry and mining 


Transportation 
Labo 


1, 691, 900 


Other costs accounted for $797,700. 

In each of the countries visited by the subcommittee the specific 
activities carried out varied, but nearly all country programs contained 
some project under each of these major fields. The kinds of things 
being done in Latin America as a whole can be illustrated by reference 
to typical activities in individual countries. 


Agriculture and natural resources 


In Colombia assistance is being given Colombian agricultural 
agencies in planning and implementing programs to promote efficient 
and diversified agricultural development of the country. Most of the 
effort is being concentrated on operating a pilot extension service, 
carrying out & program to train rural people in operation and mainte- 
nance of farm machinery, developing machinery pools, developing 
cacao as an alternate export crop, and improving agricultural educa- 
tion at two Colombian colleges through a contract with Michigan 
State College. 

Industry and mining 

In Brazil technicians from the United States Geological Survey 
and Bureau of Mines have been working with Brazilian personnel in 
arn py 2 geological resources of certain areas of the country. Coupled 
with this has been an effort to foster the development of a Brazilian 
geological institute. 


Transportation 

The inadequacy of transportation is a major obstacle in Bolivia’s 
economic development. Surface transportation is being improved 
through United States technical cooperation assistance in the develop- 
ment of feeder and farm-to-market roads and in road maintenance. 
Advances have been made as well in the operation and domestic 
maintenance of aircraft, 


Ne ee 2s ewten se 24 ee ee 

















10 UNITED STATES TECHNICAL ASSISTANCE IN LATIN AMERICA 


Labor 


From various trade-union organizations in Mexico, 40 labor leaders 
and potential labor leaders were selected to visit the United States 
for training and to observe labor-management relationships and labor 
productivity in this country. In addition to United States training, 
a labor productivity specialist and an industrial safety expert were 
scheduled for assignment to Mexico. 

Health and sanitation 


_ In Peru assistance is being given the Peruvian Ministry of Health 
in its programs to improve the general level of health by furnishing 
technical cooperation in the operation of health facilities by providing 
demonstration projects in the fields of industrial hygiene, vital sta- 
tistics, nutrition, housing, by expanding health education activities 
on a countrywide basis, and by training professionals and nonpro- 
fessionals in public health activities. 


Education 


In Mexico, under an ICA contraet, Columbia Teachers College is 
assisting the Bank of Mexico, the Ministry of Public Education, and 
the University of Mexico in carrying out a survey of the technical 
skills required for the development of the economy and an evaluation 
of the existing training facilities. The University of Michigan, also 
under a contract, is assisting in the development of a large vocational 
training center for mechanics and operators of heavy agricultural 
and road-building equipment. The school is designed to train over 
1,000 mechanics and operators a year, and the training received is 
intended to improve the utilization of equipment on road-building 
and irrigation projects, 

Public administration 


United States technicians provide advisory services to the servicios 
and to other substantive programs and cooperating Peruvian Minis- 
tries on administrative methods and procedures, as well as specialized 
advice on technical matters such as census preparation, records 
management, and meteorology. In connection with this program, 
fiscal year 1955 plans called for bringing 20 host government nationals 
to the United States for specialized training. 


Community development, social welfare, and housing 


A program of developing low-cost housing in cooperation with 
Chilean organizations is being assisted by United States technicians. 
Four Chileans were scheduled for training in the United States, 2 in 
the housing field and 2 in the field of social welfare. 


ACCOMPLISHMENTS OF THE PROGRAM 


A significant measure of the accomplishments of the technical 
assistance program in Latin America is hard to come by. ‘This is not 
because of any absence of marked improvement in the various fields 
in which programs have been carried out, but rather the difficulty of 
assessing how much of the improvement has been due to the transfer 
of know-how and how much has been due to other causes, including 
actual underwriting by the United States of host government opera- 
tions. There has been, for example, remarkable improvement in 
health and sanitation in a number of countries, particularly in the 
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Amazon Valley of Brazil where in the period from 1941 to 1951 the 
average life expectancy was increased from 37 to 47.7. It so happens, 
however, that it was in this field that millions of United States dollars 
were spent not only to train technicians, but to construct hospitals, 
sewerage systems, water supply systems, and similar capital works. 
Such accomplishments, as important as they are in themselves and 
even though associated with technical assistance programs, are not 
necessarily indicative of the success of these programs. 

In this connection the subcommittee was impressed by the fact 
that the presentations made by the United States operations mission 
peenbennal Th the field were not particularly illuminating. At almost 
every post visited the accomplishments of the technical assistance 
program were presented not in terms of know-how transferred but 
rather in terms of improved physical conditions and assets of the host 
countries. The operations mission director in Brazil offered the fol- 
lowing facts on the health program: 


SESP has built 20,000 privies, put in 76 water systems in 
the Amazon River Basin for control of dysentery * * *. 
SESP has a total of 341 projects, operates 85 health centers 
has medical services, home visits, retains vital statistics, an 
provides for mother and child care * * * 


In a report on the health servicio in Bolivia, a similar preoccupation 
with operational statistics is apparent: 


With a staff of doctors, nurses, laboratory and X-ray tech- 
nicians and other professional and subprofessional employees 
[the medical division] operates 13 health centers, 4 mobile 
units and the central laboratory in Cochabamba * * *. In 
1954 the SCISP’s health services gave 642,713 treatments and 
examinations. 


The preoccupation which United States field personnel uniformly 
displayed with the increase in physical assets that had occurred over 
the years in the various fields in which technical assistance has been 
operating is not accidental. The subcommittee noted that the fact 
sheets issued in Washington by the International Cooperation Admin- 
istration to describe the accomplishments of technical assistance pro- 
gram also concentrate on listing the number of sewage-disposal plants, 
tractor drivers trained, health centers established, machinery pools in 
operation, etc. To be sure, there are mixed in with many of these 
numerous indications that some know-how is being transferred, but 
in the subcommittee’s judgment both Washington and the field should 
attempt to find a better way to measure the accomplishments of tech- 
nical assistance than by counting sewage plants and privies. 

It is, of course, a matter of gratification to the subcommittee that sub- 
stantial improvements similar to those cited above have occurred in the 
various fields of activity covered by the technical assistance program, 
but it is not in such terms that the achievements of a technical assis- 
tance program can properly be considered. The crucial consideration 
is not whether agriculture, health and sanitation, industry and 
mining, and the other activities have developed since technical assis- 
tance was first proferred, but rather the extent to which technical 
assistance has contributed to that development. If the program is 
being carried out according to its announced criteria, one significant 
measure would be the record of the programs and projects which have 
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been completed and turned over to the host government. From 
such a record some inference could be drawn as to the extent to which 
an actual transfer of know-how has occurred as well as the extent to 
which the host countries are making effective use of the results of 
technical assistance projects. 

The subcommittee did note individual instances of projects in 
which actual transfer of know-how to the host government was clearly 
evident. These projects appeared to have been well conceived and 
well executed re i the missions are to be commended for them. 

One such project was in connection with a long-standing effort of 
the Chilean Government to establish a satisfactory program of pre- 
ventive medicine. As part of the technical assistance program in 
the field of health, during the period from 1943 to 1953, five health 
centers were established and operated in strategic locations in Chile. 
Not only have these centers been turned over to the Chilean Govern- 
ment, which continues to operate them today, but from the pattern 
established the Chilean Government has constructed 10 additional 
health centers in Santiago Province alone, and has made such centers 
the basic field unit in a recent reorganization of the Chilean National 
Health Service. In the subcommittee’s judgment, all the elements 
of a successful technical assistance project were present in this case. 
The project dealt with a problem whie had been of concern to the 
host government, it involved a demonstration of a method of solvin 
it; it resulted not only in an activity which could be and was read 
over to the host government, but it stimulated expanded and con- 
tinuing action by the host government in this particular field. 

The subcommittee was equally impressed with individual projects 
carried out to a successful completion in other lands. In Peru, for 
example, the subcommittee learned of the development of a cattle 
quarantine system to control foot-and-mouth disease which, once it 
had been demonstrated by the technical assistance servicio, has now 
become an integral part of continuing Peruvian Government 
operations, 

The subcommittee’s effort to discover how extensive this kind of 
experience has been throughout the entire program was frustrated, 
however, by the fact that the agency’s records are not maintained 
in such form as to give rise to the needed information. The first 
problem encountered was the fact that until very recently there was 
no firm guideline establishing what was to be considered a project. 
One tabulation made by the agency based on reports from the field 
indicated that out of a total of 3,245 projects undertaken, nearly 
2,000 had been completed and responsibility for continuing them 
had been transferred to the host countries, -Analysis showed, how- 
ever, that the 2,000 figure included transfers of administrative funds 
which although reported by the field missions under the heading of 
“Projects Completed” were actually nothing but bookkeeping 
entries. Included as well was each hospital built or equipped, each 
water supply or sewage system constructed. As has been pointed 
out earlier, such increases in local public works may be associated 
with achievements in technical assistance, but are not of themselves 
evidence of such achievements. 

Since available records on completed projects were not particularly 
informative the subcommittee sought to discover what progress had 
been made in completing entire programs. In this connection the 
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subcommittee inquired into how many servicio programs were now 
being carried out without the aid of United States funds. It learned 
that in the three program fields with the longest history—health, 
agriculture, and education—terminal points have not been reached, 
and United States funds are still supporting 7 agricultural servicios, 
8 of an original 9 heath servicios, and 6 ethudetion servicios. Only 
one, &@ servicio in public health in Uruguay, seems to have completed 
its function as of June 30, 1955. 

What seems to emerge from these facts is an indication that the 
general objectives of the wartime programs of the Institute of Inter- 
American Affairs are still being pursued. The preoccupation of the 
mission personnel with the number and scope of activities, of installa- 
tions constructed, of visible products, of direct contribution to the 
economic development and social welfare of the host countries all 
belong to the wartime program. The most significant evidence, 
perhaps, is the apparent intent that continued United States support 
of the time-honored servicios extend into the indefinite future. While 
the subcommittee can appreciate the value of having some kind of 
pioneering institution at work in the various fields in which servicios 
currently operate, it can find no grounds for continued United States 
financing of such institutions when they undertake to carry out day- 
to-day government operations. Continued United States financing 
under such circumstances is not technical assistance but a disguised 
form of budgetary support to the host country and should be termi- 
nated wherever it exists. 


GOALS AND PROGRAM PLANNING 


Since technical cooperation programs are ‘designed to contribute 
to the balanced and integrated development of the economic resources 
and productive capacities” of the host countries, the subcommittee 
in each country visited sought to determine what goals had been 
established for planning purposes by the host government. It 
seemed obvious that the selection of programs to be carried out and 
the priorities to be established between them would necessarily 
involve some view of a satisfactory level of productivity and some 
idea of what constituted for a given country balanced development. 
It was with some surprise, therefore, that the subcommittee learned 
that, with the possible exception of Bolivia, not only were there no 
defined goals of this sort, aoe there was no thorough preliminary 
estimate of the existing situation at the outset of most of the programs. 
Under the circumstances, it is somewhat easier for the subcommittee 
to understand why so few servicios have been closed out. The 
blunt fact of the matter appears to be that most technical cooperation 
programs are conducted on a basis such that starting from an unknown 
point for an unknown goal they can tell neither bow far they have 
progressed nor when they have got there. 

The subcommittee was informed by institute officials in Peru, for 


example, that new programs are selected on the basis of how they will 
supplement and complement currently operating programs. The 
USOM program officer, Mr. Ramon Solana, testified as follows: 


Question. Do you have any comprehensive plan of “a 1 
tives of where the Peruvian economy will have to be before 
you can determine that the program has been completed? 
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Mr. Souana. I must admit we haven’t gone into that quite 
that specifically, no. 

Question. In the absence of such a plan, how do you deter- 
mine the priority of one project as against another? 

Mr. Soutana. We determine it on the basis of the objec- 
tives of the total program. Our current operations, and 
how the new program will supplement and complement the 
currently operating program, so that we try to provide for a 
little better balance in the program to provide facilities 
which haven’t been provided heretofore. 


The subcommittee believes that even such qualitative balance in 
the programing process should be accompanied by quantitative goals. 
It would not seem to be either impossible or futile to determine a cutoff 
point in terms of so many teachers trained, so many engineers, so 
many technicians in one field or another, so many demonstrations of a 
given technique. 

The program in Bolivia appears to have made the most progress 
in this respect. A plan for economic diversification, developed in 
1954 by Bolivia, is used as a master framework within which technical 
assistance projects can be rationally fitted. This plan sets forth 
certain designated levels of production to be achieved over a 5-year 
period with anticipated achievements calculated for each of the 5 
operating years. 

The approach being used in Bolivia is in marked contrast to that 
being taken by the United States mission in Peru, which was described 
by the USOM Director, Mr. John R. Neale, as follows: 


Mr. Neaue. Here’s a country as big as our whole group of 
west-coast States that has in it some 30,000 identified commu- 
nities that don’t have as yet roads or telephone systems or 
telegraph systems that reach one-tenth of those communi- 
ties; but, where it does have people, the population is dis- 
tributed throughout all that area. The fact that we have 
a demonstration that is complete and wound up that satisfies 
the situation and satisfies us technically at Lima hasn’t 
anything at all to do with all of these other communities. 

Question. Do we understand that as long as there is some 
work still remaining to be done, some area of the country 
that could be improved, that it is your view that technical 
assistance will be and should be given by the United States? 

Mr. Neaur. I would hope not. I only think technical 
assistance ought to be continued to the point where almost 
es citizen in Peru has had an opportunity to begin to take 
it home. 


The subcommittee is of the opinion that serious consideration should 
be given by the International Cooperation Administration, to en- 
couraging the establishment of specific goals by the host government 
to be attained in the various programs in each country. As a neces- 
sary part of this process serious consideration should be given to the 
development of comprehensive information about existing situations 
before programing is undertaken. 

These comments are made with the full realization that precise and 
reliable statistical information is not readily obtainable on many of the 
problems with which technical assistance must'deal. Yet the alterna- 
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tive which seems to be employed today is an endless succession of 
projects and programs whose rélative and perhaps absolute worth is 
anybody’s guess 

he subcommittee also believes that from the outset of a program 
thought should be given to the problem of ultimately transferring 
servicio operations to the host government, and that planned steps, 
subject to evaluation at periodic intervals, be included in all programs 
for turning them over to the host governments. This recommenda- 
tion is consistent with a general policy directive in the FOA Manual 
which states: ‘“The planning for each program or project should include 
an agreed pattern for phasing out of United States financial participa- 
tion.” 

IMPLEMENTATION OF PROJECTS 


Good planning involves something more than definite objectives. 
It must also take into account how much actually can be done within 
a given time and what obstacles have to be overcome on the way. 
The record in Latin America shows that planning for technical 
assistance has been seriously deficient in this respect. This is indi- 
cated by the huge proportion of unexpended funds carried over from 
year to year. For example, at the close of fiscal year 1955 not only 
did $16 million remain unexpended out of the $25 million appropriated 
for that vear, but there was also a balance on the books of $6 million 
from 1954. 

According to the statements made to the subcommittee there are 
several reasons for the accumulation of these balances. The principal 
one offered was the fact that most of the host countries operate on a 
calendar year rather than on the United States fiscal year basis. 
Thus, since servicio contributions are made by each party on a 
matching basis, in these countries there is an inbuilt lag of 6 months 
or more in United States expenditures of this kind. The subcom- 
mittee observes, however, that even if all United States contributions 
to servicios in Latin America had been withheld for the entire year, 
only $6 million of the unexpended balances of more than $22 million 
would be accounted for. 

Additional reasons given by the field missions in explanation of 
these balances included invoicing and bookkeeping delays; the fact 
that on some university contracts the entire amount of the contract 
is recorded as an obligation the first year even though payments may 
extend over 2 or more years; and, finally, certain inherent delays in 
processing trainees. 

The subcommittee finds, however, that a considerable carryover of 
funds from 1 year to the next can be traced to defects in the plan- 
ning process. One of these is an apparent failure to assess accurately 
the interest of host countries in some of the programs and projects. 
For example, the subcommittee learned that a 1954 United States 
contribution of $300,000 to the agricultural servicio in Brazil was held 
up for 2 years because Brazil failed to make a matching contribution. 
Another $150,000 set aside in 1952 for a rural education program was 
carried over as an expended item year after year because the Brazilian 
Government never put any matching funds into the program. 

Another deficiency which seems to have characterized the planning 
process is the failure to take adequate account of obstacles in recruit- 
ing personnel for the field. ‘To cite one example, a program in health 
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and sanitation in Uruguay has been delayed’ for more than a year 
by the difficulty of supplying the chief of the field party with the 4 
or 5 technicians which the program calls for. 

The subcommittee is aware of the difficulties surrounding the 
recruitment of able personnel for technical-assistance work. There is 
no magic wand which can be waved to make such difficulties disappear. 
The subcommittee does feel, however, that the planning of programs 
and projects should deal realistically with this recruitment problem, 
and with the question of host country interest as well, and should 
avoid clos heading into commitments on a premature basis. 
Delay in initiating a program would be preferable to following a 
course of fits and starts. 

By far, the most serious and far-reaching cause of large unliquidated 
obligations appears to be the delay in Washington in approving 
programs as a part of the overall planning process as well as the 
practice of withholding large allocations of money until close to the 
end of the fiscal year and then releasing them to the field in a rush for 
hasty obligation. 

Information obtained by the subcommittee from the mission director 
in Peru summarized the situation as follows: 


The principal problem encountered during fiscal year 1955 
resulted from the late date at which program approval 
(December 31, 1954) was received, thereby delaying program 
planning implementation. The failure to receive program 
approval until so late in the fiscal year, and the reservation 
of funds which were not released until April and May, 
affected all phases of program development and delayed 
implementation of several new programs. 


The experience of the mission in Colombia appears to have been 
typical of what has been happening to field missions generally. It 
did not receive its allotment of fiscal 1955 funds until the end of 
December 1954 when the fiscal year was half over. Up to that time 
it had operated on a month-to-month allotment basis. When it was 
received, the allotment was in the amount of $989,000 for the entire 
year, which was substantially below what had been expected and 
involved a cutting back in the mission’s planning. uring the 
closing months of the fiscal year additional funds were alloted from 
Washington and the mission was instructed to obligate as much of 
them as possible. They totaled $450,000 or almost half as much as 
the entire year’s allotment had been up to that date. 

The details of the items which made up this additional $450,000 
are instructive of how this process works. During April, under in- 
structions from Washington, a housing contract which had not actuall 
been begun was extended for another year through agreement with 
the Colombian Government, and an additional $100,000 obligated 
for this. Similarly, under instructions from Washington an agri- 
cultural program agreement, about whose worth the mission was in 
doubt, was extended for another year and $75,000 was obligated. 

During the month of June additional funds totaling $275,000 were 
obligated under agreements for a program in medical education and a 
program of assistance in the teaching of and research in economics 
which were panes for fiscal year 1956. 

A somewhat novel twist was involved in the obligation of this 
$275,000. In effect, it was an ot ligation in fiscal year 1955 of fiscal 
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year 1955 funds for programs which had. been included in the fiscal 
year 1956 budget of the mission. 

The obvious reason for such last-minute obligating practices is to 
prevent the money from reverting to the United States Treasury at 
the end of the fiscal year. The subcommittee cannot condone this 
practice. From an overall planning and fiscal point of view, it is 
neither in the interests of economical spending of the taxpayers’ 
money nor of orderly program planning. How many programs and 
projects have failed because this kind of process has substituted for 
careful prior planning can perhaps never be known. 


ILLUSTRATIVE PROGRAMS 


The subcommittee is of the opinion that many of the deficiencies 
noted in the utilization of technical assistance funds have gone uncor- 
rected year after year in large measure because the International 
Cooperation Administration and its predecessor agencies have been 
allowed to use what are known as illustrative programs in presenting 
their budget requests to the Congress. 

Illustrative programs are not actually programs in any planned 
sense. Instead, they are lump-sum requests for funds under broad 
categories such as “Agricultural and natural resources,” or ‘Health 
and sanitation,’’ supplemented by a general narrative statement of 
the agency’s intentions for the vear. 

As an example, the technical assistance program presentation for 
Ecuador for fiscal year 1956 included an item of $233,000 under the 
category “Education.” The narrative statement which supports this 
is as follows: 


In education, assistance in improving normal school train- 
ing for rural teachers will continue. 


While not every item carries so brief and uninformative a justifica- 
tion, few < ¢ ape to offer adequate detail upon which any sound judg- 


ment could be made as to the worth of the program or project. 

The more significant thing, however, is not the lack of specificity 
of the justifications, but rather the fact that they involve no commit- 
ment that the money appropriated will be spent for the items 
mentioned. 

The entire presentation is intended to be only “illustrative” of the 
way the agency expects the money will be spent. Only after Congress 
has appropriated the money does the International Cooperation 
Administration get down to the business of doing firm and specific 
planning. The next year Congress will be told, under similarly broad 
categories, how the expenditures were actually made. The theory 
behind this kind of activity, which has been made possible by very 
broad grants of legislative authority permitting freedom of transfer 
within appropriations, is that flexibility must be provided for the 
agency and that it must be able to meet unforeseen contingencies. 
The subcommittee, without passing judgment on how applicable such 
reasoning may be to other aspects of the mutual security program, 
believes that there is no basis for applying it to technical assistance. 
If there is any part of the mutual security program which not only 
permits but demands careful and unhurried prior planning, technical 
assistance would seem to be that part. 
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The subcommittee believes that a new and radical departure from 
this pattern, with its frantic annual effort to commit funds at the last 
minute is called for. The subcommittee therefore proposes that the 
International Cooperation Administration revise its planning policies 
so that (1) funds are not obligated until the related programs and 
projects have been firmed up sufficiently to §° forward within the 
period for which the funds are obligated, and (2) firm and specific 
plans can be submitted to Congress in pe of the present illustrative 
programs in the technical assistance field. 

In the subcommittee’s judgment, the technical assistance activities 
in the field not only would not suffer by such a change, but could 
emerge much stronger by reason of having for once a sound basis on 
which to proceed, 

HOST COUNTRY REQUESTS 


In spite of the fact that behind every technical assistance program 
undertaken in Latin America there is a formal request by the host 
country, the record indicates that in some cases programs and projects 
have been thrust upon the recipient countries. Certainly the failure 
of countries as well endowed as Brazil, Uruguay, and Mexico to make 
contributions to certain of the programs can only be explained in terms 
of their disinterest. In Uruguay, for example, although the United 
States by June 30, 1955, had obligated more than $1,121,100 for 
technical assistance in 8 different fields, Uruguay had made a contribu- 
tion of its funds substantially to only one of them, that of health and 
sanitation. 

The need to establish the actual extent of host country support for a 
program or project is illustrated by the failure of an education project 
in Mexico. In December 1954, a contract was signed with Texas 
A. and M. College in the amount of $751,000 for a cooperative program 
in the field of agriculture for the purpose of strengthening the educa- 
tional, research, and extension programs of the Superior School of 
Agriculture Antonio Narro, Saltillo, Coahuila, Mexico. The program 
never got off the ground because Mexico did not meet its share, a 
share which according to figures submitted to the subcommittee ap- 

ears to have been set at about one-quarter of the amount contributed 
by the United States. 

The essential reason behind the failure of this program appears to 
have been that although a formal request was made by the Mexican 
Government, there was considerable opposition to it by the Secretary 
of Education with a consequent failure to make available Mexican 
funds for its support. It appears that the United States mission 
personnel did not take sufficient pains to determine the extent of 
host country interest before obligating sizable amounts of United 
States funds. 

In Mexico City also the subcommittee observed a rather unique 
history of the origination of a technical assistance project—the 
industrial productivity program, costing approximately $300,000 of 
United States funds aievaalle: 


The Mexican Confraternity of Industrial Chambers, a semipublic 
trade association to which every manufacturing industry in Mexico 
must belong by law, had advocated improving the productivity of 
Mexican industry. They urged this a advertisements in the 


newspapers and in other literature. The labor attaché of the United 
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States Embassy in Mexico noticed these advertisements and brought 
them to the attention of a representative of the technical assistance 
mission. The latter contacted officials of the industry trade associa- 
tion and informed them of what the point 4 program had done in 
industrial productivity programs in Europe, listing some 15 different 
services which could be provided. 

Negotiations, including suggestions from the Washington office 
of the Foreign Operations Administration, resulted in an expanded 
program, including more assistance in the field of economic planning 
of industrial development. The —— was formally requested 
by the Mexican Government which contributed $50,000 along with 
our $300,000 to finance the program. 

This is an example of salesmanship on the part of United States 
officials who stimulated the interest of Mexican industrial groups to 
request our aid through the Mexican Government. 

he subcommittee does not criticize the program on the basis of 
whether or not it is meritorious, but cites it as an example of how 
American officials initiate and encourage a request for our aid. 

One of the causes for this kind of situation also appeared to be 
pressure upon the field missions from Washington to undertake cer- 
tain programs. Functional divisions within the Washington head- 

uarters dealing with labor, small business, etc., apparently supplied 
the drive behind such measures. 

In Mexico, the subcommittee was presented the following picture: 


Under FOA there seemed to be a great impetus to make 
us in Mexico like the missions in Europe and the Near East. 
For instance, we would get instructions to do something 
about a contract clearinghouse for small business. Quite 
rightly, neither the Embassy nor we thought that was our 
function * * *. There have been other instances; for 
example, we got general broadside letters about getting 
into trade promotion. They had some boys ready to come 
ey to help us promote investment. We did not accept 

em. 


The subcommittee feels that agency personnel should be called upon 
to present reasonably good Svidalins at the programs and projects 
they develop are in a real rather than a formal sense at the host 
country’s request. In this connection, one of the most significant 

roofs of such host country interest would seem to be the host country’s 
intended contribution. From this standpoint the concept of the host 
country’s ‘fair share” is crucially important. 


THE CONCEPT OF “FAIR SHARE” 


According to the FOA Manual (Order 1023.1 IIT, C) “any financial 
contribution by FOA to various technical cooperation activities must 
be made for some reason beyond the intrinsic merits and desirability 
of the projects as such.” 

The normal reasons that the United States contribution is required 
would be, according to the FOA Manual, one or more of the following: 


1. That because of the general poverty of the country or 
basic inadequacy of government revenues, the financial re- 
sources required are simply not available to the cooperating 
country government for the purpose involved; 
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2. That while the cooperating government could provide 
the necessary financing in local currencies, its international 
exchange position is such that, given other and more pressing 
demands on its foreign exchange, it cannot convert these 
local currencies to foreign exchange in sufficient amounts to 
cover the foreign exchange costs of the program; 

3. That, while the cooperating government may be theo- 
retically able to handle the financing and is willing to see the 
activity go forward, it is not at the time willing to put the 
required amount into the project or to carry out the project 
with its own financing in what FOA would regard as a satis- 
factory manner or at a fast enough rate in terms of the overall 
objectives of the program. Such a situation may arise be- 
cause the country government is not sufficiently convinced 
of the value of carrying on the project in the manner proposed 
in relation to its cost, or because the project has a higher 
priority in terms of United States objectives than the 
country government is willing to assign it. 


In view of the fact that the “fair share” aspect of a recipient coun- 
try’s part of a technical assistance program is determined in the light 
of one or more of these factors, they deserve further scrutiny. 

The first factor involving the general poverty of the country is 
probably the most understandable. However, it well may be that in 
such a case what is indicated is not technical assistance or transfer of 
know-how but rather economic aid, or development assistance. It 
would seem that this factor should operate in those countries where 
economic aid and technical assistance are both being employed 
simultaneously. Of the countries visited by the subcommittee, prob- 
ably only Bolivia and perhaps Guatemala would qualify for United 
States funds on this ground. In both of those, development assistance 
is also being supplied. The danger, of course, in supplying technical 
know-how alone to an impoverished nation is that even after it has 
been supplied the host country will be in no position to continue the 
activity and the United States role, if it continues its support, will not 
be one of transferring know-how but of giving, under the guise of 
technical assistance, budgetary support to subsidize a local govern- 
mental operation. 

Where government revenues are not adequate due to the poverty 
of the country a different situation exists than where the low public 
revenues are due not to the poverty of the country but to inadequate 
tax and fiscal measures of the government. In the latter case, there 
would appear to be little reason to assess the American taxpayer for 
funds a foreign taxpayer escapes paying. An exceptional case, of 
course, would be Guatemala where a new government is just getting 
on its feet after years of financially disastrous Communist rule. 

The second factor, a weak foreign exchange position, is also under- 
standable. The salaries of American technicians are payable in 
dollars, as are the living expenses in the United States of any trainees 
sent from the host country. To some extent, materials and supplies 
needed to carry out the program may have to be purchased outside 
the host country and for such expenditures foreign exchange is needed. 
Beyond these types of costs, however, it is somewhat difficult to justify 
United States dollar contributions. Yet, not only are dollar and 
foreign exchange costs met, but local currency expenses of United 
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States technicians are funded by dollar contributions. Unfortunately, 
no estimate could be made of the exact amounts involved. Similarly, 
the extent to which United States dollar contributions to servicios are 
used to buy local currency is not readily available from existing records, 
The subcommittee feels, however, that in every case where such trans- 
actions are recorded they cannot be justified on the ground that the 
host country is short of foreign exchange. 

The third factor is a curious one and the subcommittee finds itself 
somewhat nonplused by it. Essentially, it says that the United 
States financing of a given activity is justified where the host govern- 
ment has so little interest in the project that it will not put its money 
into it, even though it is financially capable of doing so. 

When this criterion is placed over against the broad principle that 
technical-assistance programs and projects are to be carried out only 
to the extent that the host country requests them, an element of con- 
tradiction appears to be involved. 

The FOA manual states that “in most cases, [this] third basis of 
FOA contribution should disappear for a particular project or program 
after an initial or demonstration phase.” Thus, it appears that the 
underlying idea is that projects and programs are to be undertaken 
on the basis of selling the host government on their importance even 
if the United States has to foot most of the bill for so doing. 

The record does not indicate any overwhelming successes where this 
has been the case. In Peru, for example, the entire agricultural 
budget of the Peruvian Government still stands at the level of $2,- 
750,000 per year where it was when the United States technical- 
assistance program in agriculture was started. Yet the United 
States has put into Peruvian agriculture more than $1 million a year. 
In response to the subcommittee’s questions as to how soon the United 
States might be relieved of this cost, the mission director made a 
frank reply: 


The Peruvian Government could undoubtedly support this 
entire program itself today or tomorrow or next year. It 
could have supported it last year. The total amount of 
money involved is such that by all means it isn’t beyond the 
competence of the Peruvian Government to cover, 


The explanation which was offered as to why, under the circum- 
stances, the United States is still paying so much of the cost of the 
program was simply that the Peruvian Government wouldn’t carry 
it on otherwise. 

A somewhat similar situation was observed in connection with 
public health activities in Colombia. The sanitary engineering 
division and staff of the servicio constitutes in fact the sanitary 
engineering division of the whole Colombian Health Ministry. A 
substantia part of the funds allotted to the servicio are devoted to 
yaws control and a DDT spray program for the control of malaria. 

hese programs, the subcommittee was informed, are fairly routine 
activities involving now not technical assistance but operational 
activities whose chief requirements are regularity and efficiency. 

There would seem to be no reason related to the country’s financial 
situation why Colombia could not take these programs over entirely. 
Yet, at the time of the subcommittee’s visit they had not been trans- 
ferred and there was no evidence that the Colombian Government 
was anxious to take them over. 
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The subcommittee questions whether United States technical 
assistance can hope to be successful on such a basis. 

On a practical basis, there appears to be considerable difficulty in 
getting agreement that the initial or demonstration phase has been 
completed with the consequence that United States funds gradually 
become absorbed in supporting day-to-day government operations 
which no longer have any aspect of technical assistance. 

The subcommittee observed a tendency on the part of United 
States technical assistance officials, particularly those with long 
service, to consider all problems of a host country as susceptible to 
solution through technical-assistance projects. Lack of interest of 
host government officials in technical-assistance projects proposed by 
our officials may be based on their better knowledge of their own 
country. The solution to a given problem may depend on changin 
certain economic, social, or political situations which do not aot 
to technical assistance measures. The subcommittee believes that 
our officials should not attempt to substitute their judgment for that 
of host country officials. 

Technical-assistance programs succeed or fail in terms of the real 
desire of the host countries for them. The true index of a host 
country’s interest in a program: or a project is not how much it is 
willing to have the United States invest in it, but how much the 
country itself is willing to contribute. In this connection, the require- 
ments set by the International Cooperation Administration appear 
to the subcommittee to be too loosely drawn. Certainly some refine- 
ment of them is indicated. The subcommittee believes that the fair 
share should be based upon a country’s current financial situation 
and should be applied across the board on all projects and programs 
in that country. In other words, the willingness of the host country 
to put in a predetermined percentage as a fair share would then be a 
test of its interest in the program under consideration—a test which, 
in the subcommittee’s opinion, is badly needed throughout the entire 
technical assistance field. 

If the programs must be sold to the countries which presumably 
will gain by them, something other than United States dollars ought 
to be used as arguments. 


HOST-COUNTRY CONTRIBUTIONS 


The subcommittee considers that host-country contributions as 
reported by the International Cooperation Administration to the 
Congress are misleading in three important respects. First, unrealistic 
exchange rates have been used and are varied to serve the particular 
—— desired ; second, third-party contributions involving payments 

y third-party beneficiaries for goods and services supplied have been 
included as contributions; and third, arbitrary monetary values have 
been assigned to intangibles as contributions in kind of the host 
government, 


EXCHANGE RATES 


Host-country contributions are regularly expressed for comparative 
purposes in terms of equivalent dollars. In some cases one rate is 
used to express host-country government finances, while another is 
used to express its contributions to technical-assistance programs. 
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Brazil’s Government finances, for example, are computed at the rate 
of 37 cruzeiros to the dollar in the same document which computes 
its contributions to the technical-assistance program at 20 cruzeiros 
to the dollar. Thus, the effect is to picture the country’s financial 
situation in a relatively poor light at the same time as its contribution 
to the cooperative programs is shown in a relatively good one. 

The subcommittee was informed in Brazil that cash contributions 
by Brazil to the various cooperative programs in fiscal year 1954 were 
8 times greater than those of the United States, and in fiscal year 1955 
they were 7 times greater. Brazilian contributions, however, were 
computed at 20 cruzeiros to the dollar in establishing those ratios. 
During the same period for which these figures were given, the legal 
free exchange rate used by the Department of State for its officials 
transactions averaged 73 to the dollar. Based on this rate, the ratio 
of Brazilian contributions to United States contributions was about 
two to one. 

In Bolivia, when the subcommittee was inquiring into the participa- 
tion of the Bolivian Government in the cooperative health program, 
the following exchange took place: 


Dr. Grorce Apams. (Head of the Health Servicio). For 
this cooperative work, the American contribution this year 
is $170,000; the Bolivian contribution this year amounts to 
8.8 times as much, in bolivianos, computed at the rate of 
190 bolivianos to the dollar. 

The Cuarrman. Who is getting fooled on that? That’s 
rather misleading. 

Dr. Apams. That is the official rate of exchange. 

The CuarrMan. What does it amount to on the basis of 
[the current market rate of} 3,800? 

Dr. Apams. Divide it by about 20. 


In other words, with a realistic rate of exchange the situation is 
not one of Bolivia putting in 8.8 times as much as the United States, 
set rather the United States is putting in over twice as much as 

ivia. 

Similar observations may be made about the presentations in other 
countries since it is the agency’s policy to compute host-country 
contributions at the International Moneraty Fund’s par value even 
where this figure has no current significance. The following tabulation 
of United States and host-country contributions for fiscal year 1955 
will illustrate the magnitude of the distortions that result. 


Participation of selected countries in fiscal year 1955 technical-assistance program 





Host-country cash contribution 





United Using IFM rate Using free official rate 
States 
contribution 





Ratio United Ratio United 
Amount (Statestohost-| Amount (States to host- 
country funds: country funds 








5, 858, 000 
129, 000 





$1 | : $100, 000 


20, 508, 
2, 325, 
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The foregoing figures clearly indicate the extent to which data sub- 
mitted to the Congress is misleading. The practice presently em- 
ployed should be immediately discontinued, and future presentations 
to the Congress should be based upon conversion rates which are 
related to the real value of the currency. 


THIRD-PARTY CONTRIBUTIONS 


In computing host-country contributions the International Cooper- 
ation Administration includes contributions by others than the host 
government itself. Some of these are funds put into projects and pro- 
grams by States, cities, and towns to finance activities, as, for example, 
the cost of building a school, a health center, or the like, of which 
these contributors are to be direct beneficiaries. 

In Peru the subcommittee was told of a $3 million contribution to 
the agricultural servicio by the Government of Peru. Further ques- 
tioning by the subcommittee members, however, disclosed the fact 
that the $3 million were the proceeds of an International Bank loan 
made to Peru and used to purchase agricultural machinery which is 
being supplied on a rental basis to Peruvian farmers through the 
servicio. The charges made to the farmers are paying off the loan, 
so that no Peruvian Government contribution is involved except for 
guaranteeing the loan. 

There is nothing wrong with third-party contributions or the use 
made of them. However, counting such expenditures as host-country 
contributions to technical cooperation programs further magnifies and 
distorts the picture presented to the Congress. 


CONTRIBUTIONS “IN KIND” 


As far as the subcommittee could learn, items listed by the Inter- 
national Cooperation Administration under this category included 
estimates for the rental value of office space, valuations placed on 
land used for projects, duties not collected on imports for the program, 
and similar items. The General Accounting Ojjice in its annual 
audits of the agency’s affairs has declined to include any figures for 
this kind of contribution. What gives the subcommittee most con- 
cern in this connection is that our own officials consider such things as 
the import duties not collected on items given to the host government 
to be contributions of the host government to the program and 
include amounts for them in the reports which they make to the 
Congress. 

The International Cooperation Administration furnished the sub- 
committee with the following breakdown in host-country contributions: 





| 1953 | 1954 1955 1956 





United States program obligations $16, 343,000 | $22,029,000 | $27, 167,000 $30, 000, 000 


Host country contributions: 
In cash 38, 398, 000 35, 938, 400 39, 369, 400 43, 000, 000 


In kind.... aden | 8, 753, 900 21, 755, 100 30, 000, 000 














By this tabulation the International Cooperation Administration 
is representing that contributions of host governments are ———e 
The subcommittee notes, however, that these increases are primarily 
in the in-kind category. Thus, they are of doubtful significance, 
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especially in the light of the fact that both the in-cash and in-kind 
contributions are based on exchange rates apparently selected to 
maximize these figures. The true value of the in-cash and in-kind 
contributions of host governments cannot be determined on the basis 
of information which the subcommittee has been able to secure. 

In view of the subcommittee’s appraisal of these three points, it 
believes that the International Cooperation Administration should 
deal more frankly with the Congress and present a true picture of 
just what the participation of host countries has been. 


INFORMATION AND PUBLICITY 


In each of the countries visited, the subcommittee took limited 
testimony concerning the activities of the United States Information 
Agency. The data assembled does not justify a detailed appraisal 
of the activities of that agency, but it is worthy to observe that in all 
of the countries visited there seems to be a good relationship between 
United States Information Agency officials and the International 
Cooperation Administration and Embassy personnel. The subcom- 
mittee did observe that there is need for clearer delineation of basic 
policy at the Washington level to make more effective the perform- 
ance of the Information Service in publicizing and promoting United 
States foreign policy objectives. 


ORGANIZATION AND MANAGERIAL CONTROL 


The kinds of problems observed and the deficiencies noted in the 
operation of United States technical assistance programs in Latin 
America are susceptible, in the opinion of the subcommittee, to 
managerial control. The question then becomes one of whether the 
organizational arrangements presently in being facilitate or impede 
the exercise of such control. 

Although the Institute of Inter-American Affairs has been con- 
sistently the field agency of the United States in Latin America since 
1942, many organizational changes have affected its operations. 
Most of these changes have occurred at the Washington end. From 
a Government corporation created under Presidential emergency 
powers to a part of the State Department’s Technical Cooperation 
Administration, later as a branch of the Foreign Operations Admin- 
istration, and now as a part of the International Cooperation Admin- 
istration which itself is a semiautonomous unit within the Department 
of State, the organizational history of the Institute of Inter-American 
Affairs has been varied, to say the least. Certain changes have also 
occurred within its structure internally. Organized originally along 
functional lines, it carried out programs in given fields under the 
direction of a technical service, as for example, agriculture, health, 
etc. As more activities were undertaken in a given country, the 
trend was toward development of a country director coordinating the 
field parties in carrying out the various programs. The present 
organization ir the field is operated along this line. The chief Insti- 
tute official is known as the United States operations mission director 
and is subject to the policy direction of the United States ambassador 
in the country. 
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The subcommittee observed that in some countries there had been 
considerable difficulty in establishing the relationship between the 
operations mission personnel and the embassy personnel. At least 
part of the difficulty stemmed from vague directives emanating out 
of Washington, as well as some effort to build the field organization 
around personalities rather than functions. 

Theoretically, the United States operations mission director gets 
his policy guidance from the ambassador in the field and clears with 
the ambassador all matters of policy. How this sometimes works 
out in practice was indicated by the following statement by the 
United States operations mission chief in Brazil, Mr. William E. 
Warne: 


In my first meeting with Ambassador Dunn, I told him 
that I would make an honest effort to inform him, in advance, 
of any action I took that I thought bore on our policy here in 
Brazil. * * * Now it is a matter of my judgment whether I 
have sent to him all of the things he would like to see. * * * 
So the judgment has been mine as to the matters I have called 
to his attention. 


Under such situations, aggressiveness and skill tend to be the prin- 
cipal factors in determining working arrangements. On the other 
hand, doubts as to where responsibility lies can result in activities 
falling by the wayside for want of follow-through. 

In Chile, the subcommittee examined into a labor training program 
financed with technical assistance funds which was delayed for a con- 
siderable period of time due to a failure of the Embassy to process the 
required trainees. This work was supposed to go forward under the 
supervision of the United States operations mission director, who, 
however, did not exercise such supervision. The crucial fact of the 
matter sppents to have been that the Embassy did not view the pro- 
gram in the same light as did the United States operations mission, 
and therefore saw to it that the program proceeded only at a most 
deliberate pace. At the same time, it left the mission director in the 
embarrassing position of having made special arrangements to get 
$150,000 for the program and then not being able to produce. Like 
so many of the problems in the field, this one had its roots in Wash- 
ington. The entire labor training program was initiated throughout 
Latin America not in response to host country requests, but rather as 
an outgrowth of a sudden Washington decision and field missions were 
required to take action without being adequately staffed to do so. 

The subcommittee is of the opinion that the record of sometimes 
aimless and vague conduct of technical assistance programs gives 
more evidence of a lack of firm managerial control than of purpose- 
lessness of the program. The number of cases in which there is rea- 
son to suppose that United States technicians in the field promoted 

rojects in which neither the host country nor the United States 

“mbassy officials had any interest suggests that the making of our 
foreign policy had gotten out of its proper channels. In this regard 
the extent to which the Latin American regional office of the Inter- 
national Cooperation Administration has been required by some of 
the technical services within the International Cooperation Admin- 
istration to develop programs and promote them with host countries 
regardless of host country interest implies poor controls at the Wash- 
ington end, 
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What appears to affect field operations most severely is the failure 
of the Department of State to make the necessary decision regarding 
current organization and the distribution of authority and responsi- 
bility regarding technical assistance. The subcommittee noted that 
the missions in Latin America are still operating on the basis of 
Executive Order 10476, of August 6, 1953, which was designed to 
darify relationships between the Department and missions abroad 
and the Foreign Operations Administration, newly created under 
Reorganization Plan 7 as a separate agency. Since June of 1955 
there has no longer been a separate Foreign Operations Adminis- 
tration. Instead, the International Cooperation Administration is a 
semiautonomous unit within the Department of State. Yet, no new 
instructions governing this changed relationship have been issued 
even though direct responsibility of the Department for the operations 
of the new agency has been clearly assigned to the Secretary of State. 

All of the subcommittee’s studies in the field point to a pressing need 
for action by both the Department of State and the International 
Cooperation Administration to put their houses in order, 
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APPENDIX I 


International Operations Subcommittee—Schedule of hearings held on study trip to 
Latin America, Oct. 7 through 29, 1955 

Place Date 
Rio de Janeiro t. 10 
Oct. 11 
Montevideo . 13 
Buenos Aires st. 14 
17 
. 18 
st. 20 
22 


. 24 


. 26 
Mexico . B 
28 





ADDITIONAL VIEWS OF GEORGE MEADER ON REPORT 
ON TECHNICAL ASSISTANCE IN LATIN AMERICA 


I sulscribe to the subcommittee’s report on technical assistance in 
Latin America. However, I desire to make certain additional obser- 
vations which I believe may contribute to more effective execution of 
our fore'ga policy. 

American foreign policy in Latin America is, of course, to maintain 
friendly relations—furthering ‘‘the good neighbor policy’’—to combat 
the extension of world communism and to promote healthy and stable 
free economies, free governments, and free institutions. All United 
States activities—the activities of our diplomatic representatives, our 
information activities, and our aid and technical assistance programs, 
as well as military assistance—should be aimed at that broad goal of 
our foreign policy. 

We in America believe that economic and political stability are 
achieved through a flourishing free-enterprise system depending on 
private capital rather than socialistic governmental operation and 
control of economic activities. That has been officially announced 
as United States Government policy in Latin America by the Assistant 
Secretary of State for Latin American Affairs, Mr. Henry Holland, in 
the following words: 

One of the fundamental facts of United States-Latin 
American relations today is the determination of the Gov- 
ernments and people of Latin America to make even more 
rapid economic progress than they are now making and to 
improve their standard of living. In recognizing this fact 
it should also be understood that the individual opportunities 
which our Government has for facilitating the economic 
development objectives of our sister Republics must be con- 
sidered within the following context: 


Limits on United States activity 


First, the measures which our Government can take will 
not be the decisive factor in the economic development of 
Latin America. There is nothing that this Government can 
do to create a stable economy or raise living standards in 
another country unless the necessary factors are already 
there. But if the internal conditions necessary for economic 
development are there, then our Government can hurry the 
process somewhat by pursuing constructive policies. 

Second, we have neither the right nor the desire to pre- 
scribe to any other American Republic the kind of economic 
system which it should adopt or the programs it should 
follow to achieve its economic aspirations. That is the 
exclusive domestic responsibility of every sovereign state. 
On the other hand, whatever help we give will be, as it should, 
consistent with our own national philosophy as to the role 
which a government should play in the economic field and 
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with the wishes of the majority of our people. Likewise, it 
will be given in support of those programs and policies which 
our experience has led us to believe are best designed to 
achieve real economic progress. 


Our economic beliefs 


These are reasonable views. They do raise questions, of 
course. What are our convictions as to the role of govern- 
ment in the economic field? What kinds of programs and 
policies do we believe will produce strong economies? The 
answers are probably apparent. The people of the United 
States believe in the private enterprise system. We are con- 
vinced that we ourselves can do more than any government 
can to make business enterprises grow, to create new ones, to 
create more employment at acceptable wages, and to raise 
the standards of living of our people. We believe that our 
Government helps the national economy most when it creates 
those conditions which give us, the working men and women, 
the farmers, the businessmen of the country, the greatest 
opportunity to carry on all those processes of private enter- 
prise which have brought us to the point where we now are. 

This means that there are certain things that we expect our 
Government to do and some that we expect it not to Ae We 
rely on our Government leaders to follow sound fiscal and 
taxing policies, policies that will maintain a stable currency, 
policies that will combat the evil disease of inflation, policies 
that will assure to investors a fair chance to make a reason- 
able profit if they risk their capital in industry or commerce. 
We expect our Government to supply those public facilities 
and services which are needed in a free enterprise system, but 
which are not in themselves attractive to private investors. 
These include such things as roads, schools, hospitals for the 
poor, irrigation systems, port works, and things of that 
nature. 


Government vs. Business 


Of equal importance are the things that we expect our 
Government not to do. We strongly believe that except in 
special situations our Government should stay out of the 
field of business. When government enters a particular in- 
dustry or commercial activity, private enterprise generally 
withdraws. This is because onerous regulations are usually 
imposed on the private enterprise in order to insure the sur- 
vival of the less well organized and operated government 
enterprises which cannot compete without special advan- 
tages. Our experience has convinced us that as a rule 
government-run enterprises are not as strong and do not 
make as great a contribution to the national economy as do 
their counterparts operated by private citizens. ‘Therefore, 
we feel that governments should invade the field of industry 
and commerce only where essential and then, if possible, only 
on a temporary basis. 

Our Government’s chief emphasis will be on those kinds 
of economic cooperation that contribute to the creative 
efforts of private individuals, particularly nationals of the 
other countries. We believe they are the greatest hope for 
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progress in the other American Republics. The most effec- 
tive contribution that our country could make to the eco- 
nomic development of Latin America would be to help private 
enterprise throughout the hemisphere. It is responsible for 
our inter-American trade which each year provides our neigh- 
' bors with about $3% billion in cash and credits. Our own 
rivate investors have supplied some $6% billion of capital 
or the economic development of the area. In addition they 
are also providing technical knowledge, equipment, and 
marketing opportunities for Latin America’s growing 
industries, 


From that general statement of United States policy certain broad 
principles can be enumerated to serve as guides to all our officers 
stationed in Latin America. 

Any activities and related expenditure of United States tax funds 
should have clear and specific relationship to the achievement of the 
goals of foreign policy as above stated. Efforts of our diplomatic 
representatives, our information people and our technical assistance 
officials should seek constantly to promote development and invest- 
ment of private capital in economic undertakings; to eliminate or 
minimize barriers to investment and trade and to facilitate creation 
of a climate favorable to the investment of private capital. On the 
other hand, by all appropriate diplomatic means they should seek to 
discourage the extension of socialism and nationalized industries and 
should decline to commit United States funds to the support of 
Government-owned and Government-operated industrial and com- 
mercial facilities. They should likewise avoid expenditure of our 
funds to support erroneous policies and practices of foreign govern- 
ments which, without our financial support, would sooner or later 
have to be corrected or eliminated by the force of circumstances. 

The foregoing is not intended to advocate or condone meddling in 
international affairs of other countries. Obviously all of our activities 
should be carried out with full regard for the sovereignty of friendly 
nations and by- methods and actions calculated not to offend. Yet 
there should be no hesitation on the part of our officials from top to 
bottom under the guidance of the President's representative in each 
country—the Ambassador—-to let it be known that United States 
funds are trust funds exacted through taxes from the American people ; 
that they must be devoted to ends calculated to promote the common 
defense and general welfare of the American people; that they were 
appropriated by the Congress, not for the purpose of pure philanthropy 
but for the security and interests of the United States, in the belief 
that the threats of Communist imperialism and subversion can best 
be met by promoting the stability of free peoples so that they may be 
able to defend themselves against aggression and subversion. 

Aside from our commitment to the philosophy of free economic and 
political institutions and our economic interest in trade and commerce 
with free peoples as contrasted to totalitarian-controlled economies, 
we are convinced that economic and political stability are promoted 
by frée enterprise institutions and are weakened by socialistic insti- 
tutions. 

Many Latin American governments have flirted with various forms 
of socialism. Testimony taken by the subcommittee almost univers- 
ally demonstrated that true economic progress was impeded by those 
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excursions. For example, at Rio de Janeiro in Brazil the economic 
a Mr. Robert P. Terrill, testified before the subcommittee as 
OLIOWS: 


Mr. Meaper. Is there any sentiment, getting away from 
oil for a moment, either in the Congress or general public, 
for getting the Government out of any of these other busi- 
nesses they are in—transportation, etc.? 

Mr. Terri. I regret to say there is very little. Some 
but not much. 

Mr. Meaper. You pointed out that the losses of those 
business-type operations are definite contributing factors to 
inflation? 

Mr. Terri. Yes, they are losing 8 billion cruzeiros a 
year. On the railways, statistics for last year show that they 
did not earn enough gross revenue to pay their wages bill. 
They have to keep rates practically constant in order to 
avoid political complications. Thus with inflation the losses 
go up and up. 

Mr. Mraper. Would you say they are poorly managed? 

Mr. Territu. Extremely so. 

Mr. Mraper. Shipping, railroads, power? 

Mr. Territt. The majority of existing power facilities are 
privately owned by Americans and Canadians. 

Mr. Msaper. Communications? 

Mr. Territt. Only one Government company; mostly 
owned by private companies. 

Mr. Meaper. Is there any noticeable trend for any more 
Government operations of an economic character? 

Mr. Territu. There is no pronounced trend such as there 
was in the thirties and immediately after the war. The bloom 
is off the rose, so to speak. There have been some cases 
where the Government is going in to support new operations. 
For example, a new steel mill is projected for Sao Paulo, 
which will be privately owned. I might add the Govern- 
ment’s steel mill, Volta Redonda, is, by Latin-American 
standards, an excellent operation and earns its way very 
nicely, with handsome profits. 

Mr. Meaper. Well-managed? 

Mr. Terry. Yes, sir. 

Mr. Meappr. And completely Government owned? 

Mr. Terri. No, sir, there are many private stockholders; 
however, the stock of the company is owned in the majority 
by the Government in accordance with the statutes of the 
corporation. I was going to add that the new electrical 
generating capacity is, to an increasing extent, being con- 
structed under the auspices of the Government. 

Mr. Meaper. It strikes me that this rapid economic 
growth you mentioned would tend to build up a sentiment for 
greater private enterprise activities rather than a trend in 
the opposite direction, when the record of the Government in 
business has been so poor here. 

Mr. Territy. I believe, sir, that experience accounts for 
the statement I made earlier that the bloom is definitely 
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off socialism in Brazil. A Government officer stated the 
other day, “The worst enemy of socialism is socialization.” 


That is the case in Brazil. There is no strong sentiment for 
socialism. 

It is common knowledge that the Peron experiment into National 
Socialism in Argentina converted, in a 10-year period, a prosperous 
economy with an extremely favorable foreign exchange position into 
a condition of economic chaos approaching bankruptcy. The Argen- 
tine people face a period of turmoil and privation until they can re- 
build their economy and their political institutions on a basis of free 
representative government and free economic institutions, and estab- 
lish political and economic stability and prosperity. 

In Peru a controlled economy produced such economic chaos that 
the Peruvian Government employed Klein-Saks, a firm of economic 
consultants, to make a study. Their recommendations, which by and 
large recommended the removal of governmental controls and the 
establishment of free institutions, have gone far already to improve 
the economic health of Peru. 

Chile has emploved the same firm of consultants to assist in lifting 
it from its economic difficulties. 

In Chile the subcommittee was told by Ambassador Beaulac: 


Chile’s principal problem today is inflation. As an index 
to what inflation means here, when we came to Chile 2 years 
ago the dollar was worth less than 200 pesos. Today it is 
worth 670 in the free market. While that is not an impor- 
tant market, it does reflect the degree of inflation. Our 
problem down here—our effort—is to help Chile to improve 
the economic situation, using the devices we have available 
to us—point 4, the information program, and traditional 
diplomacy within the free democratic system I have described. 

he large copper mining companies—the most important 
element in Chile’s economy—furnish most of the foreign ex- 
change, for example, something like half of the foreign ex- 
change that the country earns. The Government has given 
to the country increasingly generous social-security provi- 
sions, retirement provisions, wage guaranties, and so forth, 
which have required additional expenditures by the Govern- 
ment. The tendency has been to get the additional funds 
needed to service these programs from the copper com- 
panies, and to a lesser degree, from the nitrate companies. 

One result which could be anticipated is that the copper 
industry in Chile has declined in importance, and Chile, from 
being the second most important copper-producing country 
in the world, has now become fourth. In absolute production 
she has kept her level, but she hasn’t increased as she should 
have in terms of the markets that exist for copper. The re- 
sult of that has been that the copper industry—and I give 
you that because it is the most important example—ceased 
for a long time to make important investments; and that 
tended to prevent Chile’s economy from having that dynamic 
character which it needs in order to progress. 

By improving or helping to improve the position of the 
copper industry, we could help to improve the overall situa- 
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tion in Chile and tend to accomplish both our principal ob- 
jectives at the same time. 

Conversely, by helping to improve the general atmosphere 
for investments and the general attitude of the Government 
toward private initiative, we could tend to improve the atti- 
tude of the Government toward the copper industry; and 
our programs here, diplomatic program, point 4, and infor- 
mation program, have been directed squarely at trying to 
accomplish that double purpose. In order to do that, as a 
means of doing that, we try to have the coordination which 
seems possible in the situation. For example, every 2 weeks 
we have a meeting here of economic people, point 4 people, 
and our information people. 

During these meetings we exchange information—our 
labor reporting officer is included in those meetings, and I 
must say that labor forms an important part of this picture. 

So our effort is through the coordination we try to have, 
and we have not only these biweekly meetings but there is 
a very close coordination between Mt. Patterson, point 4 
Director, and Mr. Harkness, the Information Director, and 
myself; and between those persons and Mr. Rosenson, for 
example, the head of our Economic Section. Through all 
these men we try to cooperate in order to bring about those 
objectives. 





Uruguay, with a long history of political stability and free elections 
along democratic lines, nevertheless is perhaps the most socialistic of 
all Latin American governments. The situation in Uruguay is briefly 
described in the following passage from the subcommittee’s record of 
testimony taken at Montevideo: 


Mr. Meaprer. Ambassador McIntosh, I was interested in 
the industrial activities of the Government. Does the Gov- 
ernment itself operate all utilities such as power, communica- 
tions, railroads? 

Ambassador McIntrosn. The Government of Uruguay op- 
erates all the utilities except the gas. For some reason they 
have left the English gas company undisturbed by the Gov- 
ernment operations, but the Government operates the electric 
power, telephones, railways, and all other utilities. In addi- 
tion, the Government has a monopoly in the oil-refining field. 
They are building a cement factory. They have an insurance 
monopoly—no private insurance companies are permitted to 
operate here. 

Mr. Meaper. Banking? 

Ambassador McInrosu. No; private banks are allowed to 
operate, but the Government bank competes with them, since 
it is both a bank of issue and a commercial bank. In general, 
the Government of Uruguay treats foreign investments very 
fairly, and the foreign companies operating here are treated 
just the same as Uruguayan companies. There is no discrim- 
ination against them. 

Mr. Meaper. I understand the Government also has a 
monopoly on meat for the city of Montevideo. Is that true? 

Ambassador McInrosu. Thanks. I omitted to mention 
that one Government operation, which is one of their biggest 
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That is called frigorifico nacional. It means “packing plant 
national.” That Government packing plant has a monopoly 
to supply meat to the city of Montevideo, which is about 
one-t of the population of Uruguay. In the other parts 
of the country there are local packing plants which take care 
of the public’s needs for meat, so that the American frigo- 
rificos and the one English frigorifico are confined to export. 
Just now the Government is trying to pass a measure permit- 
ting the foreign frigorifico companies to supply at least 
mutton to the Uruguayan public. Our biggest economic 
problem in the Embassy has been the situation with the 
American packing plants, Armour and Swift. They have 
been established here for a number of years and have operated 
with a reasonable profit until the last few years. During the 
past 3 or 4 years their situation has become increasingly diffi- 
cult, due largely to the fact that there are not enough cattle 
available for both export and domestic needs. 

Mr. Meaper. Are these industria! operations successful— 
the Government’s industrial operations—or do they lose 
money? 

Mr. McInrosu. Unfortunately, nearly all the Government 
operations lose money continuously. The railways are very 
unprofitable and show heavy, continuous losses, and that is 
also true of the frigorifico nacional. So Government owner- 
ship, in my opinion, is becoming less popular here than it was. 

Mr. Meaper. Is there any sentiment for divesting the 
Government of some of these activities? 

Ambassador McInrosu. Yes. 


We must bear in mind that the stability of the economies and the 
governments of other countries is primarily the problem of the people 
who live in them and not ours. Our role must be a very minor one 
of assisting their efforts to achieve those goals where our assistance is 
requested. 

fforts on the part of our officials to dictate policies, to persuade 
officials of other countries to accept our ideas, or to tell them how 
they should run their business achieve only resentment and hostility. 

Very often the basic problems confronting a country are bound up 
in internal politics. For example, many Latin American countries 
are attempting to develop an oil industry through government-owned 
monopolies. Testimony taken by the subcommittee is convinci 
that this socialistic method of developing oil reserves is unsuccessful. 
Tremendous amounts of capital for drilling, pipelines, refineries, and 
so forth are required. They are not available, however, to govern- 
ments whose fiscal condition is precarious. 

But it would be politically unpopular for an elected official of such 
countries to advocate that privately owned oil companies be invited 
to engage on a fair basis in the development of oil reserves: ‘The oil 
is ours” is the slogan, and anything other than government develop- 
ment of oil reserves is immediately attacked as a “sellout.” That 
line, while not originating with Communist and Marxist elements, is 
effectively exploited by them, 
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Venezuela, of course, is the outstanding example of a Latin Ameri- 
can country which has created a climate favorable to the development 
of oil reserves through private capital. Its flourishing economy 
probably has done—and will do—more to induce a different attitude 
throughout Latin America toward developing their oil businesses 
with private capital than anything the United States Government 
might do by way of propaganda or persuasion. 

Brazil is thought to have substantial oil reserves which, if proven, 
will be adequate for its domestic needs for some time to come. Never- 
theless, because of the inability of the Brazilian monopoly, Petrobas, 
to produce the petroleum products Brazil needs, that nation is re- 
quired to drain off one-quarter billion dollars annually of scarce 
foreign exchange for the importation of petroleum products. That 
contributes to inflationary forces which are affecting Brazil’s economy. 
The situation is similar in Argentina. 

Bolivia recently passed a law permitting development of its oil 
reserves through private capital. That should help relieve the des- 
perate condition of the Bolivian economy as soon as outside capital 
begins to flow into Bolivia for the development of the petroleum 
industry. 

Our foreign-policy objectives will be more effectively and economi- 
cally carried out when clearer lines of command and more integrated 
organizational structures are established; when procedures are stream- 
lined; and when all our agencies overseas, clearly understanding the 
purposes and goals of our foreign policy under the guidance of the 
President’s representative—the Ambassador—work together as a 
team to promote the creation of free political and economic institu- 
tions in the countries we seek to help. 
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Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 15th intermediate report of 
its Subcommittee on Executive and Legislative Reorganization. 


Wituram L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


FIFTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On April 18, 1956, the Committee on Government Operations 
had before it for consideration the report on the Commission on 
Organization of the Executive Branch of the Government (Food and 
Clothing Report and Depot Utilization Report). 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report 
of the full committee. The chairman was directed to transmit a 
copy to the Speaker of the House. 


INTRODUCTION 


The Commission on Organization of the Executive Branch of the 
Government (Hoover Commission) transmitted its report on food and 
clothing in the Government to the Congress on April 25,1955 On the 
same day the report was referred by the Speaker of the House for con- 
sideration to the Committee on Government Operations. The Com- 
mission’s report on depot utilization was received in the House of 
Representatives on May 26, 1955, and similarly referred by the 
Speaker to your committee on the same date.! Subsequently a task 
force report on food and clothing and a special task force or subcom- 


! The report on food and clothing has been ited as H. Doc, 146, 84th Cong. The report on depot 
utilization has been printed as H. Doc. 170, 84th Cong. 7 
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mittee report on depot utilization were received and referred to your 
committee for consideration with the Commission’s reports. 

Because of the interrelated nature of these documents your com- 
mittee has considered these reports together. In addition to a study 
of reports and documents and related material the Subcommittee on 
Executive and Legislative Reorganization held public hearings on the 
reports on food and clothing on May 5, 10, 11, 12, and 13. In the 
course of these studies and hearings considerable attention was devoted 
to the major allegations in the Hoover Commission’s reports concern- 
ing basic organizational deficiencies in the structure of the Depart- 
ment of Defense supply system. 


Partl. Tar Hoover Commisston Report on Foop anp CLOTHING 








The Hoover Commission Report on Food and Clothing is a docu- 
ment of more than 70 pages. Of this total only about 4% pages near 
the end of the report are devoted to the problem of civilian subsist- 
ence (pp. 59-63).* Almost the entire report concerns the Department 
of Defense. The Hoover Report on Food and Clothing is a report on 
the administration of supply functions in the Department of Defense. 
But of equal or greater significance, the report is an indictment of the 
present-day leadership of the Department of Defense for not carrying 
out the intent of Congress to unify the supply systems of the three 
military departments in the Department of Defense. 

Three of the four recommendations in the report on food and 
clothing concern the organization and administration of supply 
functions in the Department of Defense and the need for effective 
unification. These recommendations are: 


Recommendation No. 1 


1. That the Seeretary of Defense designate some central agency, to— 

(a) make food purchases for the services upon their stated requirements 
subject to check by the Secretary of Defense; 

(6) make all food purchases on the basis of “notice of intent to purchase 
and negotiated contracts” as is now done in connection with perishable food 
subject to periodic examination and report by the Comptroller General; 

(ce) establish and maintain central inventory records; 

(d) consolidate and have charge of all warehouses or food depots, both 
dry and refrigerated; 

(e) be responsible for supplying food to bases of all services as the services 
may designate; 

(f) undertake all inspection except that made by the services upon receipt 
of supplies at the bases; 

(g) establish a uniform ration for all services with exceptions for special 
services and climates; 

(hk) set up master menus with the cooperation of the services; 

(¢) improve further the service facilities at the mess level; 

(j) establish systematic training for sueh service at the mess level. 

2. That personnel administering the activities of this central agency be properly 
qualified or trained for such service; and that the military personnel be required 
to serve continuously over considerable periods and be given rank and promotion 
comparable to that in the combat military services. 

3. That direetives of the Secretary of Defense in this field be enforeed by 
Govtnery action if necessary (Hoover Commission Report on Food and Cloth- 
ing, p. 34). 


3 Densremansetten No. 4concerns procurement and distribution of food and common-use items for civilian 
agencies. 
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Recommendation No, 2 
1. That the Secretary of Defense designate some central agency to— 


(a) make ali clothing purchases for the armed services upon their stated 
requirements, subject to check by the Secretary of Defense; 

(b) make all purchases of clothing on the basis ‘‘of notice of intent to 
purchase and negotiated contract” subject to periodic examination and 
report by the Comptroller General; 

(c) establish and maintain central inventory records; 

(d) consolidate and have charge of all warehouses and depots for the 
storage of clothing; 

(e) be responsible for supplying all clothing to such bases of the armed 
services as the services may designate; 

(f) undertake all inspection except that made by the armed services upon 
receipt of supplies at the bases; 

(g) standardize clothing to the extent practicable; 

(A) standardize the allowance for clothing; 

(7) direct all research into improved materials and methods in cooperation 
with representatives of the armed services; and 

(j) devise a system of training for personnel in clothing supply. 


2. That personnel administering the activities of this central agency be properly 
qualified or trained for such service; and that the military personnel be required 
to serve continuously over considerable periods and be given rank and promotion 
comparable to that in the combat military services. 

3. That directives of the Secretary of Defense in this field be enforced by 
disciplinary action if necessary (Hoover Commission Report on Food and Clothing, 
p. 55). 

Recommendation No, 3 

That the officials, to whom authority over the supplying of food and clothing 

is given, consider the recommendations of our task force concerning financial 


controls over the supply of food and clothing (Hoover Commission Report on 
Food and Clothing, p. 58). 


The Commission report on food and clothing did not elaborate on 
the nature of the central supply agency recommended by the Depart- 
ment of Defense. The et on food and clothing, and particularly 


the task force report on which it was based, adduced strong evidence 
not only of absence of unification but even of steps away from unifi- 
cation for 2 years. The recommendations in the report on food and 
clothing may be interpreted as urging single-service procurement 
instead of cross-servicing or multiple procurement by more than 
one service. However, the Commission’s later report on business 
organization of the Department of Defense clarifies the fact that 
the Commission feels that more than single-service procurement 
assignment is intended by its recommendations in the report on food 
and clothing. Exhibit 9 (p. 44) in the Commission report on business 
organization of the Department of Defense shows that the alterna- 
tive of an integrated supply system through purchasing and distribu- 
tion by one service (single-service assignment) was considered and 
rejected. Instead the Commission in that later report recommends 
a separate agency for these supply functions in the Department of 
Defense. The name of this agency would be the “Defense Supply 
and Service Administration.” The pertinent recommendations (Nos. 
8,9, and 10) are as follows: 


Recommendation No. 8 


Congress should enact legislation establishing a separate civilian-managed 
agency, reporting to the Secretary of Defense, to administer common supply 
and service activities, 
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Recommendation No. 9 

The legislation establishing the separate supply and service agency should 
specify criteria which will assure a strict supporting role for the agency. 
Recommendation No. 10 

The separate agency should be named the “Defense Supply and Service 
Administration,’’ and its Administrator should be a Presidential appointee. 
Initially, the agency should manage selected items of common supply. and 
operate general and specialized hospitals. (Hoover Commission Report on 
Business Organization of the Department of Defense, pp. 45, 46, 50.) 

Your committee is not at this time passing on the desirability of 
the specific type of supply agency organization in the Department of 
Defense. At this point your committee has not had sufficient facts 
brought before it to justify going as far as is recommended in the 
Commission’s report on the business organization of the Department 
of Defense. Attention has been focused on the lack of unification 
and absence of effective civilian leadership alleged in the Hoover 
report on food and clothing and the general desirability of remedying 
these defects. In this connection your committee has also been 
particularly concerned with the allegations in the Hoover report. to 
the effect that the oft-reiterated mandate of Congress for further 
unification of supply services has not been followed. 


A. THE IMPORTANCE OF LEGISLATIVE OVERSIGHT: DEPARTMENT OF 
DEFENSE ACTIONS SINCE COMMITTEE HEARINGS AND STUDIES 


Failure to achieve unified management and instances of waste are 
problems of long standing in the Department of Defense. For years 
the various military services and their respective military personnel 


have zealously guarded their prerogatives. Civilian Secretaries 
have come and gone but fully effective civilian leadership and control 
has never been installed in the Military Establishment. That this 
is so is due to the fact that the military services have been only 
slightly less effective in preserving their separate bureaucratic domains 
than they have been in preserving and defending the freedom of the 
United States and the free world. 

In this situation the Congress by statute has tried to bolster the 
constitutional position of the President and his civilian Secretaries 
in the Military Establishment. The Hoover Commission Report on 
Food and Clothing as well as the report of its task force on the same 
subject, directed the attention of the Congress, and in turn your com- 
mittee, to the failure on the part of top Department of Defense 
officials to exercise the legal authority granted to unify supply manage- 
ment in the three armed services. Your committee is pleased to report 
that recent actions taken by the Department of Defense are an indica- 
tion of the value of legislative oversight in seeing to it that the laws 
enacted by the Congress are actually placed into operation. 

The Hoover Commission report emphasized recent congressional 
intent to establish a unified supply management system. The Com- 
mission stated in its Report on Food and Clothing: 

These pee are under continued investigation by the appropriate com- 
mittees of the Congress. The information gathered by ese committees and the 


= of their studies have been of great es to the Commission in its work 
(Hoover Commission Report on Food and Clothing, p. 4). 
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The Hoover Commission Report on Food and Clothing and the 
supporting task force report clarify a number of important matters. 
The first is that the National Security Act of 1947 did not establish a 
truly unified organization under the direction and control of the 
Secretary of Defense. As the Commission states: 

Originally Congress provided that much of the Secretary’s power over procure- 
ment and supply management was to be exercised by him through a munitions 
board (Hoover Commission Report on Food and Clothing, p. 2). 

The Task Force Report on Food and Clothing discusses the actions 
by the Congress, including your committee, to bring about more unified 
supply management in the Department of Defense after the enact- 
ment of the National Security Act of 1947 (Task Force Report on 
Food and Clothing, pp. 84-87). The task force points out that before 
section 638 of the Defense Appropriation Act of 1953 was enacted 
in 1952,° Representative Bonner (formerly of your committee) intro- 
duced a bill to transfer the functions of the munitions board to an 
Under Secretary of Defense for Supply Management. Senator 
Saltonstall is quoted by the task force report as stating in 1952: 

When the unification bill was passed in 1947, the amendment which the Sena- 
tor is now proposing was considered. It was one of those steps which the com- 
mittee felt it did not want to take at that time. It felt it should not go that far 
in concentrating so much power in the Secretary of Defense. That was one of 
the problems which Secretary Forrestal had confronting him. Times have 
changed and conditions have changed. Personally, I think there is considerable 
merit in what the Senator from Illinois is proposing * * * 

The task force points out that section 638 of the Defense Appro- 
priation Act of 1953 (O’Mahoney amendment) was adopted in 1952 
following this debate in order to strengthen the hand of the Secre- 
tary of Defense. On November 17, 1952, Department of Defense 
Directive 4000.8 was issued as it states “in accordance with the pro- 
visions of section 638 of the Department of Defense Appropriations 
Act, 1953’’ in order “to achieve * * * an integrated supply sys- 
tem * * *” A final step was taken by Reorganization Plan No. 6 
which, as the Hoover Commission Report on Food and Clothing in- 
dicates (p. 3), transferred to the Secretary of Defense the powers of 
the Munitions Board. Plan No. 6 also transferred to the Secretary 
the functions of the Research and Development Board, the Defense 
Supply Management Agency, and the Director of Installations. 
These agencies and positions were abolished by Plan No. 6. 

The Task Force Report on Food and Clothing refers to the hearings 
held by your committee in 1953 to ascertain the steps taken by the 
Department of Defense to improve military supply management 
since the enactment of the O’Mahoney amendment (Task Force 
Report on Food and Clothing, pp. 86-87). Your committee at that 
time found “a slight degree of progress,’ “regulations and direc- 
tives * * * well-conceived,” and ‘inordinate slowness” in improving 
supply management. Your committee— 

* * * hoped that a bold philosophy of the administration’s Assistant Secretaries 
of Defense can provide an enlightened and businesslike guidance to assure the 


Nation that it is getting maximum military security with a minimum of waste 
due to poor management. 


4 See p. 18 infra. 
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But the Task Force on Food and Clothing of the Hoover Commis- 
sion found as follows: 

The subcommittee’s “hope” did not, however, materialize for despite the intent 
of Congress and in fact the actual law of the land, as expressed in the 0’ Mahoney 
rider, the Assistant Secretary for Supply and Logistics, in complete disregard of 
Department of Defense Directive 4000.8 that was issued in accordance with the 
requirements of the law, published a policy statement on November 13, 1953 
* * * (Task Force Report on Food and Clothing, p. 87). [Italics supplied.] 

The task force report went on to quote from the policy directive 
of November 13, 1953, issued by the then Assistant Secretary of 
Defense and now Secretary of the Navy Charles S. Thomas. The 
Thomas memorandum of November 13, 1953, marks a definite step 
backward in the protracted struggle for unification of supply man- 
agement. This initial step was followed by others, and it took 2 
years, the Hoover Commission studies, and your committee’s in- 
vestigations to reverse the trend and again set the Department of 
Defense on the road to unified supply management. 

The story of how Secretary Wilson and his aides undertook to 
set aside the beginning steps toward a unified supply management 
system came to light as a result of your committee’s study of the 
findings and allegations in the Hoover Commission reports. The 
record indicates that while Secretary Wilson and his aides were pur- 
suing one course of action they have steadfastly maintained that they 
have been pursuing another. If a public official does not accept 
responsibility for his actions it becomes imperative that such respons- 
ibility be fixed. ‘This is what your committee has tried to do in the 
course of examining into whether the laws are being properly and 
efficiently administered. 

Your committee’s studies began in April 1955. Hearings were 
held in May 1955 and studies have continued to date. In the hearings 
before your committee the attitude of various Members of Congress 
was made clear to the effect that the congressional mandate embodied 
in the O’Mahoney amendment and followed by DOD Directive 
4000.8 was not being reflected in the administration of the Department 
of Defense. In fact there was sufficient evidence during the hearings 
(borne out by later documentary evidence obtained from the Depart- 
ment of Defense) that the Thomas memorandum and its attendant 
actions were vitiating the effect of DOD Directive 4000.8 and the 
O’Mahoney amendment. 

Starting last November the work of your committee began to bear 
fruit. The Department of Defense appeared to stop its course of 
action away from unified supply management by issuing DOD Direc- 
tive 5160.11, establishing a single manager commodity assignment for 
subsistence. This directive was issued on November 4, 1955. It was 
not self-executing. Several important actions remained to be taken. 
The “single manager’’—the Secretary of the Army—first had to “de- 
velop and coordinate” “regulations, procedures, and agreements” with 
the military services within 90 days. Then the arrangements had to 
be approved by the Assistant Secretary of Defense (Supply and Logis- 
tics). Itis understood that action along these lines has Sak progress- 
ing within the Department of Defense. 

At the time DOD Directive 5160.11 was issued your committee 
had it analyzed. The analysis yielded signs of possible shortcomings 
which were listed as follows: The directive creates a more unified 
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approach to subsistence management at the overall level. Built 
into the directive is a definite dividing point below which the authority 
of the single manager—the Secretary of the Army—will not extend. 
In effect it adds to the present Army functions of central procurement 
for the Army and Air Force the task of procurement for the Navy. 
There is no final authority placed in the single manager to eliminate 
certain abuses and deficiencies in the subsistence supply system which 
came to light during your committee’s investigations. For example, 
the single manager would not. have the authority to direct consumption 
of special mobilization stocks for rotation purposes without the con- 
currence of the military services (DOD Directive 5160.11, see. [V—V). 
Thus there would be leeway for a repetition of the accumulation of 
a mountainous supply of canned hamburgers of the kind previously 
accumulated. Similarly there is no provision for effective installation 
of uniform bases for determming subsistence requirements in the 
military services nor for intelligent utilization by each service once 
the procurement has been done by the single manager and the supplies 
turned over to the military services. By and large the single manager, 
under DOD Directive 5160.11, is a procurement agent and a whole- 
sale distributor at the regional or area level. 

These shortcomings along with some of the preliminary findings of 
your committee were prematurely released without authority from 
your committee. They were publicized on January 22 and 23, 1956, 
by the press, radio, and television, and undoubtedly came into pos- 
session of the Department of Defense. There has ensued a series of 
actions by Secretary Wilson in the field of supply management adopt- 
ing the principle of the “single manager’. 

Your committee has some doubts about the bases for the latest 
parceling out of so-called single-manager assignments among the 
services. Secretary Pike announced at Secretary Wilson’s press con- 
ference of February 1, 1956, that the Navy would be the single man- 
ager for medical supplies, although under the Alameda test and the 
Defense study the Army was given the task on this area of sup- 
ply. There is great danger from a possible “cutting up of the pie’”’ 
instead of assignment on the most effective basis. Nevertheless re- 
cent moves seem to be aimed in the direction of more unified supply 
management and your committee intends to study them in this frame- 
work. 

The discussion at the press conference of February 1, 1956, covered 
in part Department of Defense Directive 5160.12, Subject: Policies 
for Implementation of Single-Manager Assignments and issued on 
January 1, 1956. This directive substantially modifies Department 
of Defense Directive 5160.11 issued less than 3 months before. De- 
partment of Defense Directive 5160.12, however, carries no reference 
to Department of Defense Directive 5160.11 while it does carry ref- 
erences to the National Security Act of 1947, section 638, Department 
of Defense Appropriations Act, 1953, and Department of Defense 
Directive 4000.8, November 17, 1952. 

DOD Directive 5160.12 tightens up the organization provided for 
subsistence under DOD Directive 5160.11. It provides an executive 
director to manage the operating agency in addition to the single 


manager, It appears to substitute an administrative committee to 


assist the executive director in lieu of a subsistence advisory group 
which 5160.11 had created to “coordinate” operating problems. 
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DOD Directive 5160.12 is written in terms of an actual “operating 
agency’—a term which does not appear in 5160.11. This seems to 
move in the direction of an operating Ke erg as compared with a 
coordinating agency. Most important DOD Directive 5160.12 (secs. 
III-D-4, 5, 6) appears to contemplate activity by the single manager 
to insure intelligent supply management at the retail level—an element 
which is missing from DOD Directive 5160.11. 

Obviously DOD Directive 5160.11 has been amended by DOD 
Directive 5160.12. But the Department of Defense seems to be 
unwilling to accept responsibility for retracing its steps—albeit this 
time in what appears to be the direction intended by the law of the 
land. As in the case of the prior set-aside of DOD Directive 4000.8 
by the Thomas memorandum of November 13, 1953, there was no 
acknowledgment of the changes made by one directive in another, 
only 3 months apart. This is a regrettable tendency in administra- 
tion which does not encourage confidence in executive administration, 
especially when viewed against the totality of your committee’s 
findings in this report. 


B. ATTITUDE OF THE SECRETARY OF DEFENSE AND OTHER HIGH CIVILIAN 
DEFENSE OFFICIALS TOWARD THE HOOVER REPORT 


The Hoover report on food and clothing was released to the press 
and sent to the Congress on April 25, 1955. Quite naturally, a report 
which made so many serious allegations about the leadership of the 
Department of Defense and one which cited a large number of alleged 
instances of mismanagement received wide publicity in the press. 

Your committee, to which the report had been referred on April 25, 
1955, was disturbed by an incident which occurred on the day following 
the release of the report. Only 1 day later, on April 26, 1955, Secre- 
tary of Defense Charles Wilson held a press conference at which he 
and several of his top aides made comments concerning the report 
which indicated that they were more inclined to defend their actions 
and the status quo than to study the Hoover recommendations 
dispassionately and to make improvements where they seemed justi- 
fied. In later testimony before your committee, some of these same 
officials did not appear to be so thoroughly familiar with either the 
allegations in the Hoover report or the facts of administration in 
the Department of Defense as to furnish a sound basis for their 
immediate criticism of the Hoover report. 

At the press conference on April 26, 1955, Secretary Wilson hiniself 
characterized the contents of the report in part as follows: 


I think some of it is the tremendous trifle business I was talking about. 
Assistant Secretary of Defense Thomas P. Pike stated in part: 


The listing of atrocities, some of which are old, many of which are not factual, 
and many of which are misleading, I think, is an unfortunate thing from the 
standpoint of the public because they don’t get a whole balanced picture. They 
get just a selection of horrors or atrocities and they are liable to conclude that the 
whole Department was run that way. 


Secretary of the Navy Thomas appeared to make a blanket defense 
of the status quo when he stated in part: 


You have got in your services—since Mr. Wilson came in you have brought in 
the most competent men in industry to set up the most modern systems that 
there are in your services, and I can tell you as far as the Navy, and that is my 
job now, we have as modern supply systems as you can ever get any place. 
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In addition there were several comments made at the press confer- 
ence pointing to the fact that many prominent businessmen had been 
brought into the Department of Defense under Secretary Wilson. 
These men had allegedly made substantial improvements in the 
administration of the Department and the three military services. 
The comments are of particular interest because the Hoover report 
on food and clothing and other Hoover reports concerning the Depart- 
ment of Defense were themselves based almost entirely on studies 
and recommendations of task forces composed of prominent business- 
men, 

It is also pertinent to record at this pomt that both Secretary Pike 
and Secretary Thomas, in later testimony before your committee, 
made statements to the effect that business experience is useful only 
to a degree in matters of military administration. At the press 
conference, however, the highest officials of the Department of Defense 
defended their administration by pointing to the influx of officers 
and experts from private business and, in effect, listed the businessmen 
on their side as against those on the Hoover Commission task force. 
Nevertheless, in testimony before your committee, Assistant Secre- 
tary of Defense Thomas P. Pike stated that there were basic differences 
in military administration as compared with private industry so that 
the mere fact that a man comes from private business does not qualify 
him immediately to solve the problems of governmental administra- 
tion. Secretary Pike stated: 

* * * As stated previously we have looked to the Hoo-er Commission reports 
as additional guidance, recognizing that the task forces, too. are staffed by eminent 
and competent businessmen. However, in my own case, initially, coming fresh 
from the business field, we must realize full consideration must be given to the 
basie mission of the Department of Defense—the defense of our country in event 
of attack and winning the war if attacked. That must come first with us. 
There are problems inherent in the military which do not find their counterparts 
in industry * * *, 

* * * T think in order to keep the proper perspective and balance, and the basic 
mission of the Department of Defense, we must remember that we were in a 
period of conflict. Plans were being made and we did not know when the conflict 
was going to be terminated. That is always an element in the military business 
which you certainly don’t have in private industry so it is necessary to keep pro- 
curement in ordering ahead, so that you are in a position to equip the troops 
which still may be fighting an indeterminate period ahead * * * (hearings, 


Hoover Commission Report on Food and Clothing, 84th Cong., Ist sess., May 1955, 
p. 47). 


Along the same line Secretary of the Navy Thomas testified: 


Secretary Tuomas. I don’t think you will ever complete it entirely, because 
first of all, we are always having to prepare for military operations and you 
can’t run a warehousing system the same as you could a private business, where 
you have got a commercial operation. You don’t have to have reserve facilities. 
It isn’t the same operation at all, it really isn’t where you have to be prepared 
almost overnight to bring in several million men and have them supplied (hearings, 
Hoover Commission Report on Food and Clothing, 84th Cong., Ist sess., May 
1955, p. 126). 


Assistant Secretary of the Army Frank H. Higgins also gave testi- 
mony to the same effect: : 


The Cuarrman. What do you think of the differences between your experiences 
in civil life and your experiences in the military service? Is there such a difference? 
Mr. Hie@atns. I just made an address on Monday of this week at the Harvard 
Law School on this very subject. The background that I have presented in my 
prepared statement to you gentlemen, today, is the great difference. In industry, 
those of us charged with the top management of any corporation, would not live 
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on our job very long unless we controlled the inventory 100 percent: We knew 
what was in it, we knew how salable it was, we knew how many times a year we 
could turn it over, we knew what we could do with the unsalable part of that 
inventory. 

Now, the great difference | find in coming here, through the two wars, you have 
generated tremendous peaks of materiel in times of this kind that is unwanted. 
Much of it has become obsolescent. A greater part of it has become obsolete. 
You are faced here with separating the sheep from the goats before vou can really 
know and assess that inventory for its value. That is the great difference, I see. 

There is one other matter of relevance at this point. On April 26, 
1955, one day following the release of the Hoover Report on Food and 
Clothing, Secretary of Defense Wilson held the press conference at 
which he and some of his highest officials made comments which, if 
they were not so designed, nevertheless had the inevitable effect. of 
calling into question the approach and contents of the Hoover report. 
After due notice from your committee, hearings were started on May 5, 
1955. On May 10, 1955, at the morning session of the hearing Assist- 
ant Secretary of Defense Pike testified. The testimony of Secretary 
Pike showed quite clearly that the Department of Defense even at 
that time had not studied the report nor collected facts sufficient to 
enable them to evaluate the report. 

At the afternoon session of hearings on May 10, 1955, Secretary Pike 
introduced into the record an exchange of correspondence between 
Secretary of Defense Wilson and Chairman Hoover of the Commission 
on Organization (hearings, pp. 88-90). The letter from Seeretary 
Wilson to Mr. Hoover was dated May 9, 1955. It was extremely con- 
ciliatory and friendly in tone as compared with Secretary Wilson's 
comments at the press conference. The letter stated in part: 

We feel certain that a great many of the recommendations can be adopted and 

will be found to be very helpful. 
The letter then went on to describe a rather elaborate mechanism set 
up by Secretary Wilson to review each Hoover report. Mr. Hoover 
replied to Secretary Wilson’s letter on May 10, 1955, apparently in the 
morning of the very day of Secretary Pike’s introduction of the mate- 
rial into the record. Mr. Hoover’s brief letter acknowledged Secre- 
tary Wilson’s letter and welcomed his suggested cooperation. At the 
same time Mr. Hoover’s letter contained a reference to the “problems 
which the Department has inherited.” 

The timing of this correspondence suggests that Secretary Wilson 
and Mr. Hoover effected a hasty reconciliation in the face of your 
comimittee’s hearings. It is unfortunate, however, that an effort ap- 
pears to have been made to overlook inaction and even retrogression 
by the Department of Defense by alluding to an inheritance from 
previous administrations. As the Hoover Commission studies have 
shown and as your committee shows in this report Secretary Wilson 
and his aides are responsible for taking actions which indicated their 
lack of sympathy for across-the-board unification of supply manage- 
ment. 

Your committee concludes from the testimony of high Defense 
officials, themselves prominent in business, that there is a very definite 
limit to the transferability of know-how from private business to 
governmental administration. It is important for the Government 
to be able to draw on the experience of men from private industry. 
On the other hand, as the difference of opinion between the business- 
men on the Hoover task force and those in the Department of Defense 
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illustrates there is no panacea for the particular and special problems 
of Government administration to be derived from private business 


experience, nor indeed from specialized experience in other parts of 
the American economy. 


C. THE HOOVER COMMISSION AND TASK FORCE FINDINGS REGARDING 
THE ORGANIZATION AND MANAGEMENT OF SUPPLY FUNCTIONS IN 
THE DEPARTMENT OF DEFENSE 


The Hoover Commission’s statements regarding the organization 
of supply functions may be considered as falling roughly into three 
categories, First, the Hoover Commission finds that the Congress 
intended that there be a ‘“* * * unified procurement and supply 
management system for the armed services * * *’’, and that the 
Congress “‘* * * conferred on the Secretary of Defense all the power 
necessary to accomplish this aim’ (Hoover Commission Report on 
Food and Clothing, p. 4). Second, the Hoover Commission criticizes 
the present leadership of the Department of Defense by adopting 
the findings of its task force as follows: 4 

Our task foree states that there is little more semblance of unification in the 
supply of food and clothing than before the National Security Acts and the 
O’Mahoney rider were passed. It cites great waste, duplication, overlapping, 
and an unnecessary number of agencies concerned with food and clothing. It 


states that reforms can be accomplished with great savings and that our soldiers 
and sailors can be better served. * * * 


Third, the Commission cites instances of existing practices in the 
military services to substantiate the broader finding and conclusion 
that the objective of unification had been largely ignored for 2 years, 


and that with some exceptions each service bad been allowed to 
continue as in the past to go its own way in the supply-management 
field. In addition, due to the absence of uniform practices and the 
failure of top civilian and military leadership glaring instances of 
mismanagement are cited by the Commission and its task force. 

In this last connection much testimony before your committee was 
concerned with the management of supplies of certain canned foods in 
the Navy Department, particularly canned hamburger. The Hoover 
Commission report on food and clothing publicized its task force 
finding that naval supply depots had on hand a 60-year supply of 
eanned hamburger (p. 9). ‘Testimony and other factual material 
obtained showed that at the time of the study by the Hoover Com- 
mission task force the responsible officials in the Navy Department 
had no knowledge or effective policy concerning overage rations. 
As a matter of fact testimony brought out that in 1954, not only were 
there tremendously excessive stocks of old canned hamburger on hand 
but that there was in stock approximately the equivalent of 1 gallon 
of catsup for every pound of hamburger (hearings, p. 106). 

It may be that the particular catsup in question was not destined 
for use with the canned hamburger. But your committee could not 
help but be impressed with a series of facts which pointed to something 
very much less than intelligent supply management in the Navy 
Department. Your committee feels that certain facts which were 
elicited with great difficulty, and after protracted questioning, should 


‘In testimony before your committee, the Executive Director of the Commission explained that the Com- 
mission, in reiterating task force statements, adopts them as its own (hearings, p. 8). 
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have concerned the Secretary of the Navy deeply after the Hoover 
Commission task force began to bring them to light. In the opinion 
of your committee Secretary Thomas did not demonstrate that the 
disturbing findings of the task force and the Hoover Commission had 
moved him to undertake the corrective action required or to take steps 
to provide affirmative leadership for intelligent management to avoid 
similar occurrences. Nor was there any snvoa tion that in the absence 
of the Hoover investigations he would have undertaken to look into 
such matters. As a matter of fact your committee is at a loss to 
understand his attitude during the hearings. The Secretary, under 
persistent questioning by members of your committee, seemed more 
interested in defending the status quo than in showing his intention to 
cooperate in clearing up the supply situation under his jurisdiction 
in the Navy Department. Nowhere in his testimony did Secretary 
Thomas give any indication of any intention to do anything to bring 
about a unified supply management in the Department of Defense. 
He appeared instead to concentrate on discussing different statistics 
and avoided getting into the heart of the problem—his failure to take 
action to remedy the basic difficulties in supply management. 

For example, with regard to the stocking and issue of canned 
hamburger, Secretary Thomas explained that the monthly issue 
figure of 133 pounds furnished the Hoover task force was only the 
“replenishment issue.’ He stated the actual issue to be 14,520 
pounds per month after November 19, 1953 (hearings, p. 104). The 
Secretary’s figures are borne out by the record of actual monthly 
issues in 1953 and 1954. Certainly average monthly issues will vary 
depending on the period in which the average is struck. Nevertheless, 
even accepting the Secretary’s figures, the basic and important facts 
remain the same. Up until the study made by the task force the 
Navy kept no record of some 275 basic food items by date of pack. 
Such an inventory was initiated by the Navy only after the task 
force study, i. e., in 1955. Moreover, even had the Navy had date- 
of-pack inventory it had no system of forced issue, as had the Army, 
to insure that older stocks were rotated. In 1953 the Navy “en- 
couraged” its commanding officers to issue some of these “special” 
items. But the method of encouragement was not successful. Finally 
in 1955 a limited system of forced issue was put into effect—again 
after the findings made in the course of the task force study (testimony 
of Admiral Arnold, hearings, pp. 31-33). Your committee can only 
conclude that the civilian and military leadership of the Department 
of Defense and the Navy Department had only halfheartedly installed 
peeceenens improvements which still fell far short of the objective of 

ringing about basic and uniform improvements in the sup : system 
of the Department of Defense. According to information pecanent y 
furnished to your committee the Navy has only belatedly come to 
realize the desirability of distinguishing between those food items 
which are under 2 years of age and those which are older. 

The failure of the top civilian officials of the Department of Defense 
to use the authority granted to them by the Congress is a matter of 
deepest concern to the people of this country and to the Congress. 
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1. The Thomas directive of November 13, 1953 


On November 17, 1952, Acting Secretary of Defense William C. 
Foster issued a revised Department of Defense Directive No. 4000.8 
entitled ““Basic Regulations for the Military Supply System.” Para- 
graph III-C-5, dealing with the immediate situation, stated: 

Each category of common-use standard stock items will be procured, ware- 


housed, and distributed by not more than one agency within each military service 
(Army, Navy, Marine Corps, and Air Force). 


Then in ph III-C-7 the directive explicitly states the direction 
in which further efforts should be concentrated: 

Integrated supply support for common-use standard-stock items will be de- 
veloped. In areas within the United States and overseas, supply support will 
be accomplished by single service assignment in which one department will 
support all others, or by cross servicing in such areas in which supply support 
will be obtained by one department from the nearest or most economical source 
without regard to which department controls such source, unless it can be dem- 
onstrated that such support will adversely affect military operations or will not 
result in net advantages to the Department of Defense as a whole. 


In the face of this forward move, on November 13, 1953, Assistant 
Secretary of Defense Charles S. Thomas (now Secretary of the Navy 
Thomas) issued a directive which, while not rescinding No. 4000.8 
directly, certainly completely erased its effect. Secretary Thomas’ 
directive of November 13, 1953, pointedly referred to paragraph 
III-C-7 of No. 4000.8. In introducing its quotation of that para- 
graph, the November 13 directive reads: 


Of particular pertinency, paragraph III—-C—7 of the directive states: 
After quoting No. 4000.8, Secretary Thomas’ directive states: 


The experience of the military departments indicates that in order to reduce 
supply problems to manageable proportion, emphasis at this time would be more 
advantageously directed toward greater efficiency within individual departmental 
supply systems and supply management functions, development of fiscal proce- 
dural means for effective and economical cross servicing among the military 
services, and the closest practicable coordination of departmental supply systems. 
Future supply studies will not be confined to a review and analysis of a category 
of materiel, but will be directed toward the accomplishment of the foregoing 
principles on the basis of placing first things first. In addition, in line with the 
policy of this office to remain out of operations, the responsibility for conducting 
studies as they are required will be delegated to the military departments. Since 
the directive setting up the supply studies is not in conformity with this approach 
it is accordingly being carer 


This action was certainly not in consonance with the clear intent 
of the Congress in vesting full authority in the Secretary of Defense 
in successive legislative actions including the O’Mahoney amendment 
to the Defense Appropriation Act of 1953 (enacted in 1952). Yet 
the Department of Defense has steadfastly maintained that the intent 
and effect of directive No. 4000.8 were not canceled by Secretary 
Thomas’ directive of November 13, 1953. Assistant Secretary of 
Defense Pike stated in testimony before your committee that the 
Thomas directive is not in conflict with No. 4000.8 (hearings, p. 83). 


The text of the O"Mahonay amendment is as follows: 


“Sec. 638. (a) Notwith: ing any other provision of law and for the purpose of achieving an efficient, 
economical and practical operation of an integrated supply system dedaned to meet the needs of the military 
departments without ons or overlapping of either operations or functions, no officer or —— in or 
under the Department of Defense, after the effective date of this , Shall obligate any funds for procure- 
ment, production, distribution of su or equipment or related supply management 
functions except in accordance with regulations by the of 
“(b) ‘This section shall be effective sixty days after the approval of this Act.” 
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But both he and Secretary Thomas testified that it was preferable to 
concentrate on improvement within each service rather than on 
integration within the Department of Defense. Secretary Thomas 
testified: 

I think it would be the most costly thing you could do to centralize your com- 
mon us? items (hearings, p. 109). 

Later on Secretary Thomas, after persistent questioning, gave his 
definition of an integrated supply system: 

If you have two activities and they each have a demand for a certaia number o | 
items and they stock those for their own use, and then if they do not have any 
overages or shortages they can cross service between the two of them and that is 
a completely integrated supply system (hearings, p. 210). 

Finally the Department of Defense informed your committee in a 
subsequent communication: 

It is our opinion that the memorandum of November 13, 1953, did not rescind 
or alter Department of Defense Directive 4000.8, November 17, 1952, in whole or 
in part, but established a method of approach in achieving an integrated supply 
system, the basic objective of the directive, 

It seems obvious to your committee that Department of Defense 
Directive 4000.8 had been rescinded in fact, if not as a legal matter. 

The testimony of top Defense officials shows quite clearly that, 
before your committee’s hearings, they had no intention of pro- 
ceeding with the early establishment of a truly integrated supply 
system for the Department of Defense as directed by the Congress. 
The evidence presented to your committee also shows that both in 
his former position as Assistant Secretary of Defense and in his 
present position, the Secretary of the Navy has condoned and even 
supported a separatist movement by the Navy Department with at 
least the tacit approval of the Secretary of Defense. 


2. The case of the elusive naval supply depot at New Orleans 

The task force report (p. 70) discusses a 1953 agreement between 
the Army and Navy for cross servicing of activities. It cites the 
violation of this agreement and of paragraph III-C-7 of DOD 
Directive 4000.8 in March 1954 by the Navy Department through the 
creation of a “‘primary distribution point’’ at the naval station, New 
Orleans, to service six naval installations in the Southeast and South- 
west. When confronted with this fact by yourcommittee, Assistant 
Secretary of Defense Pike stated that he had taken up the matter 
with the Department of the Navy and had received information that 
the naval supply depot at New Orleans had been disestablished in 
1946. He stated categorically: “It has not been reestablished.” 
He went on to say that the New Orleans Naval Station “* * * has 
been supporting Dallas to some extent’ (hearings, p. 58). Later 
in the testimony before your committee Secretary Pike was referred 
to the fact that New Orleans had been listed as a ‘“‘naval supply 
depot” by the Navy Department in its inventory prepared for the 
task force. He acknowledged that either he had been misinformed 
as to the existence of a supply function at New Orleans, or the Navy 
Department had ricchaboonane the task force (hearings, p. 66). 

Secretary of the Navy Thomas was also questioned about the 
existence of a naval supply depot at New Orleans. He maintained 
several times categorically and steadfastly that the depot -had been 
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closed in 1946 and that the station served only itself, with the ible 
exception of some ships. At one point Secretary Thomas stated: 


I KI you will find they did close the naval supply depot there in 1946 (hearings, 
p. 107). 


Again he stated: 

They did close the naval supply depot (hearings, p. 108). 
Shortly thereafter he reiterated as a fact: 

You can say the naval depot has been closed (hearings, p. 110). 


Continuing his testimony on the following day, Secretary Thomas 
stated: 
The naval supply depot was closed, I am informed, in 1946. The supply depot, 
and as I said yesterday, the supply depot serves a lot of different stations in an 
area, and the station serves only itself (hearings, p. 114). 
Secretary Thomas then called on Admiral Arnold “to speak to the 
detail of it.” Admiral Arnold siated frankly: 


* * * But I think the task force in listing them correctly called them depots for 
the purpose of its report because actually the naval station in New Orleans, for 
the purpose of our consideration here with regard to subsistence, is a depot. It is 
just called a different name (hearings, p. 117), 

Your committee believes, as one member of your committee put it, 
“That is the same as the difference between going down to the B. & O. 
station or the B. & O. depot to catch the same train to Chicago.” 
Perhaps the top officials did not receive enough information at first 
to completely understand the situation and so inadvertently misin- 
formed your committee in the first instance. But there would appear 
to be something seriously lacking in the top management of the 


Defense ge rage oe when, after persistent questioning and a specific 


indication that your committee intended to get to the bottom of the 
situation, responsible civilian officials persist in conclusions absolutely 
contrary to facts. Such action can undermine the very basis of 
responsible government for it casts doubt on the reliability of informa- 
tion given to the Congress in the discharge of its constitutional 
functions. 


8. The uniform ration legislation and use of a master menu 


The task force report points out that the Army operates under a 
ration law and Executive orders which hem flexibility. It permits 
the fixing of rations on a monetary basis determined by the cost index 
of certain components prescribed in the Executive orders. The Nav 
ration law, on the other hand, incorporates a rigid system of a quanti- 
tative allowance of specified food items. In World War II the Navy 
found it necessary to request suspension of its ration law. 

At least since 1953 the Department of Defense has been trying to 
get agreement on a uniform ration law. Apparently because of the 
obstinacy of the Navy Department it first submitted proposed legis- 
lation based on the Navy concept. This was rejected by the Bureau 
of the Budget which suggested in its place a system based substantially 
on that used by the Army. As the Army pointed out, the use of the 
Navy system would have resulted in an unwarranted 25 percent in- 
crease in cost. 

At the time of the hearing before your committee there was still 
ho agreement on a uniform ration law. It seems apparent from the 
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testimony before your committee that the Navy position of intran- 
sigence regarding a uniform ration law is due to the fact that the 


present Navy ration law _— the Navy an unassailable position 
on which to base its own independent messing activities. As Admiral 


Arnold testified: 


I think it might be said that it gives us a preferred position in that we could do it 
if we wanted to (hearings, p. 229). 

At this point Secretary Thomas volunteered to explain among other 
things that: 


As your food is the No. 1 factor, we are trying very hard to give good messes. 
He also stated: 


* * * T did not mean to give the impression that we had a favorable position, 
because I do not know what that of the Army and Air Force is (hearings, p. 229). 

Your committee cannot escape the conclusion that Admiral Arnold 
correctly portrayed the situation. 

As the task force points out, the Army, Air Force, and Marine 
Corps use a master menu system, i. e., meals are preplanned. This 
facilitates planned procurement of the ingredients. The Navy plans 
meals at the local installation level, independent of any centralized 
plan. The task force, in its report, points to the value of the master 
menu concept. It states that some freedom to alter the master menu 
at the local level is necessary because of varied and changing condi- 
tions. The task force criticizes the indiscriminate freedom of change 
at the local level by the Army and Air Force (task force report, 
pp. 32-33). In testimony before your committee the Navy Depart- 
ment opposed the use of the master menu concept although repre- 
sentatives of the Marine Corps find it satisfactory and do use it 
(hearings, p. 312). Major General Anderson, Quartermaster General 
of the Marine Corps, could cite no reason why any other branch of 
the service could not use the master menu (hearings, p. 312). In fact, 
General Anderson stated that the master menu is useful in cutting 
down on excess supplies. 

In response to subsequent inquiries by your committee the Navy 
Department has maintained that the concept of the master menu 
is not applicable in the case of the Navy. In the first place, the 
Navy sets up a spurious condition that the master menu must be 
“inviolate” in order to cut out abuses of freedom of choice at the 
local level. Your committee does not find anywhere any advocacy 
for an “inviolate’’ master menu. The task force does recommend 
that the master menu be’ mandatory without deviation for all cen- 
trally procured iterns. Whether or not this is practicable it seems 
clear to your committee that the Navy is drawing an extreme picture. 
Your committee believes that serious consideration should be given 
to the use of a master menu by the Navy. Too much of the Navy’s 
approach to supply management is predicated on “encouragement”’ 
of local Sileutaaark in the supply area. 

The Department of Defense has given your committee a number of 
reasons why the master menu would be of no application in the Navy. 
These are in part: 


1. The storage characteristics and capabilities of individual ships vary greatly, 
or ene the preparation of a standard load list for the various ship classes 
and types. 
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2. Ships, under even normal operating conditions, cannot be replenished on 
predictable schedules. 

3. Spero conditions often govern the daily menu. 

4, The condition of the sea has a direct bearing on the menu aboard ship. 


The Department of Defense did inform your committee that— 


The Navy can impose a more restrictive application of this voluntary menu in 
its 111 ashore United States general messes. However, such a menu must be 
typical of Navy afloat feeding patterns as presently expressed in the Navy food 
service, and must be based on recipes tailored for shipboard use, since commissary 
personnel while on duty ashore would thus be practicing the skills in their prepara- 
tion that would be required when on duty afloat. 

To this end on-the-job training techniques and training manuals, such as the 
applied cookery manual, are started both productwise and in preparation pro- 
cedures for afloat food service. 

After due consideration your committee must conclude that the 
Navy Department has not given thorough consideration to the case of 
master menus. It is the job of the Secretary of Defense to see to it 
that a thorough consideration and evaluation is made of this proposal. 
The Department of Defense tells your committee ‘In rough weather, 
on a destroyer, for example, the cooks have to hold on with one hand 
while preparing soup and sandwiches.”’ Is it the contention of the 
Department of Defense that the use of a master menu is precluded by 
such conditions? Is it contended that freedom from a master menu 
ashore, for example, allows for — cooks ashore so as to be able 
to prepare soup and sandwiches while holding on with one hand? 


These kinds of arguments do not appear to evidence much more than 
a desire to maintain the status quo. 


4. The shifting attitude of the Navy Department on cross-servicing 


The reports of the Hoover Commission definitely point in the 
direction of an integrated supply system by single-service or unified 
supply management. The O’Mahoney amendment to the Armed 
Services Appropriation Act for 1953 (enacted in 1952) reiterates the 
intent of the Congress that there be a system of single-service or 
unified supply management. Your committee was instrumental in 
the 82d Congress in bringing to the attention of the Congress the need 
for enactment of the O’Mahoney amendment. It is pertinent to 
note that in 1951, when the matter of the need for integration of the 
Defense supply system was under study by your committee, the 
Navy Department opposed cross-servicing as a method that— 

* * * will seriously reduce the effectiveness of military supply support and would 
increase rather than lessen the ultimate cost of such support (hearings, p. 214). 
Now, when facts have been developed which again indicate the need 
for a truly integrated supply system the Secretary of the Navy 
testified before your committee: 

Well, the Navy Department, now, is very actively working for further cross- 
servicing. We do believe in it, definitely (hearings, p. 215). 

According to the testimony of Assistant Secretary of Defense Pike 
there has been little progress in extension of cross-servicing in the field 
of subsistence. Altogether about $26 million in subsistence stocks, 
including clothing, have been transferred, or had been planned to be 
transferred as of the first part of 1955 (hearings, p. 48). 

Pursuant to the request of your committee, the Department of 
Defense submitted a hist of single-service procurement assignments 
other than for food. Also submitted was a collection of cross-servicing 
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from military installations and commands throughout the world. In 
reviewing the material certain facts become apparent. 

1. There are a large number of local cross-servicing agreements for 
various commodities and services with substantial emphasis on services 
between installations in the same areas. Most of these are minor in 
character when judged by the dollar value of the commodity or service 
involved. Your committee feels that such efforts are to be com- 
mended and encouraged but they do not constitute an integrated sup- 
ply effort. In the main the cross-servicing arrangements are obvious 
arrangements of convenience. 

2. There is little evidence of leadership and direction from the 
Department of Defense level either to direct unified supply operations 
or to follow up on projected accomplishments to see that real progress 
is made. As examples your committee can cite the following fom 
material supplied by the Department of Defense. 

(a2) The minutes of a meeting of Armed Forces procurement inspec- 
tion agencies for the southeastern area held in September 1953 contain 
the observation by a representative of one of the services that the 
Department of Defense should issue “a general sheet of basic rules 
and instructions setting forth general guidelines, which should be 
broad enough to permit specific agreement between the parties con- 
cerned as to details.’ This observation was made in the face of 
instructions contained in the Armed Services Procurement Regula- 
tions to the effect that inspection services of the military departments 
should be used on an interchangeable basis in order to avoid multiple 
assignments of inspection activity in any one plant. It seems obvious 
to your committee that this is dlustrative of the problem of effective 
communication of Department of Defense instructions. Leadership 
involves a great deal more than the issuance of a general directive. 
At least one of the ingredients of effective direction is some kind of 
followup to insure compliance. 

(b) The Navy Department report of cross-servicing in the Hawaiian 
area lists some arrangements which appear to fall far short of cross- 
servicing let alone real unified supply activities. In the first place 
most of the agreements can be canceled on specified written notice by 
either the contracting parties or their commands. On the other hand 
some of the cancellations appear to involve action at the Washington 
level. Again it would appear that substantial interpretation and 
decision on the use of cross-servicing is left to the local installations 
without any real followup from the Danartinent of Defense level. 

Some of the so-called agreements for cross-servicing do not even 
accomplish what they purport to accomplish. For example, a so- 
called agreement for the joint usage of facilities of a naval ammunition 
depot turns out really to be cross-servicing by the Army for the Air 
Force and side by side with this cross-servicing by the Navy for the 
Coast Guard. Again an agreement for depot maintenance of certain 
items by the Navy for the other two military departments is char- 
acterized thus: 

No work has been performed under this agreement for the past 18 months, 
although agreement has not been abrogated. 

The testimony and evidence collected by your committee leads to 
the conclusion that cross-servicing is not the answer to the need for 
more unified supply operations. Further, that the belated support 
of cross-servicing by the military services has come largely because 
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of the insistence of the Congress for.a unified: supply system rather 
than because of a genuine recognition of the shh by the military 
departments. Moreover, it is-doubtful whether the purported ys gh 
of cross-servicing is functioning even to the degree represented by 
paper agreements or paper directives. Finally, the Secretary of 

efense and his chief civilian aids have not taken steps to inform 
themselves effectively concerning the nature and results of cross- 
servicing. They appear to have been all too ready to accept the 
information furnished them by the military departments at face value 
rather than to take action to carry out the oft-repeated mandate of 
the Congress for a unified supply management system. 


D. THE ROLE OF THE OFFICE OF THE SECRETARY OF DEFENSE IN 
DISCONTINUING THE ALAMEDA TEST IN 1954 


As indicated above, your committee has had to conclude that the 
Thomas memorandum of November 13, 1953, had the effect of rescind- 
ing the policies for unified supply management embodied in DOD 
directive 4000.8. The Department of Defense has furnished your 
committee incontrovertible evidence in writing showing the effect of 
the Thomas memorandum in abolishing the Alameda medical test, 
and indeed its adverse effect on all progress toward a unified and inte- 
grated supply management system. This evidence is directly at 
variance with the testimony given by Secretary Thomas. The re- 
sponsibility for reversing the trend toward a unified system rests 
squarely on Secretary Thomas and on Secretary Wilson’s immediate 
aid, Assistant Secretary of Defense Pike. It is extremely disturbing, 
to say the least, to find, on the basis of evidence submitted by Secre- 
tary Pike’s office itself, that these same officials denied responsibility 
for actions which they themselves took. Moreover, it was represented 
to your committee in oral testimony that actions which had been taken 
were based on studies which had been made, whereas Defense Depart- 
ment documents clearly show that the actions were based instead on 
DOD instructions signed by Secretaries Thomas and Pike. 

The Alameda medical test was inaugurated during the Korean war 
(in 1952) to test the feasibility of single service distribution of medical 
supplies as a step toward a unified supply management system. The 
test was set up after strenuous opposition on the part of the Navy. 
In part, the test was again due to the investigation and efforts of your 
committee in the 82d Congress which preceded the adoption of the 
O’Mahoney amendment. On November 18, 1954, the test was 
discontinued by action of Assistant Secretary of Defense Pike. 

In testimony before your committee Secretary Thomas was ques- 
tioned about his role in the discontinuance of the Alameda medical 
test which had shown favorable results in single-service distribution 
(hearings, pp. 212 et seq.). Secretary Thomas denied that it had 
shown good results. He also stated that the test was not discontinued 
because of his decision or his recommendation but that it was dis- 
continued, after he left, on the basis of a study. 

As a strictly technical matter Secretary Thomas’ assertions are 
correct. The hard facts, however, are that. Secretary Thomas’ 
memorandum of November 13, 1953, and action by Secretary Pike 
based on that memorandum are the actual causes of the discon- 
tinuance and not any so-called “study”. Your committee has been 
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furnished a copy of this “study” and other pertinent documents. The 
documents tell the following story: 

The staff study of the military medical supply systems which was 
conducted under the instructions in DOD Directive 4000.8 contained 
peste other recommendations a recommendation No. 10 which 
stated: 


There be established a single service depot distribution system for the distribu- 
tion of military medical supplies. 


Recommendation No. 11 was to the effect that— 


The single service depot distribution system be operated under the management 
and administrative control of the Department of the Army * * * 

Certainly these recommendations show that an actual study had 
concluded in favor of at least integrated distribution in the field of 
medical supplies. Secretary Thomas’ testimony gave no inkling of 
the fact. Instead he maintained that contrary opinions were preva- 
lent in the Military Establishment. It is not difficult to deduce where 
and by whom those opinions were held in the light of what followed. 

The next document in sequence furnished to your committee is 
dated February 15, 1954. It is a memorandum from the Office of 
Assistant Secretary of Defense for Supply and Logistics to Admiral 
Tyree entitled “Terms of Reference for Supply Systems Studies 
Evaluation.” The memorandum is signed by Richard K. Chapman, 
chairman, Ad Hoc Committee on Supply Systems for Common-Use 
Items. At the time this memorandum was written Secretary Thomas 
was the Assistant Secretary of Defense for Supply and Logistics and 
he continued in that office until succeeded by Mr. Pike on May 3, 
1954. It is also important to note that from October 1953 on, Me 
Pike was deputy to Secretary Thomas. 

The memorandum of February 15, 1954, is of tremendous signifi- 
cance. It shows conclusively that Secretary Thomas and his deputy, 
Mr. Pike, were the moving influences on Secretary Wilson’s team in 
reversing what small start had been made in unification of supply 
management by Department of Defense Directive 4000.8. The 
memorandum states that in January 1954, a decision had already 
been made to review the supply systems studies of medical, sub- 
sistence, and automotive material “* * * in consonance with the 

uidance set forth in reference (a) * * *’. Reference (a) is the 
homas memorandum of November 13, 1953. The memorandum 
then goes on to state that the Navy has been designated as the 
“monitor” of this project. In other words, the studies which had 
leaned toward integration were turned over for “review” to a group 
under the guidance of the Navy—probably the chief opponent of 
integration. Moreover, the “bible” for the “review” up was 
the Thomas memorandum of November 13, 1953. This was the 
action taken by the then Assistant Secretary of Defense Thomas who 
disclaimed before your committee any responsibility for abolishing 
the Alameda test or for rescinding DOD Directive 4000.8. 

Presumably in order to avoid any possibility of misunderstanding 
of the intent of this action by Secretary Thomas’ office the memo- 
randum of February 15, 1954, continues: 

As pointed out in reference (a) (the Thomas memorandum of November 13 


1953) the emphasis at the time these studies were conducted was directed toward 
the centralization of activities as being the immediate solution of many basic 
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supply problems. Accordingly, several of the recommendations with regard to 
the widening of single service assignments are not in agreement with the present 
policy of this office. For instance, the medical report recommends single service 
distribution. 

This mandate to set aside any moves toward real integration was 
not misunderstood. On May 10, 1954 there was ow and trans- 
mitted the desired “review” of the Medical and Dental Supply Systems 
Study Recommendations. The terms of reference cited by the 
“review” group are the Thomas memorandum of November 13, 1953; 
the Chapman memorandum from Thomas’ office dated February 15, 
1954; and a briefing meeting held with Rear Admiral Tyree on March 
15, 1954. The memorandum of the “review” group states explicitly 
in paragraph 2 that each of the 79 recommendations has been reviewed 
in accordance with the Thomas and Chapman memorandums. The 
key recommendations 10 and 11 are changed to limit Army to act as 

ent for the Air Force. The Navy is completely removed from any 
effort for integrated distribution of medical supplies because the 
proposal is ‘‘Not in consonance with policy expressed in reference (a).”’ 
(Reference (a) is the Thomas memorandum.) It should also be noted 
that the Navy is removed from any arrangement for cross-servicing. 
Not only does the “review” recommend the end of integration. It 
also ignores the possibility of cross-servicing. This is especially 
important in view of the comments made in his dissent by the lone 
civilian on the “review” group who represented the Office of Comp- 
troller, Office of Secretary of Defense. i 

With regard to the Alameda medical test itself the report of the 
“review’’ group recommended the rescission of DOD Directives Nos. 
4100.5 (December 25, 1951), 4100.6 (April 21, 1952), and 4100.8 
(August 1, 1952) which had established the Alameda test and had 
extended it indefinitely. The group recommended that— 


* * * the Army and Navy make arrangements for the phasing out of the supply 
support test on a schedule mutually satisfactory to both services. 


The following comment accompanied the recommendation: 


Inasmuch as the purpose of the supply support test is contrary to DOD policy 
as expressed in Assistant Secretary of Delines (Supply and Logistics) memo dated 


November 13, 1953, and its continuance is uneconomical and precludes individual 
service improvements in distribution, the adoption of the above recommendation 
is strongly endorsed by the working group. 

It seems to your committee that the results of this “review’’ by the 
working group was foreordained by the actions of the Office of Assist- 
ant Secretary of Defense, Supply and Logistics. The four service 
representatives on the working group signed the report. The repre- 
sentative of the Comptroller, ce of Secretary of Defense did not 
concur. He attached a memo which indicates clearly that the reason 
for the conclusions of the working group are the directives from Sec- 
retary Thomas’ office. This memorandum (dated March 30, 1954, 
and signed by Robert McCullough) states with d to the recom- 
mendation for abandonment of proposals for eatablishing of a single 
distribution system for medical supplies: 

* * * This recommendation is made on the basis that the proposais are not in 
consonance with the policy set forth in a memorandum to the three military de- 

ents from the Assistant Secretary of Defense (Supply and istics), dated 
ovember 13, 1953, and entitled “Policy Guidance for Ad Hoc Committee on 
Supply Systems for Common-Use Items.” Also, the proposed report does not 
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include recommendations looking toward a better coordinated and integrated 
distribution system. * * * 

* * * Department of Defense Directive 4000.8 was issued pursuant to section 
638 of the Department of Defense Appropriations Act, 1953, which section was 
enacted for the purpose of achieving an efficient, economical, and practical opera- 
tion of an integrated supply system designed to meet the needs of the military 
departments without duplicating or overlapping of either operations or function. 
The above directive sets forth the general pone for the implementation of the 
law in the area of distribution in section III (C) 7 providing that in areas within 
the United States and overseas, supply support will be accomplished by single 
service assignment in which one department will support all others, or by cross- 
servicing in such areas in which supply support will be obtained by one department 
from the nearest or most economical source without regard to which department 
controls such source, unless it can be demonstrated that such support will adversely 
affect military operations or will not result in net advantages to the Department 
of Defense as a whole. This directive was approved by Mr. William C. Foster, 
then Acting Secretary of Defense. With respect to changes in established policies, 
attention is called to Department of Defense Directive 5126.1, dated August 13, 
1953, establishing the responsibilities of the Assistant Secretary of Defense (Sup- 
ply and Logistics) which states “Directives recommended by the Assistant Secre- 
tary (Supply and Logistics) which intend to change established policies or proce- 
dures will be signed by the Secretary or Deputy Secretary of Defense, * * *.” 
In the absence of any changes approved by the Secretary or Deputy Secretary 
of Defense in the policies established in Department of Defense Directive 4000.8, 
this Office cannot concur in the proposed report making no recommendation with 
respect to the attainment of the objectives for an integrated supply support for 
such common-use standard-stock items as medical supplies. 

Furthermore, the Terms of Reference for Supply Systems Studies Evaluation 
invite recommendations specifically citing cross-servicing as follows: “Yet eross- 
servicing in certain locations may prove both effective and economical.” Also, 
in this connection, attention is called to the reply of the Assistant Secretary of 
Defense (Supply and Logistics), dated December 23, 1953, to the Committee on 
Government Operations as follows: 

“1. One of the major problems which were identified and which are in the 
process of being corrected are as follows: 
“(h) ‘Cross-servicing support had not been adequately developed.’ 
**2, These problems have already been attacked separately as follows: 
“‘(h) ‘Improved eross-service support will become feasible as the 
stock fund concept is put into practice by the services.’ 
“3. ‘Single service responsibility for storage and distribution, however, 
require considerable study.’ ” 

Finally, the Assistant Secretary of Defense (Supply and Logistics) in his report 
of March 9, 1954, to the Secretary of Defense states that ‘““To prevent duplication 
or overlapping in the distribution of supplies and equipment, a special Defense 
Department committee has been set up for the development of coordinated supply 
systems for common-use items. Under policy guidance from the Assistant 
Seerctary (Supply and Logistics), this committee is studying existing departmental 
practices and requirements, and will determine appropriate standard methods and 
systems that may be applied.” 

In view of the above considerations and the provisions in the terms of reference 
to make recommendations to eliminate duplication in supply systems, this Office 
cannot concur in the proposed report. At the least it should contain specific 
recommendations with respect to policies and procedures for an integrated supply 
system for medical supplies, a category of common-use standard-stock items 
already financed by stock funds for which cross servicing would appeer to be 
feasible. (Memo from Robert MeCullough, Office of the Assistant Secretary of 
Defense, March 30, 1954, pp. 1 and 2.) 


This “review” by the working group not only sounded the death 
knell of the Alameda medical test but also in effect terminated the 
work of the Ad Hoc Committee on Supply Systems for common-use 
items which had been operating under the aegis of DOD Directive 
4000.8. On June 11, 1954, or July 7, 1954 (perhaps on both dates— 
the material submitted to your committee is not clear on this point) 
the ad hoc committee submitted a memorandum or memoranda, to 
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Assistant Secretary of Defense Pike recommending the cancellation 
of the Alameda medical test and termination of ‘‘* * * the tenure of 
the Ad Hoc Committee on Supply Systems for common use items.” 
This report was approved b Snetary Pike on November 18, 1954. 
It is important to note that the ad hoc committee which submitted the 
final report consisted of Admiral Tyree, General Mundy (Air Force), 
General McNamara (Army), and Mr. Richard K. Chapman of Secre- 
tary Pike’s office (formerly with Secretary Thomas and the individual 
who ordered the “review” of the previous studies on February 15, 1954, 
in consonance with Secretary Thomas’ memorandum). It is obvious 
that, while DOD Directive 4000.8 was not legally rescinded, Secretary 
Thomas’ and Secretary Pike’s office circumvented and undermined its 
effect and that of the O’Mahoney amendment. 


E. THE DEPARTMENT OF DEFENSE SUBSISTENCE SUPPLY SYSTEMS STUDY, 
MAY 29, 1968 


The Hoover Commission task force quotes at length with evident 
approval from the Department of Defense subsistence supply systems 
study of May 29, 1953 (task foree report, pp. 64 et seq.). copy 
of this comprehensive report was furnished along with other material 
by the Department of Defense at your committee’s request. General 
Anderson of the Marine Corps had testified: 

The Marine Corps is eminently well satisfied with the Quartermaster General 
of the Army’s single-service purchase assignment for subsistence. Over 90 percent 
of the Marine Corps purchases are effected throuch that agency. 

The Quartermaster General of the Marine Corps first commented on the 
desirability of this system as far as the Marine Corps was concerned on March 
23, 1953, in reply to staff report on Department of Defense subsistence, dated 
February 5, 1953 (hearings, p. 313). 

Your committee’s study of the Defense Staff report on subsistence 
shows that that report foreshadowed the findings and recommenda- 
tions of the Hoover Commission Task Force on Food and Clothing. 
Two years before the issuance of the Hoover reports this report called 
for the creation of a single agency within the Department of Defense 
to perform the major functions for the acquisition and distribution 
of perishable and nonperishable subsistence. It recommended that 
the agency perform central purchasing through one system of field 
offices and determine the items which could be purchased on a decen- 
tralized basis. A stock fund reimbursed by the receiving services 
would pay for marketing subsistence from vendor to depot distribu- 
tion points. Military depots of owning services could be used for 
distribution within assigned areas. Each area would be serviced so 
far as possible by one military service. 

Here in short were some of the basic principles later embodied in the 
Hoover reports. ‘There was one outstanding point of difference. The 
Department of Defense study recommended a joint agency, in effect, 
with the directorship of the agency rotated between the military de- 
partments and with staff of its own but also inehading eatery per- 
sonnel assigned from the Army, Navy, Air Force, and Marine Corps. 
The Hoover reports, of course, stressed the desirability of placing the 
centralized subsistence functions under civilian control with the mili- 
tary in.an advisory capacity. This is a significant difference. It was 
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one reflected in the comments of the Comptroller, OSD, on the staff 
study. The Comptroller, OSD, recommended that the agency— 

be under the direct management of a civilian director, with a directorate composed 
of military and DOD representatives headed by a civilian chairman appointed by 
the Secretary of Defense. 

The Army, Air Force, and the Department of Defense Comptroller 
concurred in the establishment of a single agency to direct and control 
subsistence supply. ‘The Joint Chiefs of Staff and the Navy did not 
concur and recommended individual systems operating on a coordi- 
nated basis. 

What happened to the study? For almost a year after May 1953, 
nothing happened to the report. Then on February 15, 1954, there 
was issued the aforementioned Chapman memorandum from the 
office of the then Assistant Secretary of Defense Thomas. That 
memorandum indicated that the subsistence study along with that on 
medical (already treated above) and automotive (apparently not 
completed) would be reviewed— 

* * * in consonance with the guidance set forth in reference (a) (the Thomas 
memorandum of November 13, 1953) so that those recommendations susceptible 
to coordinated agreement may be implemented. [Italic supplied.]} 

So far as your committee can ascertain this marked the end for the 
study on subsistence as well as for the Alameda Medical test as 
described above. The Navy disagreed and the Thomas memorandum 
erased any effect DOD Directive 4000.8 may have had in getting 
results where there were disagreements. The Thomas memorandum 
became ruling policy and it stated to each military department in 
effect ‘“You don’t have to agree to anything.” A year after it was 
finished, the Chapman memorandum specifically listed the subsistence 
study as being reviewed in accordance with the Thomas memorandum. 
The job of “monitoring” the review was assigned to Admiral Tyree 
of the Navy, a representative of the service. which opposed any 
integration. 

Since May of 1953 then, the Secretary of Defense has been in posses- 
sion of a massive report recommending substantially the same things 
as the Hoover reports. This report was prepared by representatives 
of the services involved. It cites facts and figures to condemn the 
separate supply systems set up as Defense. The Office of the Secretary 
of Defense has ignored the report. It has not paid any attention to 
conclusions such as the following: 

We cannot recommend that each service operate their own independent sub- 
sistence supply system because historically, as far as procurement is concerned, 
it was not workable in a period of war. A review of the distribution section of 


this report demonstrates that independent distribution from the Department of 
Defense viewpoint is militarily ineffective and economically unsound.® 


F. THE SUPPLY SITUATION WITH REGARD TO CLOTHING, TEXTILES, 
AND FOOTWEAR 


The supply system for food or subsistence has had a semblance of 
order in its appearance. As the task force points out (task force 
report, p. 15) and as was testified (hearings, p. 298) there is a system 
of central procurement through the Army Quartermaster General’s 
market centers for all four services—Army, Navy, Air Force, and 





e Sono Subeistenes Supply Systems, May 29, 1953, Subsistence Study Group, Munitions Board, Office 
Pply, p. 23. 
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Marine Corps. The appearance of orderliness is more apparent 
than real. uirements determinations vary from service to ser- 
vice and, while the Army and Air Force are more closely tied together, 
the Navy is essentially independent when it comes to the hasis of 
requisitioning its f supplies and how it handles its foodstuffs 
once they are procured and turned over to the Navy for distribution. 
Thus 90 percent of total food purchased for the armed services is 
procured through the Army’s QMG but this does not tell the tale of 
the lack of a really unified food management system. 

The situation with regard to clothin , textiles, and footwear is 
even worse. In this area the Army QMG procures clothing and 
certain related items for the Air Force. Otherwise the entire system 
of procurement and distribution is independently administered by 
each service. 

The task force report (pp. 131 et seq.) outlines the abortive history 
of the Armed Services Textile and Procurement Agency, how it was 
killed by service opposition and replaced by ‘‘collaborative procure- 
ment.’”’ The comparative chart prepared and submitted by the 
Department of Defense in response to your committee’s inquiry 
shows clearly how another step backward was taken away from an 
integrated supply management system for clothing and related items.’ 


G. CONCLUSIONS: FAILURE OF THE OFFICE OF SECRETARY OF DEFENSE 
TO EXERCISE ITS AUTHORITY AND TO CARRY OUT THE LAW 


There can be no doubt that the Congress consistently over the 
last few years has strengthened so far as is possible the authority of 
the Secretary of Defense to unify and integrate supply management 
in the armed services. More than this the Congress has time and 
again reaffirmed its interest and intent that concrete results be 
achieved. In 1952 the Congress went so far as to prohibit the obliga- 
tion of any funds in the supply management area except in accord- 
ance with regulations issued by the Secretary of Defense. This was 
provided in the O’Mahoney amendment. 

The testimony and other evidence presented to your committee 
is conclusive that until November 1955 Secretary Wilson and his 
aides supported the separatist tendencies of the services—particularly 
the Department of the Navy. 

If the Secretary of Defense and his aides have been all too ready to 
act in this fashion it becomes pertinent to inquire what is their idea 
of the functions with which they have been entrusted. 

The testimony of Assistant Secretary of Defense Pike was particu- 
larly illuminating in this respect. The evidence which was available 
to your committee and more should have been available to Secretary 
Pike. In addition, Secretary Pike has the advantage of literally 
living with problems from day to day. Yet Secretary Pike testified 
that in his experience he had not found any effort on the part of the 
services to perpetuate their various branches (hearings, p. 72). He 
went on to say that when he put forth an idea he found the services 
cooperative in pointing out how this affected their own service. 
Significantly enough; Secretary Pike did not add at this point that 
the services had gone beyond the point of explaining how any ideas 
could affect their service. It can, certainly be expected that each 


1 Bee appendix B. 
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service will put forth all the adverse effects any proposed change 
would have from its particular viewpoint. The important thing is 
how active or successful has the Secretary of Defense been in making 
moves to integrate supply. 

Secretary Pike also testified that he can talk to his counterpart 
Assistant Secretary in the military department in order to get action. 
Failing compliance Secretary Pike stated he can get Secretary Wilson 
to per compliance. According to Secretary Pike, however, there 
have been no instances of direct refusal (hearings,. p. 75). 

This is undoubtedly an accurate exposition of a theoretical situation. 
As to actual operations Secretary Pike testified that while he had had 
no “head-on-collisions” with the heads of the military departments 
he had had occasion for “sideswiping”’ (hearings, p. 78). Secretary 
Pike also stated that no laws had been broken but that “* * * 
probably some of the directives have not been carried out in full” 
(hearings, p. 78). He also testified that no disciplinary action has 
been taken by him nor has he asked the Secretary of Defense to take 
such action (hearings, pp. 78-79). Secretary Pike maintained: 
‘‘* * * T have done the best that I can’’ (hearings, p. 79). 

Here it seems would lie the heart of the matter. It is clear that the 
Office of the Secretary of Defense has relied too exclusively on collab- 
oration and cooperation. This seems to give a new and different 
meaning to the intent of the laws enacted by the Congress. It would 
appear that in actual operation the authority vested in the Secretary 
of Defense has been effective only on the basis of agreement by the 
three military departments. This is administration of the laws accord- 
ing to convenience rather than for reasons of the public interest, which 
may involve some disagreeable duties. 

It is important to note that Secretary Pike himself was not sure that 
his job as presently organized in the Department of Defense 
permits him to carry out his responsibilities. In other words, there is 
serious doubt that Secretary Wilson has taken pains to organize his 
legal authorities in such a way as to permit of their successful adminis- 
tration. Secretary Pike constantly referred to the need to ‘sell our 
ideas to the services’ (hearings, p. 83). He also stated that his office 
can only function to the extent of finding a common meeting ground 
(hearings, p. 86). He could not state whether, under these circum- 
stances, he could ever suecessfully carry out the responsibilities of 
his office (hearings, p. 86). 

As if to underline the weakness of actions by the Secretary of 
Defense, Secretary Pike cited as ‘‘a very major policy directive” a 
directive setting up a materiel planning study by collection of statistics 
on a new form DD, form 764 (hearings, p. 84). This effort should not 
be deprecated but it hardly appears to be in the nature of a ‘very 
major policy directive.’ Secretary Pike also stated his office had con- 
ducted a number of studies on such matters as transportation, surplus 
property, and procurement (hearings, p. 85). In response to a request 
by your committee for copies of the documents and information con- 
cerning implementation of recommendations, there was forthcoming 
only a copy of a study concerning screening of excess personal property 
together with the following comment: 

Attached is a copy containing the information requested of the study covering 
surplus property which was originated in and was conducted by this office... The 


other ae referred to were not as formal and, as a result, cannot be..so docu- 
mented, 
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H. RECOMMENDATION 


In view of the situation revealed by your committee’s study and 
hearings, your committee recommends: 


That the Secretary of Defense take immediate action to integrate 
supply py saree in the Department of Defense as authorized and 
required by law, and report to the ess not later than June 15, 
1956, and at 6-month intervals th , what steps he is taking 
in line with the authority granted and the direction indicated in the 
O’Mahoney amendment (sec. 638, Defense Appropriation Act, 1953). 


Part Il. Tae Hoover Commission Reports on Deport UTILizATION 


The Hoover Commission and task force (actually called “‘subcom- 
mittee” in this case) reports on depot utilization were sent to the 
Congress after the food and clothing report had been received. The 
Hoover report on depot utilization was referred to your committee on 
Me 26, 1955, and printed as House Document 170, 84th Congress. 

he reports on depot utilization, particularly that of the Commission 
itself, are briefer and less comprehensive than the reports on food and 
clothing. It is difficult to understand why a separate study and report 
on depot utilization were required in view of the fact that depot 
management is part of the area of supply management. This is borne 
out by the findings of your committee as evidenced in the discussion 
above of the supply management problem in the Department of 
Defense. Additional doubt on the need for these apparently dupli- 


rE nceren is cast by the following facts: 
1. 


hree of the six members of the so-called Subcommittee on Depot 
Utilization were members of the Subsistence Task Force. This 
included the chairman of the subcommittee, Mr. Clifford E. Hicks, 
and Messrs. Vallee O. Appel and Perry M. Shoemaker. 

2. According to the subcommittee’s own oe (pp. 3-4) it started 
as part of the study of the Subsistence Task Force but later, without 
any reason that appears substantial to your committee, was formed 
into a quasi-independent entity. 

3. According to the subcommittee’s own report (p. 4) the actual 
field investigations at some 30 major storage activities were made 
while the qauuaiaittin was functioning as part of the Subsistence 
Task Force. The only thing added after the subcommittee received a 
new status were headquarters conferences by a staff of its own. 

The overlapping studies apparently have resulted in inconsistent 
statements and reports by the Hoover Commission and its task 
forces. As shown above the Commission and its Task Force on Sub- 
sistence actually diagnosed glaring weaknesses in the defense supply 
management system. 

In the face of all this, it is disturbing to find statements such as 
these in the Hoover reports on depot utilization, which dealt with 
the storage and distribution aspect of the supply functions: 

The committee’s appraisal is that the officials of the Department are making 
a conscientious and somewhat effective effort to instill some semblance of uni- 
formity of operations and integration into the supply and storage systems under 
this jurisdiction. Some excellent directives and instructions to improve storage 
——— issued during the course of this study, have not been mentioned 


because of the impracticability of Seay the report in the final stages (sub- 
committee report on depot utilization, p. 40). 
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The special task force states: 
* * x * * * * 

(d) That the Department of Defense at the Secretary level has in the last 
2 years made great effort in these directions. There have been excellent direc- 
tives intended to further the cross-servicing. These directives mostly wither 
against the impregnable barrier maintained by the three military services (Hoover 
report on depot utilization, p. 7). 

OK * * * * * * 

(b) That if unification or integration is impossible, considerable improvement 
would result from vigorous cooperative cross-servicing of space * * * (Hoover 
report on depot utilization, p. 6). 

These statements should be compared with the forthright condem- 
nation of cross-servicing in the Hoover Commission and task force 
report on food and clothing. In discussing cross-servicing or integra- 
tion in connection with the very same distribution depots the Hoover 
report on food and clothing states: 

The task force, in considering cross-servicing pointed out that: 

* * * * * * * 

(d) The difficulty of securing teamwork among independent systems has al- 
ready proved the impracticability of this method in time of peace, and the diffi- 
culty is much greater in time of war. 

Thus the task force concludes that cross-servicing could not bring about the necessary 
efficiency and economy in food supply. (Hoover report on food and clothing, p. 
29) [Italic supplied]. 

It appears, therefore, that the conclusions reached in the studies on 
depot utilization are inconsistent with the prior studies on subsistence 
and food and clothing and with the facts developed in the course of 
your committee’s investigations. 

The Hoover Commission’s recommendations on depot utilization 
with regard to civilian agencies are also inconsistent with the findings 
and recommendations of its own task force, or subcommittee as it was 
called in this case. Your committee appreciates the fact that the 
Commission was not bound by the recommendations in the subcom- 
mittee report. But it is not apparent that the Commission had the 
facilities or time to make any extended restudy of the problems such 
as to warrant a complete change of the subcommittee findings and 
recommendations nor did the Commission hold hearings to adduce 
new evidence as it was authorized to do. 

There is an extensive consideration by the subcommittee on depot 
utilization of the supply systems of the General Services Administra- 
tion and the Veterans’ Administration. But the clear implication 
in every comment by the subcommittee in the nature of a finding is to 
the effect that while the concept of GSA as a central service agency 
is eminently sound it is not functioning efficiently enough to take over 
the VA-operated system (subcommittee report, pp. 20, 21, 73). The 
subcommittee explicitly states: 

The independent supply system of the Veterans’ Administration is apparent]; 


operated with reasonable efficiency and appreciation of costs * * * (subcom- 
mittee report, p. 21). 

(2) * * * our analysis, supported by visits to the two agencies and certain of 
their depots, indicates that the storage and distribution functions of VA are being 
carried on with reasonable efficiency and with a greater appreciation of costs than 
any of the other services investigated. (Subcommittee report, p. 73.) 








(3) CONCLUSIONS 


The committee is in full agreement with the criticism that the duplicate supply 
systems of GSA and VA represent failure to achieve maximum economy and 
efficiency in Government supply operations. 
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When GSA’s supply service is functioning to a more satisfactory degree, absorp- 
tion of the veterans entire supply operation would be logical. It would seem ap- 
propriate for the Bureau of the Budget to decide when it would be in the best 
interest of the Government to effect this consolidation. (Subcommittee report, 
p. 73.) 

Based on these findings the subcommittee recommended (No. 6, 
p. 26): 

That the Veterans’ Administration operate its supply distribution system under 
existing agreements with General Services Administration until its functions can 
be absorbed by GSA, as revitalized to the satisfaction of the Bureau of the Budget. 
[Italic supplied] 

In the Hoover Commission report the present arrangement is 
described as “illogical” in the view of the task force. More important 
the Commission’s report in quoting the subcommittee recommenda- 
tion (Commission report on depot utilization, p. 21) drops out com- 
pletely the italicized words. The Commission, in effect, recommends 
action to transfer VA supply functions to GSA as soon as possible. 
This ignores the subcommittee’s evaluation of the two systems. 

That the Commission in this instance is more doctrinaire than 
factual is further borne out by Commission recommendation 2 (b) 
(Commission report, p. 25) which has no counterpart in the sub- 
committee report): 

(b) That the Congress give to the General Services Administration the neces- 
sary authority to integrate into its own control, or to compel coordination of, 
all civilian agency storage. 

Your committee is at a loss to understand this recommendation 
except on theoretical grounds. This is suggested again by the follow- 
ing conclusions of the subcommittee with regard to the storage pro- 
grams of the Department of Agriculture under the price-support 
program: 

It is the conclusion of the committee that the Department of Agriculture has 
from time to time taken measures of varying effectiveness to increase the effi- 
ciency of the storage activities of Commcedity Credit Corporation, but time has 
not permitted this committee to go into the matter with sufficient thoroughness 
to make the detailed recommendations it would desire. The situation warrants 
the suggestion that the Department engage a firm of business management con- 
sultants to make a detailed study * * * (subcommittee report, p. 81). 

In view of the basic difference between the Commission and task 
force reports in this instance your committee believes that further 
study of subsistence management in the civilian agencies is indicated 
before any firm conclusions can be reached. 
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The special task force states: 
* * * * ok * * 
(d) That the Department of Defense at the Secretary level has in the last 
2 years made great effort in these directions. There have been excellent direc- 
tives intended to further the cross-servicing. These directives mostly wither 
against the impregnable barrier maintained by the three military services (Hoover 
report on depot utilization, p. 7). 
* + * * * * * 

(b) That if unification or integration is impossible, considerable improvement 
would result from vigorous cooperative cross-servicing of space * * * (Hoover 
report on depot utilization, p. 6). 

These statements should be compared with the forthright condem- 
nation of cross-servicing in the Hoover Commission and task force 
report on food and clothing. In discussing cross-servicing or integra- 
tion in connection with the very same distribution depots the Hoover 
report on food and clothing states: 

The task force, in considering cross-servicing pointed out that: 

* * * * * * * 

(d) The difficulty of securing teamwork among independent systems has al- 
ready proved the impracticability of this method in time of peace, and the diffi- 
culty is much greater in time of war. 

Thus the task force concludes that cross-servicing could not bring about the necessary 
efficiency and economy in food supply. (Hoover report on food and clothing, p. 
29) [Italic supplied]. 

It appears, therefore, that the conclusions reached in the studies on 
depot utilization are inconsistent with the prior studies on subsistence 
and food and clothing and with the facts developed in the course of 
your committee’s investigations. 

The Hoover Commission’s recommendations on depot utilization 
with regard to civilian agencies are also inconsistent with the findings 
and recommendations of its own task force, or subcommittee as it was 
called in this case. Your committee appreciates the fact that the 
Commission was not bound by the recommendations in the subcom- 
mittee report. But it is not apparent that the Commission had the 
facilities or time to make any extended restudy of the problems such 
as to warrant a complete change of the subcommittee findings and 
recommendations nor did the Commission hold hearings to adduce 
new evidence as it was authorized to do. 

There is an extensive consideration by the subeommittee on depot 
utilization of the supply systems of the General Services Administra- 
tion and the Veterans’ Administration. But the clear implication 
in every comment by the subcommittee in the nature of a finding is to 
the effect that while the concept of GSA as a central service agency 
is eminently sound it is not functioning efficiently enough to take over 
the VA-operated system (subcommittee report, pp. 20, 21, 73). The 
subcommittee explicitly states: 

The independent supply system of the Veterans’ Administration is apparently 


operated with reasonable efficiency and appreciation of costs * * * (subcom- 
mittee report, p. 21). 

(2) * * * our analysis, supported by visits to the two agencies and certain of 
their depots, indicates that the storage and distribution functions of VA are being 
carried on with reasonable efficiency and with a greater appreciation of costs than 
any of the other services investigated. (Subcommittee report, p. 73.) 








(3) CONCLUSIONS 


The committee is in full agreement with the criticism that the duplicate supply 
systems of GSA and VA represent failure to achieve maximum economy and 
efficiency in Government supply operations. 
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When GSA’s supply service is functioning to a more satisfactory degree, absorp- 
tion of the veterans entire supply operation would be logical. It would seem ap- 
propriate for the Bureau of the Budget to decide when it would be in the best 
interest of the Government to effect this consolidation. (Subcommittee report, 
p. 73.) 

Based on these findings the subcommittee recommended (No. 6, 
p. 26): 

That the Veterans’ Administration operate its supply distribution system under 
existing agreements with General Services Administration until its functions can 
be absorbed by GSA, as revitalized to the satisfaction of the Bureau of the Budget. 
{Italic supplied] 

In the Hoover Commission report the present arrangement is 
described as “illogical” in the view of the task force. More important 
the Commission’s report in quoting the subcommittee recommenda- 
tion (Commission report on depot utilization, p. 21) drops out com- 
pletely the italicized words. The Commission, in effect, recommends 
action to transfer VA supply functions to GSA as soon as possible. 
This ignores the subcommittee’s evaluation of the two systems. 

That the Commission in this instance is more doctrinaire than 
factual is further borne out by Commission recommendation 2 (b) 
(Commission report, p. 25) which has no counterpart in the sub- 
committee report) : 

(b) That the Congress give to the General Services Administration the neces- 
sary authority to integrate into its own control, or to compel coordination of, 
all civilian agency storage. 

Your committee is at a loss to understand this recommendation 
except on theoretical grounds. This is suggested again by the follow- 
ing conclusions of the subcommittee with regard to the storage pro- 
grams of the Department of Agriculture under the price-support 
program: 

It is the conclusion of the committee that the Department of Agriculture has 
from time to time taken measures of varying effectiveness to increase the effi- 
ciency of the storage activities of Commedity Credit Corporation, but time has 
not permitted this committee to go into the matter with sufficient thoroughness 
to make the detailed recommendations it would desire. The situation warrants 
the suggestion that the Department engage a firm of business management con- 
sultants to make a detailed study * * * (subcommittee report, p. 81). 

In view of the basic difference between the Commission and task 
force reports in this instance your committee believes that further 
study of subsistence management in the civilian agencies is indicated 
before any firm conclusions can be reached. 
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APPENDIXES 


Appenprx A 


DEPARTMENT OF Derense D1reEcTIvE 
No. 4000.8, 
17 November 1952. 

Subject: Basic Regulations for the Military Supply System 
References: (a) Directive 4000 8, Establishment of Basic Military Supply 

System Regulations, 5 September 1952. 

(6) Directive 5025.3, Issuance of Military Supply System Regula- 
tions, 24 September 1952. 


I, PURPOSE 


This directive revises reference (a) to: (1) redefine the relationships between 
the Basic Regulations and other Department of Defense directives regulating 
supply management; and (2) prescribe improved methods and procedures for 
implementing the Basic Regulations. 

he Basic Regulations are designed to achieve an efficient and practical opera- 
tion of an integrated supply system (including procurement, production, ware- 
houring, and distribution of supplies and equipment, and related supply functions) 
to meet the needs of the military departments, without duplicating or overlapping 
of either operations or functions, in accordance with the provisions of Section 638 
of the Department of Defense Appropriations Act, 1953. 


Il. SCOPE AND APPLICABILITY OF THE BASIC REGULATIONS 


A. Scope of the Basic Regulations.—The Basic Regulations set forth important 
and desirable objectives in the field of supply which are to be implemented as 
fast as practicable, but they do not cover that whole field. All Department of 
Defense directives which regulate supply are to be regarded as implementing 
Section 638 of the Department of Defense Appropriations Act of 1953, and/or 
any other applicable legal requirements. Accordingly, the use of “MSSR No.” 
and the subheading “Military Supply System Regulations’ will not appear on 
future De ment of Defense directives. 

C. Applicability of the Basic Regulations. On and after 8 September 1952, no 
officer or agency in the Department of Defense shall obligate any funds for 
procurement, production, warehousing, distribution of supplies or equipment or 
related supply management functions, in violation of these regulations or further 
directives issued by the Secretary of Defense or an officer of the Office of the 
Secretary of Defense designed to achieve an efficient and practical operation of 
an integrated supply system. (See sec. IV of this directive for method of effect- 
ing changes in exletton regulations, procedures and instructions and for interim 
ib hp of existing regulations, directives, procedures, and instructions until 
changed. 


Ill. BASIC REGULATIONS GOVERNING THE MILITARY SUPPLY SYSTEM 


In order to accomplish the purpose set forth in Section I above, the following 
principles are hereby established as Basic Regulations, from which deviations 
may be permitted only by the officers of the Office of the Secretary of Defense 
charged with the implementation of these regulations. 

A. Procurement.— 

1. Procurement will be in accordance with procedures which include timely 
submission of consolidated requirements, the phasing of uirements, market 
analyses, phased placement of orders, and phased delivery schedules. 

2. Procurement procedures shall continue to be improved by such considera- 
tions as: efforts to reduce contract Ps mers time; maximum use of definitive 
contracts; simplification and stan tion of contract forms and accounting 
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procedures within and between military departments; improving the process of 
negotiation through standardizing procedures and instructions; and proper use 
of formal advertising and negotiation in the placement of contracts. 

3. Purchasing shall be done on the basis of close, accurate and definite pricing 
to the greatest extent possible at the time of negotiation of contracts, in order to 
reduce the necessity for price redetermination and refunds under renegotiation. 
Price redetermination provisions shall generally provide for downward adjust- 
ments only. When upward price redetermination provisions are used, a reason- 
able ceiling shall be included therein and the obligation set up shall reflect the 
ceiling price. 

4. Price redetermination shall be conducted within the time period specified 
in contracts, and contracts shall be promptly modified to reflect resulting revi- 
sions, in order to facilitate close pricing, to provide firm price information, and 
to avoid possible conflict with statutory renegotiation proceedings. 

5. Single procurement in the form of single department, joint agency or plant 
cognizance shall be effected whenever it will result in net advantages to the 
Department of Defense as a whole, except in so far as it can be demonstrated 
that such procurement will adversely affect military operations. This principle 
will also apply to procurement from all Government-owned plants, whether 
operated by the Government or a contractor. 

6. In order to eliminate unnecessary handling, warehousing and transporta- 
tion, direct deliveries from suppliers to points-of-use shall be made to the maxi- 
mum extent possible, except in those specific cases where it can be demonstrated 
that there would be no net advantage to the Department of Defense as a whole 

B. Commercial and Industrial-Type Facilities.— 

1. Commercial and industrial-type facilities (including, among others, ware- 
houses, motor repair shops, bakeries, and launderies) operated by each of the 
military departments shall be made available to the maximum extent for the 
use of any of the military departments. Existing commercial and industrial-type 
facilities shall be surveyed to determine the need for their continued operation 
and retention. Such facilities will not be continued in operation where the re- 
quired needs can be effectively and economically served by existing facilities of 
any department or where private commercial facilities are available, except to 
the extent that such private commercial facilities are not reasonably available 
or their use will be demonstrably more expensive or except where the operation 
of such facilities is essential for training purposes. No facilities, not in opera- 
tion, shall be retained unless necessary for moblilization reserve, Cost accounting 
methods will be employed to assist in formulation of decisions concerning cross- 
servicing, establishment or continuance of such activities in or under the Depart- 
ment of Defense. 

2. Additional facilities of these types shall not be established or acquired by 
a military department unless the required needs cannot be effectively served by 
existing facilities of all of the departments or by private commercial facilities. 
Except in a zone of action (e. g., Korea), no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense. 

C. Distribution.— 

1. Within each military service (Army, Navy, Marine Corps and Air Force) 
there shall be established and maintained but one single supply and inventory 
control pont for each specified category of items. The translation of established 
stock levels into quantitative terms and the determination of requirements will 
be achieved by the appropriate supply control point based upon information 
available to the control point, including accurate, timely and complete reports 
from its supported activities. 

2. As a minimum, all supply accounting at depot, post, camp, station, base 
and installation levels will be developed to achieve integration and uniformity 
on & quantitative and monetary basis, except for supplies and property with 
troop units and afloat, where periodic quantitative inventories only will be re- 
quired. (In-transit stocks, Government-owned stocks in hands of contractors 
or Government industrial facilities, and stocks aboard supply ships and tenders 


will be considered as part of aggregate depot, post, camp, station, base and 
installation stocks.) 
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3. Stock levels shall be established and maintained at the lowest practicable 
level. Such prescribed stock levels shall be uniform between military depart- 
ments where similar conditions exist. Effective controls will be established in 
all areas and at all levels to insure compliance with approved stock levels. 

4, Within unified commands, unified logistic arrangements for overseas theatres 
will be further developed. 

5. Each category of common-use standard-stock items will be procured, ware- 
housed, and distributed by not more than one agency within each military service 
(Army, Navy, Marine Corps and Air Force). The term “common-use standard- 
stock items’’ as used in these regulations includes items similar in character used 
by two or more departments or subdivisions thereof for the same or closely 
related purpose. Examples of such items or categories of items are: subsistence, 
medical and dental supplies, lumber, hardware, fuels and lubricants, household 
and office type furniture and material, general housekeeping material, individual 
clothing and equipment, and vehicular spare parts.) 

6. Stocks of common-use standard-stock items will be financed through Stock 
(revolving) Funds. Special attention shall immediately be given to all cate- 
gories of common-use standard-stock items including those listed in 5 above. 

7. Integrated supply support for common-use standard-stock items will be 
developed. In areas within the United States and overseas, supply support will 
be asap eee by single service assignment in which one department will 
support all others, or by cross-servicing in such areas in which supply support 
will be obtained by one department from the nearest or most economical source 
without regard to which department controls such source, unless it can be demon- 
strated that such support will adversely affect military operations or will not 
result in net advantages to the Department of Defense as a whole. 

D. Cataloging and Standardization.—- 

1. The cataloging and standardization programs will be vigorously expedited 
in accordance with the provisions of Public Law 436, 82d Congress. 

2. All supply items in the three military departments shall be described, iden- 
tified, classified, and numbered, in accordance with a uniform method for all 
categories of material. 

3. The uniform catalog data for each specified category of material shall be 
utilized in all supply operations from requirements calculation to final disposal, 
by replacing existing data in accordance with prescribed schedules. 

4. The highest practicable degree of standardization of items shall be achieved 
through the development and use of single specifications, through the elimina- 
tion of overlapping and duplicating item specifications, and through the reduc- 
tion of the number of sizes, kinds, and types of generally similar items. Proce- 
dures shall be developed to require the use of applicable staudard specifications 
by all procurement agencies. 

5. Duplication in the inspection of material procured by the military depart- 
ments will be elimiuated by the coordination of inspection organizations and by 
the standardization of inspection formats. 

6. Packing, packaging, preservation and marking procedures in the three 
military departments will be made uniform, consistent with operational require- 
ments, and whever practicable will parallel those used in industry. 

7. Commercial specifications and standards, when practical and economical, 
will be adopted and integrated in the military specifications and standard systems. 

E. Conservation.— 

1. The programs for renovation of economically reparable material will have 
as their objectives the maximum coordinated and timely utilization of such re- 
sources in lieu of new procurement. ; 

2. Supply discipline to encourage effective maintenance and preservation of 
equipment in use will be emphasized. Issue of materials from storage for training 
and garrison purposes will be based upon maximum utilization of obsolescent 
and limited-life materials. 

3. Programs will be established to eliminate or reduce uses of strategic and 
critical materials. Within categories of materials, consideration shall be given 
not only to relative availability under current conditions but also under mobiliza- 
tions conditions: in the establishment of specifications and standards, including 
the use of alternate specifications and standards, less critical material of greater 
cost may be specified within resonable price limitations. 
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F, Utilization and Disposal.— 

Programs will be established for the maximum utilization of property, includ- 
ing scrap, which will include continuous review of stocks to assure they are active, 
to determine which property is excess, to make maximum use of available storage 
space, and to minimize maintenance and storage costs. 

- 3 Programs for utilization or disposal of government material and property 
will provide for continuous screening to make available the excess property of any 
one department to meet the needs of others. In order that adequate information 
may be available to other departments before bulk procurement is undertaken, 
an adequate and practicable reporting system will be established which will 
include reports to and from the appropriate supply control points of the existence 
of such excesses. 

3. Programs for handling serap material will provide for the segregation and 
identification of strategic and critical materials. 

Transportation and Traffic Management.— 

1. The management, control, routing, negotiation, and precurement of trans- 
portation services for the movement of persons and things shall be accomplished 
in accordance with traffic management policies desi to achieve and assure 
efficient and economical traffic management. 

2. Transportation activities of the military departments in both current and 
mobilization planning aspects will be coordinated with those of the civilian econ- 
omy through the appropriate agencies within the Department of Defense and the 
civilian agencies. 

H. Production.— 

1. Production programs for the military departments shall be realistic, orderly, 
and scheduled to meet phased requirements. Such programs shall be developed 
on the bases of: the relative availabilities of facilities, materials, materiel, money 
and manpower; the relative availability of each item in relation to all other 
items which are essential to its employment; and the feasibility of programmed 
rates of acquisition. Once the approved active forces are raised and modernized 
and current operating stocks and mobilization reserves (not in excess of those 
provided in plans approved by the Secretary of Defense) are on hand, maximum 
feasible reliance will be placed on continuing expansible production rather 
than on the accumulation of reserve stocks of end items. Accordingly, the 
basic objective of the military procurement program will be to supply to the 
services the material and equipment required for the timely accomplishment 
of their respective missions. In doing so, procurement and delivery of.all items 
must be scheduled in a carefully a and balanced manner to meet the 
actual service needs. At all times the present and future productive capacity of 
industry must be given full consideration and plans must, among other things, 
provide for the maintenance of production lines, and wherever possible, when 
computing requirements, take into account the rapid expansibility of these lines. 

2. In computing mobilization requirements, and in planning for production 
during mobilization, consideration shall be given to the availability of men, 
materiel, materials, and facilities (all expressed both in quantities and dollars), 
and the relative availability of each item to other items essential to its utilization, 
and to the feasible rate of acquisition, 

3. No funds shall be obligated for industrial mobilization activities except in 
full compliance with applicable legislation (currently sec. 623, Public Law 434, 
Sist Cong., approved October 29, 1949). 

4. Current production programs will be integrated to the maximum extent 

racticable with mobilization plans established under the ‘‘Production Allocation 
rogram.’ 

5. Relative urgencies between military programs and the system for determin- 
ing them will be kept under continuous re” iew, 

6. Maximum utilization will be made of reserves of machine tools and pro- 
duction equipment before initiating procurement of such items. Machine tools 
should be procured to meet the requirements of current production and to 
establish tooled production lines with such mobilization capacity as may be 
appro’ ed by the Secretary of Defense. The highest priority is to be given to 
the requirements for current production needs, and the second priority is to the 
machine tool requirements for approved mobilization capacity. 
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‘ a3 regal shall be encouraged to expand productive capacity through private 
nancing. 

8. Government expansion of facilities will be undertaken only after considera- 
tion of available capacity of privately owned and Government-owned or operated 
facilities and when indicated by screened mobilization needs. 

I. Personnel avd Tratrirg.— 

1. Within each military department, a definitive program will be established 
for the recruitment and training of competent military and civilian personnel 
to serve in the areas of procurement, production, warehousing, and distribution 
of supplies and equipment, and related supply management functions. Rotation, 
promotion, and assignment policies within each military department will be 
adapted to assure the most effective use of trained personnel within these areas. 

J. Requiremerts Review.— 

1. In each military department, there shall be established and maintained, 
responsible directly to the Secretary of the military department concerned an 
office or agency charged with making an adequate and thorough audit and review 
of requirements for materiel, materials and facilities, including responsibility 
for monitoring the development of the systems and methods for computing such 
recuirements. 

K. Supply System Expansion Prohibited.— 

1. Effective on and after September 8, 1952, until modified by a directive issued 
by the Secretary of Defense, and regardless of any prior interdepartmental agree- 
ments, and without the necersity of any implementing directive described in 
paragraph IV I below, no additional independent or expanded supply facilities 
for common-use standard-stock items of supply shall be created without prior 
approval by the Secretary of Defense. 


IV. IMPLEMENTATION 
A. Basie Regulations Implemented by Outstanding Directives——Many of the 


foregoing Basic Regulations are wholly or partially implemented by outstanding: 


directives issued by the Secretary of Defense or by an office or agency of the 
Office of the Secretary of Defense. Other Basic Regulations will require imple- 
mentation by new or amended directives. The Secretary of Defense will issue 
instructions to designated officers of the Office of the Secretary of Defense to 
proceed with such implementation. 

B. Implementation by the Military Departmenis.—The regulations, procedures 
and instructions of the military departments will be progressively and promptly 
altered to reflect the changes made by each directive issued by the ene 
of Defense or his designee which either implements the Basic Regulations or 
otherwise regulates supply (hereinafter called “implementing directives’’), as 
follows. The Secretaries of the military departments shall, as soon as may be 
after the issuance of each implementing directive, and in any event within the 
time specified in such directive, cause regulations, procedures and instructions 
issued by them or their subordinates to be revised to incorporate the substance 
of such directive, and shall promptly submit to the officer issuing such implement- 
ing directive for approval such revision 17 regulations, procedures and instruc- 
tions (other than those relating to particular transactions) issued by the head 
of any bureau, technical service (including for the Air Force, the Air Materiel 
Command), or equivalent or higher authority. After making such changes, if 
any, in such revision as such officer may deem necessary to cause such revision 
to incorporate the substance of such implementing directive, such officer shall 
approve such revision, and such revision shall become effective upon the effective 
date specified in such approval. 

C. Other Methods of Ensuring Compliance.—The method of ensuring compli- 
ance set forth in paragraph B above is subject to the qualification that implement- 
ing directives may prescribe other means of ensuring compliance in cases in 
which the officer issuing such implementing directive deems that prior approval 
of such revision by him is unnecessary for effective implementation; provided 
that another effective method of ensuring compliance shall be prescribed in such 
implementing directive. In cases where proper implementation by the military 
departments consists merely of forwarding copies of the implementing directive, 
no approval under peraerabh B above or other means of ensuring compliance 
under this paragraph C need be required; provided that a copy of the published 


change in the regulations, | pegprege— or instructions of the military department. 


shall be promptly furnished to the officer issuing the implementing directive. 
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D. Joprenemente Initiated by the Military Departments.—The foregoing pro- 
visions of this section IV are not intended to prevent the military departments 
from initiating improvements in the midtary. seEply system which either imple- 
ment, or are not inconsistent with, the Basic Regulations. Copies of such changes 
in the regulations, procedures and instructions effecting such improvements shal! 
be promptly furnished to the appropriate officer of the Office of the Secretary of 
Defense. Such changes which implement the Basic Regulations to any sub- 
stantial extent should be submitted to the appropriate officer of the Office of the 
Secretary of Defense for approval prior to their issuance. 

E. Regulations Continued in Effect—Except as may be otherwise provided 
in any implementing directive, all regulations, directives, procedures and instruc- 
tions relating to procurement, production, warehousing, distribution of supplies 
or equipment, and related supply functions, originating within the Office of the 
Secretary of Defense or within the military departments, which were in effect 
on 8 September 1952, and those which are subsequently issued, and are not incon- 
sistent with this directive or other directives originating within the Office of the 
Secretary of Defense, shall remain in full force and effect until revised or changed 
as provided in this Section IV. 

V. CANCELLATIONS 

References (a) and (b) are canceled. 

VI. Errective Dats 


This directive is effective immediately. 
Wiiuram C. Foster, 
Acting Secretary of Defense. 


Assistant SECRETARY OF DEFENsz, 


Washington 25, D. C., 13 November 1958. 
Supriy anp LoaistTics 


MEMORANDUM FOR THE AssISTANT SECRETARY OF THE ARMY (MATERIEL) 
THE AssISTANT SECRETARY OF THE NAVY 
THE AssisTANT SECRETARY OF THE AiR Force (MATERIEL) 


SuBJECcT: Poles Sane for Ad Hoc Committee on Supply Systems for Common- 
use items. 


1. Preliminary discussions of the Ad Hoc Committee revealed the existence 
of certain restrictions in establishing working guidelines for use in the perform- 
ance of its assignment. The Committee has accordingly requested clarification 
on the following: 

(a) Are the DOD policies that were imposed on the study groups of the Supply 
Systems Studies by DOD Directive 4100.3 incumbent upon the Committee? This 
directive states in part: “Examination also will be given on a priority basis to 
the feasibility of assigning to a single military department responsibility for 
procurement, distribution, including depot storage and issue, and maintenance 
of common categories of supply.” 

(b) What are the present DOD general policies with respect to the supply 
systems of the military services as they apply to ‘ »mmon-use items? 

2. With regard to the first question, DOD ’ .ective 4100.3 of 9 August 1951 
evinces the existence of a prevalent trend at that time toward centralization of 
activities as being the immediate solution of many basic wr od problems, It 
appesrs apropos to provide the Ad Hoc Committee with a brief review of the 
highlights in the development of this trend. Upon enactment of the Nationa! 
Security Act of 1947, the initial effort in the area of supply was largely centered 
in the delegation of responsibility for single service purchase assignments among 
the military departments. The separation, however, of the purchase function 
from other closely interrelated supply functions created a number of impediments 
to efficient supply management. means of providing a solution to the problems 
thereby created was sought in DOD Directive 4100.1 of 17 July 1951, which was 
issued to clarify and amplify the Secretary of Defense memorandum of 17 
November 1949 promulgating the general assumptions for the establishment of a 
Department of Defense supply system. This directive introduced the concept 
that it was specifically desired that: 
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“Priority study shall be given to the feasibility of essigning to a single military 
department the responsibility for procurement, distribution, including depot 
storage and issue for classes of common. items of supply and equipment and depot 
maintenance of such equipment.” 

Subsequently DOD Directive 4000.8 was issued on 5 September 1952 setting 
forth basic milita supply regulations in accordance with the provisions of 
Section 638 of the DOD Appropriation Act of 1952. Of particular pertinency, 
Paragraph III C 7 of the directive states: 

“Integrated mays + Bang 1 rt for common-use standard-stock items will be devel- 
oped. In areas within the United States and overseas, supply support will be 
accomplished by single service assignment in which one department will meres 
all others or by cross-servicing in such areas in which supply support will be 
obtained by one department from the nearest or most economical source without 
regard to which department controls such source unless it can be demonstrated 
that such support will adversely affect military operations or will not result in 
net advantages to the Department of Defense as a whole.” 

The experience of the military departments indicates that in order to reduce 
supply problems to manageable proportion, emphasis at this time would be more 
advantageously directed toward greater efficiency within individual departmental 
supply systems and supply management functions, development of fiscal proce- 
dural means for effective and economical cross-servicing among the military 
services, and the closest practicable coordination of departmental supply systems. 
Future supply studies will not be confined to a review and analysis of a category 
of materiel, but will be directed toward the accomplishment of the foregoing 
principles on the basis of placing first things first. In addition, in line with the 
policy of this office to remain out of operations, the responsibility for conducting 
studies as they are required will be delegated to the military departments. Since 
the directive setting up the supply studies is not in conformity with this approach, 
it is accordingly being rescinded. 

3. Concerning the second question raised by the Ad Hoc Committee, the present 
rt policies as they apply to supply systems of common-use items are generally 
as follows: 

(a) There is no present, or intended, or desired, plan for the establishment by 
direction or indirection of a Fourth Department of Supply or to divide commodity 
segments among departments. 

(b) The following deficiencies disclosed by the supply system studies which 
must be corrected, while maintaining the autonomy of command, should be 
critically analyzed and resolved: 

(1) Financing and accounting procedures among the supply services should 
be completely reviewed and brought into consonance with each other to establish 
a firm basis essential to effective and economical cross supply support. 

(2) The total volume of inventories should be analyzed and reviewed by all 
services and reduced so far as possible in conjunction with the assigned missions 
of the respective departments. 

(3) The assets of one service should be utilized against the requirements 
(demands) of other services to the extent the total inventories can be reduced 
thereby in the most economical manner. 

(4) Transportation of supplies from distant points to points of use should be 
reduced by employing assets of other services on a basis mutually agreed upon 
by the respective departments involved. 

(5) Responsiveness of supply systems to command must be maintained in the 
military services to the extent they are in accordance with legislative reouire- 
ments and current DOD directives. This responsibility and authority will be 
strengthened by: 

(a) Interservice agreements being premised on the basis of principal-agent 
relationship with the definite assurance that the rec2iving service (principal) 
requirements will be performed by the providing service (agent) consistent with 
effectiveness and economy. 

(b) Interservice agreements being — out in detail, and specific arrange- 
ments with respect to one category of material not being applied to any other 
category in the absence of definite agreements. 

4. This approach is predicated upon the theory that at this time much improve- 
ment remains to be accompli in the supply management functions of in- 
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ventory control, purchase, transportation, distribution, cataloging, standards, 
financial management, and disposal. This condition warrants expending &@ major 
effort by the use of the best administrative talent to make the present systems 
ores to the maximum of efficiency before consideration of basic and disruptive 
changes to concepts and doctrines of supply support. Cia 

. 8S. Tomas. 


DepaRTMENT OF DereNnsE Directive No. 5160.11, Novemperr 4, 1955 


Subject: Single Manager Commodity Assignment for Subsistence, 
Reference: DOD Directive 4000.8, dated 17 November 1952 










I, AUTHORITY AND PURPOSE 


A. Pursuant to the authority vested in the Secretary of Defense by the 
National Security Act of 1947, as amended, and Reorganization Plan No. 6 of 
1953, a Single Manager Commodity Assignment is hereby directed within the 
Department of Defense, with authority, functions, responsibilities, and relation- 
px as set forth below. 

. The purpose of this assignment is to provide the most effective and 
economical means of supplying subsistence to the Armed Services. 







































Il, DEFINITIONS 






A. Subsistence-—All items classified under Group 89 in the Federal Supply 
Classification except for Class 8965. 
B. Single Manager.—The Secretary of a military department designated by 
e the Secretary of Defense to perform within the authority and purpose of this 
Directive and within policies established by the Secretary of Defense, all supply 
manage'nent functions related to g specified commodity for all military services. 

C, Administrative and Mission Support.—Includes budgeting, funding, fiscal 
control, training, manpower control and utilization, civilian personnel adminis- 
tration, security administration, providing personnel, space, facilities, supplies, 
and other administrative provisions and services necessary to carry out assigned 
missions, and mobilization planning relating thereto, 

D. Subsistence Advisory Group.—-A committee composed of a representative 
from each rrilitary service and the Single Manager, and established for the purpose 
of coordinating operating problems, 

E. Single Manager Stocks.—Subsistence acquired by and maintained in the 
supply distribution system, under the control of the Single Manager, down to 
but excluding the retail stocks. Generally, such Single Manager Stocks will be 
located at depots, supply centers, primary stockage points, and market centers. 
This includes all peacetime operating stocks, economic, contingency, and mobiliza- 
tion reserves in the Single Manager System other than stated in F below. 

F. Retail Stocks.—Subsistence necessary to be held and controlled by individual 
services for issue or resale in performance of assigned mission, and such pre- 
positioned subsistence for mobilization reserves which has been transferred from 
the Single Manager Supply System. 

G. Subsistence Stock Fund Division—A division of the Army Stock Fund 
established to finance the acquisition, distribution and sale and disposal of Single 
Manager Subsistence Stocks. 

H. Retail Stock Fund Divisions or Category.—The division or category of each 
of the stock funds for the four services established to finance the acquisition, 
distribution, sale and disposal of all retail subsistence stocks plus those stocks of 
subsistence overseas included in the stock funds of the services. 


Ill, DELEGATION OF AUTHORITIES AND RESPONSIBILITIES 


A. The Secretary of the Department of the Army is hereby designated as the 
Single Manager for Subsistence, subject to overell guidance, policies, and programs 
of the Office of the Secretary of Defense, with the responsibilities and authorities 
assigned under this Directive. The Secretary of the Army may delegate these 
authorities within his Department. , 

B. The Secretary of each Department shall be: responsible for the complete 
administrative and mission support of all installations and activities under his 
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jurisdiction, including administrative and mission support required to perform 
those functions assigned by the Single Manager. ilitary departments will 
furnish to the Single Manager complete data regarding administrative and 
mission support costs incurred on the basis of missions assigned by the Single 
Manager, as required for presentation to higher authority. 


IV, AUTHORITIES AND RESPONSIBILITIES OF THE SINGLE MANAGER 


A. Direct, within overall Office of the Secretary of Defense policies and guid- 
ance, all research and development into Garpaved tuntasiate. items, and methods 
within his commodity jurisidction, contracting for or assigning to 4 military service 
or services, the necessary research projects. 

B, Develop and direct a program of standards and specifications within the 
overall Office of the Secretary of Defense policies and guidance. 

C. Have complete responsibility for that part of the cataloging program affect- 
ing Class 89 within the overall Office of the Secretary of Defense policies and guides 
established for the Federal Catalog 1 -ogram. 

D. For current requirements, direct the phasing for submission by the military 
services, on a cyclical basis, of projected service ration strengths and consumption 
factors, or net requirements, by CONUS distribution depot area. 

E. Compute gross Single Manage: operating requirements and collate and 
analyze such requirements with relation to Single Manager inventory data for 
procurement purposes and disposal actions. 

F. Establish and maintain central control over CONUS depot and market cen- 
ter cold storage inventories owned by the Subsistence Stock Fund Division, and 
prescribe quantitative stockage objectives for such inventories. 

G. Prescribe requisitioning procedures to be utilized by the military services in 
requisitioning against CONUS distribution depots and/or market center, and di- 
rect the phased submission of requisitions to the appropriate CONUS depot or 
market center. 

H. Direct distribution and redistribution down to and including shipments from 
CONUS distribution depots and market center cold storage facilities of stocks 
owned by the Subsistence Stock Fund Division. 

I. Conduct procurement, pursuant to the provisions of the Armed Services 
Procurement Act, ASPR and APP (including contract administration and indus- 
trial mobilization planning), on the basis of the single assignment to the Single 
Manager for all centrally procured items. Designate those items to be procured 
locally. Exception of specific items (other than items designated by the Single 
Manager for local purchase) from the cognizance of the Single Manager will be 
authorized only by the Office of the Secretary of Defense at the request of the 
Single Manager. 

J. Establish and direct the program of acceptance inspection and quality con- 
trol for subsistence items procured by the Single Manager. 

K. Screen all excesses of subsistence stocks owned by the Subsistence Stock 
Fund Division and determine those items to be redistributed among CONUS 
distribution depots and/or market center cold storage facilities on the basis of a 
firm demand submitted by one of the military services, or «eclared surplus. 
Receive reports from military services as to excess subsistence stocks under their 
control, and direct the utilization or disposition of such excesses by redistribution 
and/or by measures requiring forced issue, if deemed necessary. 

L. Compute space requirements for storage and related activities by geographi- 
cal distribution areas. Request necessary space and related activities from the 
owning service. Establish and maintain records of space utilization. 

M. Direct the traffic management functions (routing, rate, and classification 
adjustments, and other functions) as required for the distribution and redistribu- 
tion to the depot level. Fund transportation costs for redistribution directed by 
the Single Manager. 

N. Establish and administer Subsistence Stock Fund Division from which sup- 
pliers will be paid and which wil! be reimbursed from military service funds on 
the basis of withdrawals by using activities. Establish prices and pricing 
procedures. 

O. Provide guidance for a civilian personnel program and training standards 
for all personnel assigned to or engaged in activities under direction of the Single 
Manager. Requirements peculiar to a particular military department will be 
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considered in the development of the program and incorporated therein by the 
yor Manager. 

. Prescribe reports to be furnished the a Manager by CONUS area dis- 
tribution depots, market center cold storage facilities, or other installations or 
facilities designated to perform area missions for the Single Manager. 

Q. Prepare reports as required by the Office of the Secretary of Defense. 

R. Assign the distribution mission for nonperishables for each distribution 
area to a military service which will operate (under procedures prescribed by the 
Single Manager pursuant to his authority under this Directive) the area distribu- 
tion depots from which all service installations in the area will requisition. Per- 
form the CONUS distribution mission for perishables down to and including 
shipments to requisitioning activities and/or receiving points designated by the 
using military services, old storage facilities of the military services excess to 
their needs may be utilized to the extent practicable. That assignment to a 
military department of a distribution or other mission, function, or service will 
not become effective until funds for financing such mission, function, or service 
can be budgeted therefor, unless required funds are made available by a corre- 
sponding elimination of a budgeted requirement for such purpose or by transfer 
of funds budgeted by another department. 

8. Establish and chairmau the Subsistence Advisory Group. 

T. Integrate officer personnel provided by each service into actual operational 
assignments within his organization. 

U. Receive separately from the military services requirements, broken down 
by CONUS depot distribution area, for mobilization and/or special program 
reserve stocks of the military service; procure; store at CONUS depots; and 
effect rotation as necessary. 

V. Direct, when necessary for rotation purposes, the consumption by all 
military services of mobilization stocks which were procured for ng service, 
except that the issue of special packaged operational rations, such as In-Flight, 
Combat and Emergency Sea Rations, will be subject to the concurrence of the 
Subsistence Advisory Group. 

W. Forward promptly to the Office of the Assistant Secretary of Defense 
(Supply and Logistics) problems, such as allocation of critical items in short 
supply, or the rotation of reserves, which cannot be resolved by the Subsistence 
Advisory Group, and require decision. 





V. IMPLEMENTATION 





A. The Assistant Secretaries of Defense, as necessity dictates, will issue oper- 
ating concepts, philosophies, and general objectives to the Single Manager. 
These statements, which will be fully coordinated, will become part of this Di- 
rective. 

B. Regulations, procedures, and agreements required to implement the pro- 
visions of this Directive will be developed and coordinated with the military serv- 
ices by the Single Manager or his designee within ninety days and copies trans- 
mitted to the Assistant Secretary of Defense (Supply and Logistics) for approval. 
The Assistant Secretary of Defense (Supply and Logistics) will coordinate the 
approval of such matters with other cognizant elements of the Office of the 
Secretarv of Defense. 

C. Matters which cannot be resolved by the Single Manager shall be referred 
—— to the Assistant Secretary of Defense (Supply and Logistics) for 

ecision. 





















VI. ANNEX 






The following Annex is incorporated as part of this Directive: 
Annex A: Statement of the related responsibilities of the Single Manager and 
the military services in connection with this commodity assignment. 


Vil. EFFECTIVE DATE 






This directive is effective immediately. 
Revsen B. Ronertson, Jr., 
Deputy Secretary of Defense. 
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Annex A. RELATED RESPONSIBILITIES OF SINGLE MANAGER AND THE 


MILITARY 
SINGLE MANAGER 


A. Direct all research and develop- 
ment into improved materials, items, 
and methods within his commodity 
jurisdiction, contracting for or assigning 
to a military service or services the 
necessary research and development 
projects, within the overall policies and 
guidance of the Office of the Secretary 
of Defense. 


B. Develop and direct a program of 
standardization and specifications within 
the overall Office of the Secretary of 
Defense policies and guidance. 


C, Operate as Central Cataloging 
Office in Federal Cataloging System for 
all items in Department of Defense 
classified in FSC Group 89. Establish 
and maintain complete central files of 
all approved Federal Catalog Data 
(Manual and EAM files) for items in 
FSC sgh 4 89. Act as central coordi- 
nating authority for review or develop- 
ment of all proposed new and revised 
Federal Cataloging Tools (names, de- 
scription patterns, reference drawings, 
etc.). Responsible for the development, 
publication, and maintenance of oper- 
ating catalogs or similar publications 
necessary for Department of Defense- 
wide management of FSC Group 89 
items. 

D. Direct, for current requirements, 
the phasing for submission by the mili- 
tary services, on a cyclical basis, of proj- 
ected military service ration strengths 
and consumption factors, or net require- 
ments, by CONUS distribution depot 
area. Compute gross Single Manager 
operating requirements and collate and 
analyze such requirements with relation 
to Single Manager inventory data for 
procurement purposes and/or disposal 
actions. 

E. Establish and maintain central con- 
trol over CONUS depot and market 
center cold storage inventories owned by 
the Subsistence Stock Fund Division 
and prescribe quantitative stockage 
objectives for such inventories. 


SERVICES 
MILITARY SERVICES 


A, Initiate requirements for research 
and development, and perform research 
and development as assigned by the 
Single Manager. Inform the Single 
Manager of use needs, and recommend 
and/or concur in adoption and stand- 
ardization or rejection of material. The 
services may initiate and perform re- 
search and development in areas of 

uliar interest to their requirements 
in accordance with established coordi- 
nating procedure, 

B. Accomplish such standards and 

ifications work as is assigned bv the 
ingle Manager. Inform the Single 
Manager of use needs, and recommend 
and/or concur in adoption and stand- 
ardization or rejection of material. 
Determinations on items peculiar to a 
single military service will remain with 
that service. 

C. Process requirements for Federal 
Catalog Data in FSC Group 89 through 
Single Manager. Convert to and uti- 
lize Federal Catalog data at the area 
distribution depots as assigned and at 
the using level. 


D. Provide the Single Manager with 
projected ration strengths and consump- 
tion factors or net requirements by dis- 
tribution depot area, as required on a 
cyclical basis, for current requirements. 


E. Submit inventory reports for 
Single Manager stocks from the as- 
signed CONUS distribution depot or 
cold storage facility, as required by the 
Single Manager. Maintain controi over 
retail stocks. 
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SINGLE MANAGER 


F. Conduct procurement pursuant to 
the Armed Services. Procurement Act, 
ASPR and APP (inchiding contract 
administration and industrial mobiliza- 
tion planning), on the basis of single as- 
signment to the Single Manager for all 
centrally procured items. esignate 
those items to be procured locally. 
Obtain approval of Office of the Secre- 
tary of Defense for exceptions from 
Single Manager cognizance, other than 
for. local purchase items. 

G. Establish and direet the program 
of acceptance inspeetion and quality 
control for subsistence. 

H. Direct distribution and _ redistri- 
bution down to and including shipments 
from CONUS distribution depots and 
market center cold storage facilities of 
stocks owned by the Subsistence Stock 
Fund Division. 


I. Compute space requirements for 
storage and related activities by geo- 
graphical distribution areas. Request 
necessary space and related activities 
from the owning service. Establish and 
maintain records of space utilization. 


J. Direct the traffic management 
functions of routing, and rate and classi- 
fication adjustments, and those others 
as required for distribution and redis- 
tribution to the depot level. Fund 
transportation costs for redistribution 
directed by the Single Manager. 

K. Screen all excesses of subsistence 
stocks owned by the Subsistence Stock 


Fund Division and determine those 
items to be redistributed among 
CONUS distribution depots and/or 


market center cold storage facilities, on 
the basis of a firm demand submitted 
by one of the military services, or 
declared surplus. Receive reports from 
military services as to subsistence stocks 
under their control and excess to their 
needs, and direct the utilization or dis- 
position of such excesses by redistri- 
bution and/or by measures requiring 
forced issue, if deemed necessary. 

L. Establish and administer a Sub- 
sistence Stock Fund Division from which 
suppliers will be paid and which will 
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MILITARY SERVICES 


F. Procure those items designated by 
the Single Manager for local procure- 
ment. 


G. Perform acceptance inspection 
when requested and as directed by the 
Single Manager. 

H. The requisitioning activities desig- 
nated by the military services, and as 
eppeosed by the Subsistence Advisory 

roup, will submit requisitions to appro- 
priate CONUS area distribution depots 
and/or market centers as directed by the 
Single Manager. Redistribution of re- 
tail stocks will be controlled by the using 
military departments, but coordinated 
with the Single Manager as necessary. 

I. Conduct storage and related func- 
tions at designated area. distribution 
depots, providing effective logistical 
support te consuming agencies, irre- 
spective of service, in accordance with 
the policies and procedures of the Single 
Manager. Maintain records, and sub- 
mit space and operating reports as 
prescribed by the Single Manager. 

J. Perform necessary operational 
transportation functions at area distri- 
bution depots; effect delivery to con- 
suming installations. Fund transporta- 
tion costs for movement of supplies from 
its depot to all consumers, regardless of 
service. 

K. Screen all excesses of subsistence 
stocks under the direct control of the 
military service and determine those 
items to be redistributed among the 
requisitioning agencies of the military 
service concerned, or reported to the 
Single Manager as excess to the needs 
of the military service. 


L. Maintain a Retail Stock Fund 
which will reimburse the Subsistence 
Stock rund Division for withdrawals by 
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MILITARY SERVICES 


be reimbursed from Retail Stock Fund 
Divisions on the basis of withdrawals 
by using activities. Establish prices 
and pricing procedures. 


M. Provide guidance for a civilian 
personnel program for all personnel 
assigned to or engaged in activities 
under direction of the Single Manager. 

N. Receive separately requirements 
from the military services, broken down 
by CONUS depot distribution area, for 
mobilization and/or specia) program re- 
serve stocks of the military services; 
procure; store at CONUS depots; and/or 
issue to the military services as re- 
quired; and effect rotation as necessary. 

O. Prepare such reports as required 
by the Office of the Secretary of Defense. 


P. Direct, when necessary for rota- 
tion purposes, the consumption by all 
military services of mobilization reserve 
stocks which were procured for any 
service, except that the issue of special 
pecome oe rations, such as 
n-Flight, Combat and Emergency Sea 
Rations, will be subject to the concur- 
rence of the Subsistence Advisory Group. 


SINGLE MANAGER 


using activities, finance inventories ac- 
quired by local purchase and inventories 
held for overseas distribution and issue, 
utilizing prices established by the 
Single Manager. Military services will 
prepare and support their respective 
budgets in the normal manner and ad- 
minister their respective funds. 

M. The existing Civilian Personnel 
Offices of the military services will be 
utilized in carrying out the civilian 
personnel program. 

N. Submit requirements for military 
services mobilization and/or Special Pro- 
gram reserve stocks. 


O. Provide such information to Single 
Manager as may be required for reports 
to the Office of the Secretary of Defense. 

P. Participate in such stockage revi- 
sions as necessary to provide rotation 
of stocks held in reserve. 
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DEPARTMENT OF DerensEeE Directive 5160.12 


JaNnvarkY 31, 1956. 


Subject: Policies for Implementation of Single Manager Assignments. 
References: (a) National Security Act of 1947, as amended. 

(b) Section 638, DO oy a riations Act, 1953. 

(c) DOD Directive 4000.8, November 17, 1952. 


I, PURPOSE AND OBJECTIVE 


A. The purpose of this directive is to further implement references (a), (6), and 
(c). This is being done by establishing a basic pattern of organization and 
procedures for Single Manager assignments for common use items or common 
service activities within the Department of Defense. 

B, The prteery objectives of Single Manager assignments are: 

1. To eliminate duplication and overlapping of effort between and among 

military departments. 

2. To improve the effectiveness and economy of supply and service opera- 
tions throughout the Department of Defense. 


Il. DEFINITIONS 


A, Single manager 


The Secretary of a military department designated by the Secretary of Defense 
to be responsible for the organization and operation of a particular Single Manager 
assignment for specified categories of common use items or common service 
activities. 


B. Executive director 


The individual designated by the Single Manager to manage the operating 
agency established by the Single Manager. 


C. Administrative committee 


A group designated to assist the Executive Director in identifying and over- 
coming problems concerning the operation of the Single Manager assignment. 
This Committee is a group of specialists meeting to recommend solutions of par- 
ticular problems and to promote the effectiveness and economy with which the 
agency meets the needs of the military departments. Its membership shall be 
as follows: 

1. Executive Director, Chairman. 
2. A representative from the Army, Navy (or Marine Corps at the dis- 
cretion of the Secretary of the Navy), and the Air Force. 
3. Assistant Secretary of Defense (Comptroller) or his representative. 
4. Assistant.Secretaries of Defense appropriate to the commodity or 
service, or their representatives. 
The Committee may be augmented by technical personnel from military depart- 
ments, asdetermined by the Single Manager, and as commodity or service problems 
under consideration dictate. This Committee is neither a policy board nor an 
executive directorate. 


D. Administrative support 


The provision of personnel, space, facilities, and supplies, including the related 
budgeting, funding, fiscal control, training, manpower control and utilization, 
personnel administration, security administration, mobilization planning, and 
any other administrative provisions and services, necessary to carry out Single 
Manager assignments. 


E. Supply management 

The exercise of direction and control of all phases of supply operations, including 
the functions of cataloging, standardization, net requirements determination, 
procurement, production, inspection, storage, distribution, disposal, transporta- 
tion, maintenance, and mobilization planning. 
F. Ownership 


As used herein, the po oy Manager shall be considered to “own” an inventory 
of commodities when such inventory is carried in the accounts of a division of 
the stock fund assigned to him for this purpose. 
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G. Wholesale distribution 


The operation of an area depot or other distribution system ee gas to issue 
products in bulk quantity to the appropriate retail distribution level. 


H. Common-use items 


A class or category of items, of commercial type, generally used throughout the 
military and civilian economies. 


I. Common-service activities 


Readily indentifiable categories of support-type services of a semicommercial 
nature, utilized by two or more military departments for substantially the same 
purposes designated by the Secretary of Defense for single management 
assignment. 


A. General 


The Single Manager plan will be employed, as appropriate, for the management 
of common-use items and common-service activities within the continental 
United States, and may be extended to include operations outside the continental 
United States, as directed by the Secretary of Defense. 


B. Organization 


1. Upon designation as a Single Manager, that Secretary will make appropriate 
organizational arrangements for carrying out this responsibility through an oper- 
ating agency. The basic pattern of organization set Torti herein will be followed 
except where justifiable deviations are approved by the Secretary of Defense. 

2. The Single Manager will designate an Exécutive Director of the operating 
agency who will have no other duties but to direct the functions of that agency. 
Such appointments will be subject to the approval of the Secretary of Defense. 
The Executive Director will be responsible to the departmental Secretary through 
channels prescribed by that Secretary. 

3. In setting up his organization and in carrying out of his responsibility, the 
Single Manager and his Executive Director will make optimum use of existing 
facilities, skills, personnel, and organizational units previously engaged in similar 
pursuits, both in his department and the other military departments. 

4. Upon the establishment of a Single Manager assignment, the other military 
departments will eliminate duplicate functions and activities which have become 
the responsibility of the Single Manager. 

5. The operating agency will be staffed by civilian and military personnel from 
one or more of the military departments, as appropriate. In setting up the 
agency necessary adjustments between military departments will be made with 
respect to personnel and funding. 


Ill, POLICY AND INTENT 


C. Administrative Commitiee 


1. An Administrative Committee, a joint group described in detail in paragraph 
II-C above, will be formed for each Single Manager assignment to assist the 
Executive Director. The Committee will meet once a month, or more often on 
call. 


D. Applications—Common-use items 


1. The Single Manager will be responsible for the performance of all functions 
of supply management assigned to him. 

2. ponsibility for program requirements will continue with the individual 
services. Service program requirements will be furnished to the Single Manager, 
through the Executive Director, by the military departments, together with the 
pertinent assumptions on which the computations are based. 

3. Wholesale distribution will be effected through the use of those facilities 
regardless of military department ownerhsip, best suited to meet effectively an 
economically the requirements of the services and the area served. Such dis- 
tribution facilities shall be operated with administrative support furnished by the 
department which owns the omy The mili department owning the facility 

ill be responsible to the Single Manager, through the Executive Director, for all 
necessary elements of supply management relating to the commodities owned by 
him and stored and issued from such facility. 

4. Periodically, as he deems necessary, the Executive Director may call for 
summary stock status and consumption information with respect to materiel 
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held by the military departments at retail level. The Executive Director will also 
request reports at regular intervals with respect to materiel known by the mili- 
tary departments to be in substantially long or short supply. 

5. All stocks, both operating and reserves, under the control of the Single 
Manager, shall be owned by his operating agency and financed by a separate 
division of a single stock fund. 

6. Stocks held at levels below the ownership of the Single Manager will be 
rotated when required to maintain their quality, through arrangements to be 
agreed upon between the Single Manager and the military department concerned. 


E. Applications—Common-service activities 


1. The basic pattern of Single Manager organization outlined herein will, 
except as noted in 2 and 3 below, apply to Single Manager common-service ac- 
tivity assignments. 

2. In respect to Single Manager assignment for common-service activities, the 
military departments shall furnish their requirements to the Single Manager, 
through the Executive Director, in the manner which he prescribes. 

3. The operating agency providing the common service will be financed by a 
single working capital fund whenever income and expense are involved. 


IV. IMPLEMENTATION 


The Single Manager plan will be put into effect by specific directives for each 
commodity group or type of service. 


V. EFFECTIVE DATE 


The provisions of this directive are effective immediately. 
©, E. Wiuson, Secretary of Defense. 
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MINORITY REPORT 


INTRODUCTION 


The majority report does not follow in the tradition of objectivity 
which has distinguished many of the committee’s earlier reports. 
Instead, it seems designed to bolster certain prepossessions against 
Secretary of Defense Wilson, Assistant Secretary Pike, and Secretary 
of the Navy Thomas. For this reason there is an obligation to submit 
this statement in order to place in proper perspective the testimony of 
Department of Defense officials respecting their efforts to bring about 
improvements in military supply management. 

The undersigned are compelled to take issue with the report on two 
basic points. First, it lacks support for certain allegations it puts 
forth; second, it unjustifiably makes personal disparagement of 
prominent, dedicated, patriotic public servants. Running through 
the report are various serious charges against Department of Defense 
officials. They are accused of ignoring the law, seeking to thwart the 
will of Congress, taking steps away from unification, failing to exercise 
authority, being unwilling to accept responsibility, and administering 
laws according to convenience rather than in the public interest. The 
basis for these allegations does not survive comparison with the record 
of the hearings. 

It is of interest that in commenting on the Hoover Commission’s 
Report on Food and Clothing, the majority report states: 

The report is an indictment of the present day leadership of the Department 


of Defense for not carrying out the intent of Congress to unify the supply systems 
of the three military departments in the Department of Defense. 


This is the same Hoover Commission report which is prefaced by 
the following statements: 


Our country enjoys a magnificent military personnel and the civilian heads 
of the services are of great ability and fine devotion. 

* * * We have had the cooperation of the departments and their officials 
who are aware of the problems and are earnestly seeking their solution. 

The committee report not only abuses selected Department of 
Defense officials, but portrays situations and facts in a manner cal- 
culated to discredit the present administration of the Department 
of Defense. 

It cannot be denied that difficulties have been and are still being 
encountered on the way toward an integrated supply system in the 
Military Establishment. However, the majority report fails to depict 
the situation accurately. To the extent that it is insinuated that 
the present administration has taken only steps away from an inte- 
grated supply system, the undersigned must register their disagreement. 

The record shows that progress is being made in creating a unified 
operating system out of components which have developed separately 
since 1775. It must be recognized that the difficulties and differ- 
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ences in question are closely interwoven with deeply rooted military 
traditions and procedures. As pointed out by the task force, 

Each of these systems, with the exception of the Air Force system, which 
attained separate status under the National Security Act of 1947, can be traced 
to the legislative acts passed by the Continental Congress which gave status to 
the military services themselves (task force report, p. 1). 

Similar difficulties existed during the Truman administration. 
Former Secretary of Defense Lovett noted them as being encoun- 


tered— 


where certain ardent separatists occasionally pop up with the suggestion that 
the Secretary of Defense play in his own backyard and not trespass on their sepa- 
rately administered preserves (Hoover Commission report, p. 4). 

Now it is proposed to lay all these sins at the door of ‘the present- 
day leadership of the Department of Defense.” An effort is made to 
exact retribution from Secretaries Wilson, Thomas, and Pike for short- 
comings of their predecessors, as well as for the natural reluctance of 
the military services to surrender their prerogatives. 

The fact is that Messrs. Thomas and Pike did assure the subcom- 
mittee of their wholehearted support of the laws enacted by Congress 
and that they would give full and complete consideration to the recom- 
mendations of the Hoover Commission. 


THE INTENT OF CONGRESS 


In view of the repeated allegations that officials of the Department 
of Defense have not complied with the laws enacted by Congress, it is 
essential to look briefly at what the record in these hearings indicates 
the law to be. Congressional enactments relating to the Defense 
supply system are found in three acts: The National Security Act 
of 1947, the National Security Act Amendments of 1949, and the 
O’Mahoney amendment, section 638 of the Department of Defense 
Appropriation Act, 1953. 

The National Security Act of 1947 directed the Secretary of Defense 
to “take appropriate steps to eliminate unnecessary duplication or 
overlapping” in the field of supply, but that act did not give the 
Secretary of Defense sufficient authority to carry out this and other 
— of the act. The power given by that act to the Munitions 

oard was also without strong implementing authority. 

The powers of the Secretary of Defense were strengthened by the 
1949 amendments. These amendments indicate the clear congres- 
sional understanding that the authority there granted to the Secretary 
of Defense to exercise ‘direction, authority, and control” over the 
military departments was adequate to authorize him to “eliminate 
unnecessary duplication or overlapping” in the field of supply. It is 
noteworthy, however, that the means of achieving this deat were left 
to the discretion of the Secretary of Defense. 

The careful approach of Congress was further demonstrated by 
the substitution of the O’Mahoney amendment for the Bonner bill in 
1952. It seems clear from the O’Mahoney amendment that Congress 
wished to adopt a flexible approach and to leave to the discretion of 
the Secretary of Defense a determination of the best procedures and 
methods for perfecting the Department of Defense supply system. 

Thus it may be said that Congress, having expressed its desire that 
the Secretary of Defense eliminate unnecessary duplication and over- 
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lapping in the departmental supply systems, has refused, first in 1947, 
in in 1949, and most recently in 1952, to direct the establishment 
of any specific type of supply or distribution system. Instead, Con- 
has specifically entrusted to the discretion of the Secretary of 
efense the power to determine the best methods for ae the 
supply and distribution problems of the Department of Defense. 
These actions have been fully in keeping with the reiterated intention 
of Congress to modify the organization of the Department of Defense 
by moderate and evolutionary, rather than drastic, methods. 
It is of the utmost significance that the majority report itself reflects 
exactly this attitude. The report states: 


Your committee is not at this time passing on the desirability of the specific type of 
supply agency organization in the Department of Defense. [Italics supplied.]} 

Thus, despite the abuse it directs at officials of the Department of 
Defense, the majority here concedes what is clear in the law, that the 
Secretary of Defense is in a position to determine the best methods for 
compliance with the law and that, although Congress has expressed 
its intent that the military supply system be integrated to prevent 
overlapping and duplication and to promote efficiency and economy, 
the best means to this end are left to the discretion of the Secretary 
of Defense. 

On November 17, 1952, Department of Defense Directive 4000.8 
was issued following the intent of the O’Mahoney rider and other 
statutes of Congress. Section II-C of the directive reiterates sub- 
stantially the language contained in the O’Mahoney rider. Directive 
4000.8 has been in constant use as a basic supply directive since its 
issuance. 


THE THOMAS DIRECTIVE OF NOVEMBER 18, 1953 


On page 13 of the majority report an attempt is made to show that 
the omas directive of November 13, 1953, erased the effect of 
Department of Defense Directive No. 4000.8. In a section more dis- 
tinguished for its art than its substance, the report, without stating so 
directly, attempts to convey the impression that the memorandum of 
November 13 directly rescinded DOD Directive 4000.8: “After 
quoting No. 4000.8, Secretary Thomas’ directive states,’ says the 
report, and then goes on to reproduce, out of context, a portion of 
Secretary Thomas’ directive which ends: 

* * * Since the directive setting up the et studies is not in conformity with 
this approach, it is accordingly being rescinded. 

When read in context this quotation from Secretary Thomas’ 
directive shows clearly that reference is made to former Teéparitinoent 
of Defense Directive 4100.3. It does not refer to Department of 
Defense Directive 4000.8. As a matter of fact, DOD Directive 
4000.8 has never been rescinded and is still in effect. 


SINGLE MANAGER PROGRAM 


_ Despite its direct admission, previously cited, that ““Your committee 
is not at this time passing on the desirability of the specific type of 
supply agency organization in the Department of Defense,’ the 
report devotes several pages to analysis of alleged shortcomings of the 
single-manager approach to an integrated supply system. 
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The single-manager plan has been developed by the Department of 
Defense after several years of study and is the Department’s answer 
to the repeated requests from Congress for an efficient, economical, 
and practical operation along the lines of an integrated supply system. 

The report concludes that— 

By and large the single manager, under DOD Directive 5160.11, is a procurement 
agent and a wholesale distributor at the regional or area level. 

This is a generalization designed to minimize the scope of the 
assignment. 

If the anonymous analyst by whom the committee had the directive 
analyzed can ascertain these functions, it seems inexplicable that he 
failed to notice the references to all of the other functions to be 
performed by the single manager, which are similarly listed in para- 
graph IV of the directive (appendix A): Research and development, 
standards and specifications, cataloging, requirements, central control, 
procurement direction, inspection, screening of excess and direction 
of forced issue, traffic management, financial management, personnel 
and training. It is obvious that these functions involve considerably 
more than the performance of the duties of a procurement agent and 
a warehouseman. 

As if this weren’t enough, the majority’s misconstruction of the 
directive is even further magnified by the following statement in the 
same paragraph: 

Similarly there is no provision for * * * intelligent utilization by each service 
once the procurement has been done by the single manager and the supplies 
turned over to the military services. 


Certainly the forced issue of excesses, redistribution authority for 


all stocks, assignment of distribution missions, authority for stock 
rotation, and other provisions—all of which are set forth—are designed 
to insure effective management. Despite all of the hobgoblins the 
committee sees in the plan, the committee then proceeds, ironically 
enough, to take credit for its establishment—‘‘Starting last November 
the work of your committee began to bear fruit.”’ 

The report goes on in condescending fashion to discuss Secretary 
Wilson’s adoption of the principle of the “single manager.’’ Although 
noting that the DOD Directive 5160.12 “seems to be aimed in the 
direction of more unified supply management,” the report neverthe- 
less makes it an excuse for castigating the Secretary of Defense for 
being unwilling to accept responsibility. Noting the differences be- 
tween DOD Directives 5160.11 and 5160.12, the majority mfers a 
dereliction of duty, because “there was no acknowledgment of the 
changes made by one directive in another’’, 

The undersigned have no desire to detract from the committee the 
credit that it is due for eminently worthwhile efforts, but rather 
concede that in the exercise of its legislative oversight function the 
committee has spurred the Department of Defense to a more deter- 
mined effort in the direction of an integrated supply system. Never- 
theless it must be candidly stated that the single-manager plan could 
not have been developed overnight. 

While the report goes to some extent to malign the DOD program 
of internal improvement within the military supply systems, it fails 
to coneede progress achieved in such areas as the development of a 
common catalog, the conversion of service identifications to those 
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provided by the common catalog, and the development of an effec- 
tive standardization program. 

The point should be made and clearly that the development of 
these programs took time and has resulted in a considerably umproved 
supply situation within the DOD from a management point of view. 
These programs form part of the foundation upon which projects 
such as the single-manager plan are based. DOD Directive 5160.11 
applies single management to subsistence. If it were not for the fact 
that subsistence items are cataloged and have been converted to 
uniform use throughout the Military Establishment, the single- 
manager subsistence assignment would not have been feasible. 

Clearly, development of the single-manager plans took time, and a 
longer period than the majority admits as necessary. 

In programing the various elements of the Department of Defense 
supply system to a point where the single-manager plan could be 
applied, with simplicity and without any upheaval, the responsible 
Department of Defense officials do not seem to be the villainous and 
insidious characters they have been portrayed to be. 


THE NAVY RECORD IN ELIMINATING SPOILAGE 


The criticism directed at the Navy’s lack of effective policy con- 
cerning overage rations should be tempered by reference to evidence 
which disclosed a fine Navy record in reducing spoilage of food to a 
minimum. In 1954, for example, the Navy served $282 million worth 
of food. Of this amount only $916,000 worth of food was lost through 
spoilage. This includes perishables and nonperishables. The per- 


centage of this loss is only one-third of 1 percent. Moreover, the 
average cost was $1.07 per man for three good meals. 

It is the belief of the undersigned that the people who will read the 
report are entitled to know of the accomplishments as well as the 
mistakes of their Government. It should not be insinuated that the 
supply management of the Military Establishment is characterized 
only by inefficiency and intransigence. 


TRANSSHIPMENTS OF TOMATOES 


The report is strangely silent on another very significant improve- 
ment made by the DOD in recent years. 

The Hoover Commission task force report cited, as perhaps its most 
compelling example of the need for unified procurement, two cases— 

(1) The Army shipped from California to New York 807,000 
pounds of tomatoes at the same time that the Navy was shipping 
775,000 pounds of tomatoes from the east coast to California. 

(2) The Army shipped 1,120,000 ounds of tomatoes to Texas from 
5 Midwestern States at the same time that the Navy was shipping 
933,000 pounds of tomatoes from Texas to the east coast. 

The fetes incidents occurred in 1951—2 years before the present 
administration came to power. 

Assistant Secretary Pike testified that on April 23, 1953, a joint 
Army-Navy agreement concerning procurement, storage, and distri- 
bution of nonperishables was made, and that continuous arrange- 
— were set up to guard against such a recurrence of that sort of 
hing. 
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He further testified (p. 57 of record) that from May 1, 1933, to 
March 1, 1955, interservice transfers of nonperishable items amounted 
to 31,866,000 pounds from the Army to the Navy and 11,707,000 
pounds from the Navy to the Army. 

This improvement certainly seems to be worthy of note. 




















ALAMEDA MEDICAL SUPPLY TEST 





The majority sees much dire significance in the discontinuance of 
the Alameda medical test in 1954. After having discussed the matter 
at some length it concludes with the statement 

It is obvious that, while DOD Directive 4000.8 was not legally rescinded, Secre- 
tary Thomas’ and Secretary Pike’s office cireumvented and undermined its effect 
and that of the O’Mahoney amendment. 

Surely the majority does not mean to suggest that the discontinu- 
ance of the Alameda test is tantamount to repeal of the O’Mahoney 
amendment. The test involved primarily only one warehouse or 
depot. 

Secretary Thomas indicated that he used none of his influence 
either as Assistant Secretary of Defense or Secretary of the Navy to 
bring about a discontinuance of the test and made his decision on the 
basis of a broad study of all the interested areas and interested depart- 
ments. The fact that the test was inaugurated in 1952 and was not 
discontinued until late in 1954 would seem to indicate that a cautious, 
careful and thorough analysis was conducted before the decision was 
made to terminate the experiment. Obviously, as in all decisions of 
this nature, the impact of a course of action on the Department of 
Defense military supply system must be gaged and decision as to any 
course of action must be predicated on what is good for the system as 
a whole and not one isolated area. The fact that the Alameda medical 
supply test was terminated does not in any manner or in any way 
invalidate the lessons learned in the test. 

The single-nanager supply system for common-use items goes far 
beyond the three basic supply functions of purchase, storage and 
issue, and depot maintenance tested at Alameda. It encompasses all 
of the supply-management functions, from computation of net require- 
ments through the issue of stocks from area wholesale distribution 
depots, all under the control of one service. It eliminates duplication 
and overlapping, and achieves reduction in stocks and a saving on 
transportation costs. It provides further for automatic interservice 
supply support and accomplishes the basic objective of the DOD 
miltar)-4 »ply programs, the maximum utilization of all material 
assets, facilities, skills, and personnel, regardless of which military 
service controls them. 























THE ATTACK UPON BUSINESSMEN 











Why section B was included in the majority report at all is a matter 
for conjecture. It obviously has no pertinence to the subject under 
study. It amounts to a sly attack upon businessmen in Government 
and seems strangely out of place in a report of this type. 
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ADDITIONAL ASPECTS 


The majority report indicates that the exchange of correspondence 
between Mr. Hoover and Secretary Wilson was a hasty reconciliation 
in the face of the committee hearings. This view is fully refuted by 
the explanation by Secretary Pike, that criticism which the Depart- 
ment had earlier expressed was of a magazine article, and not of the 
Hoover Commission report or the task force report. Obviously, no 
“reconciliation’”’ was called for. There has been set forth above the 
reiterated support for the Hoover Commission reports expressed by 
each official of the Department of Defense appearing before the sub- 
committee. 

The majority report appears to blame the Secretary of Defense 
and his chief civilian aides for being ill-informed and for accepting the 
information furnished them by the military departments. To the 
contrary, Secretary Pike testified that he and employees in his office 
made independent inspections to verify the information which had 
been received. It is not supposed that the majority means seriously 
to suggest that the Secretary of Defense and his assistants and the 
secretaries of the military departments should not rely on the informa- 
tion furnished them by their subordinates, but should engage in per- 
sonal verification of all reports on operations of the Department. 

It is noted that the majority report states that ‘According to the 
testimony of Assistant Secretary of Defense Pike, there has been little 
progress in extension of cross-servicing in the field of subsistence.” 
Secretary Pike testified that there had been cross-servicing worth 
$15 million from May 1953 to April 1955 in the use of long stocks of 
subsistence and that $11 million worth of clothing alone had been or 
would be exchanged from November 1953 to December 1954. This 
appears to refute directly the statement the majority report errone- 
ously attributes to Secretary Pike. If the majority intends to imply 
that $26 million is “little,” the undersigned wish to register a mild 
dissent. 

The report points out that in 1951 under the previous administration 
the Navy Department opposed cross-servicing whereas in these hear- 
ings the Secretary of the Navy testified that ‘‘the Navy Department 
now is very actively working for further cross-servicing.”’ LIllogically 
enough, the majority cavils at what it calls “the shifting attitude of 
the Navy Department on cross-servicing.’” The shift was made by 
Secretary Thomas in the direction the committee approves. This 
would seem to have merited a word of approval. The censure should 
have been directed at the former officials. 

The committee majority suggests concurrence in the view that 
service opposition killed the Armed Services Textile and Apparel 
Procurement Agency. When asked about this very issue, Secretary 
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Higgins indicated clearly that the ASTAPA had been discontinued 
pursuant to specific legislation by Congress. 


Ciare E. Horrman, 
Crem, M. HarpeEn, 
CLARENCE J. Brown, 
Cuarwes R. Jonas, 
Minority Members of the Executive and Legislative 
Reorganization Subcommittee. 
We concur in the foregoing views: 
R. Water RIesuMAN. 
Cuar.es B. Brownson. 
GLENARD P. Lipscoms. 
B. Carrouu REEcE. 
J. ARTHUR YOUNGER. 
Vicror A. Knox. 
Orro KRUEGER. 
Witiiam E. MINSHALL. 





ADDITIONAL VIEWS OF HON. CLARE E. HOFFMAN 
AND HON. CHARLES R. JONAS 


The unfavorable publicity which the Navy received on the subject 
of hamburgers while not entirely deserved was largely of its own 
making. The Hoover Commission Task Force Report on Food and 
Clothing had reported the Navy as having on hand, as of August 1954, 
886,020 pounds of hamburger. The information on which this report 
was based came from the Navy itself and admittedly is correct. When 
asked the amount of issue, the Navy responded with the replenishment 
figure for October, which was 1,233 pounds per month. By simple 
arithmetic this works out to be a 60-year supply of hamburger. 

Not until Department of Defense officials appeared as witnesses 
before the committee did they call attention to the fact that the issue 
rate for the full year was 14,520 pounds per month—a substantial 
difference from the replenishment figure of 1,233 pounds per month. 
At the issue rate 886,020 pounds is hardly more than a 5-year supply. 

Moreover, it was also brought out that the hamburgers, along with 
some 12 other special items, were not normal day-to-day ration items. 
They constituted a special combat mobilization reserve, designed to 
be delivered to the docks in a matter of hours in an emergency. They 
were specially tinned, had less fat content, were partially cooked, 
required no refrigeration, and could be eaten cold or warmed or cooked. 
If and when these hamburgers should no longer be required for such 
purpose, the entire amount on hand in August of 1954 could have 
been consumed in five meals by the Navy and Marine personnel then 
being subsisted in general messes. 

Notwithstanding the fact that the Navy officials testified that the 
entire stock of hamburger on hand in August of 1954 could have been 
forced out within a week’s time by the Navy through the 2 million 
meals a day it serves, the undersigned feel that criticism is due those 
responsible for failure to maintain satisfactory turn-over rates in order 
to keep the mobilization reserve stocks fresh. This is brought out 
by the fact that some of the hamburger on hand in August 1954 had 
been acquired in 1950 and 1951. Incidentally, it should be noted to 
the credit of the Navy Department that it did not acquire any ham- 
burger in 1954. 

In view of the extended comment on what the majority is pleased 
to refer to as “The elusive supply depot at New Orleans’ the under- 
signed feel that the explanation submitted by the Navy Department 
should be given consideration. Since it is not included in the majority 
report, a portion of it is included here: 

During World War II, there were two activities in New Orleans; the naval 
station in Algiers, and the Naval Supply Depot, New Orleans, in the city of New 
Orleans itself. 

The Naval Supply Depot, New Orleans, was established in July 1942. It was 


on leased property. During World War II, this depot served as a distribution 
point for nonperishable provisions and other supplies. Upon disestablishment of 
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the Naval Supply Depot, New Orleans, in 1946, its function of ser as a dis- 
tribution point for nonperishable provisions was transferred to the Naval Air 
Station, Pensacola, which at the time was also a stocking point for provisions. 
In March 1954, NAS Pensacola was disestablished as a distribution point for 
nonperishable provisions and the Naval Station, New Orleans, was assigned this 
function. The Naval Station, New Orleans, already had stocks of nonperisahble 
provisions for support of its own messes. This c we Y in supply pattern was 
made to take advantage of better transportation facilities and rates. No new 
construction was necessary and no creation of a new installation. [Italics supplied] 

In 1952 the Department of the Army disestablished the Army General Depot, 
Memphis, as a distribution point for nonperishable provisions. It was reestab- 
lished in 1954 as a backup depot for overseas shipments of nonperishable provisions 
through the port of New Orleans. The Army general depot at Memphis will not 
have a balanced stock of nonperishable provisions with which to render support 
to continental United States activities until mid-1955. 

The Naval Station, New Orleans, has been providing support for the Naval 
Air Station, Dallas, for nonperishable provisions because the Army general depot 
at Fort Worth did not carry a balanced stock of nonperishable provisions until! 
March 31, 1955, and was thus unable to render support to the Naval Air Station, 
Dallas. Dallas is not much closer to the Army depot at San Antonio than to 
New Orleans. 

A cross-servicing agreement is being prepared to provide for nonperishable 

rovisions support with the Army to NAS Dallas through the Army General 
epot, Fort Worth, now that the latter is capable of rendering support (hearings, 
pp. 110, 111). 
CuarE E. Horrman, 
Cuartes R. Jonas. 





ADDITIONAL VIEWS OF HON. GEORGE MEADER 


I concur in the criticism in the majority report of the military 
services for flouting the clear will of Congress that an integrated 
supply system for common-use items be established in the armed 
services. 

I also concur in the minority report’s condemnation of the efforts of 
the majority to make partisan political capital out of this failure. 
Both Democratic and Republican administrations have been in- 
capable of controlling the huge bureaucracy in the armed services, 
both civilian and uniformed, which has consistently, regardless of 
top management, gone ahead with its separatist, empire-building 
policies. 

I served as a member of the Bonner committee in the 82d Congress, 
which in my judgment made significant contributions to efficiency in 
the armed services by its exploration of the effort of the Air Force, 
in a Democratic administration, to establish its own supply system 
for common-use items which had theretofore been supplied the Air 
Force by the Army. 

On April 9, 1952, when the Defense Department appropriation bill 
for the fiscal year 1953 was before the House, I offered the following 
amendment: 

Sec. 636, No part of the funds herein appropriated shall be used to expand the 
personnel, facilities, or activities of the Department of the Air Force to establish 
or maintain a separate system for providing such supplies and services as were 


furnished to the Department of the Air Force by the Department of the Army 
prior to August 1, 1951 (Congressional Record, Apr. 9, 1952, p. 3992). 


That amendment was adopted by the House by a vote of 134 to 87. 

On June 28, 1952, a similar amendment was adopted to the sup- 
plemental appropriation bill, 1953, agreed to by consent of the com- 
mittee. 

In the Senate a substitute, known as the O’Mahoney amendment, 
was adopted which in essence directed whe Secretary of Defense to 
take such steps as were necessary to execute the will of Congress 
as announced in my amendment. 

My own view at the time was that something more rigid than 
instructions to the Secretary of Defense was required. Even though 
the prohibition against the use of appropriated funds was harsh, I 
doubted that any Secretary of Defense could effectively cope with the 
Seber internal forces within his Department opposed to the will of 

Yongress. 

The current study of the committee and its Report on Food and 
Clothing satisfies me that the soft approach of the O’Mahoney 
amendment did not succeed in achieving the congressional objective 
of integrated supply on common-use items. 

Congress needs to reconsider this subject and devise a system 
sufficiently foolproof that its policy of integrated military supply 
will be carried out regardless of the enthusiasm or desires of any 
Secretary of Defense, whether Republican or Democratic. 


Grorce Meraper, Member of Congress. 
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ADDITIONAL VIEWS OF HON. WILLIAM L. DAWSON 


After prolonged and insistent pressure from the Congress and this 
committee, Secretary Wilson and his aides appear to have reversed 
their course and agreed to pursue the path of unification. The law 
has instructed them to do so all the while an opposite course was being 
followed. 

The committee’s study has brought to light a series of actions which 
indicate that for a period of 2 years the law of the land was not being 
followed. It is to be hoped that the recent conversion is sincere. 
The Congress and this committee will undoubtedly follow develop- 
ments carefully. 

In this connection, I should lke to eall attention to the following 
statement by Secretary Wilson to the President, and to the comments 
on Secretary Wilson’s statement made by the United States Chamber 
of Commerce. Secretary Wilson’s letter was released by the White 
House on March 22, 1956, together with a statement of approval by 
President. Eisenhower. The letter from Secretary Wilson to the 
President stated in part: 

In the vast majority of instances we have been in substantial agreement wit! 
the basic objectives stated by the Commission. In other instances we have fel 
it advisable to use different methods to attain the same goals. Specifically, w 
have found from our studies and anlyses of the Commission’s proposals, and hav 
so reported, that we concur entirely or substantially in 85 percent of the total 
332 recommendations referred to above. 


On March 29, 1956, the United States Chamber of Commerc: 
released a letter to Secretary Wilson. The press release by th 
chamber stated: 


In a letter to Defense Secretary Charles E. Wilson, the chamber asserted that 
the Department claim of 85 percent concurrence in 332 Hoover recommendatio 
is misleading. 


The chamber’s letter to Secretary Wilson stated: 


On the other hand, a careful analysis of your summary of the Defense Depart- 
ment’s reaction to the Hoover Commission recommendations discloses some rathe! 
disturbing facts that I would like to call to your attention. For example: 

1. Fifty-two of the so-called Hoover Commission recommendations on which 
the Pentagon took a position were nothing more than task force recommendations, 
some of which were not endorsed by the Commission itself. One task force report 
(procurement) which the Defense Department endorsed with few exeeptions won 
relatively little Commission support. In fact, the Commission’s recommendations 
in part II of its Report on Business Organization of the Defense Department 
flatly reject portions of the Proeurement Task Force Report. 

2. Your Department gave “unqualified coneurrence”’ to only 166 (50 percent) 
of the 382 reeommendations on which it took a position, and many of these 
proposals were concurred ia over the vigorous objections of at least. one of the 
services, particularly the Navy Department. Furthermore, in many instances, 
you concurred only in the Commission’s objeetives but did not go along with the 
related recommendations. 

3. The so-called minor qualifications attached to your endorsement of another 
117 recommendations were major, not minor, in many instances, and in some cases 
were tantamount to rejection of important Commission proposals. 
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4. The 49 recommendations on which your Department’s position was “non- 
concurrence or concurrence with substantial qualifications’ represent the heart 
of the Commission’s proposals affecting the Defense Department and would make 
possible most of the estimated savings in defense activities. 

I could cite many other facts and figures illustrating why we believe the claim 
of “85 percent concurrence” is misleading, but these should be sufficient to 
demonstrate why we regard this claim as an inaccurate reflection of the true 
Defense Department position. 

Under the circumstances, the National Chamber strongly recommends that 
you direct the military services to restudy the 49 recommendations which your 
Department opposed, as well as the 117 recommendations which were endorsed 
with “‘minor qualifications.’”’ We firmly believe that adoption of most of these 
proposals is in the national interest. 


If the chamber’s assessment of Secretary Wilson’s claims are 
accurate it may be that Congress is being treated to a juggling of 
percentages and numbers by the Department of Defense to suit their 
own convenience. 
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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


SIXTEENTH INTERMEDIATE REPORT 


Submitted by the International Operations Subcommittee 


On May 16, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“Administrative Management of the Department of State.” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


One of the functions of Congress is to provide the executive branch 
with the tools needed to carry out required Government operations. 
This is particularly true in the area of administrative management. 
Provision by the Congress of the tools for this work, however, does 
not mean the end of congressional responsibility. There remains 
the duty of exercising, through its committees, continuous watch- 
fulness over how these tools are used and whether they are employed 
efficiently and economically. 

The assigned jurisdiction of the International Operations Sub- 
committee is to exercise this kind of watchfulness over the operations 
of the Department of Stace and allied agencies, and it is in discharging 
this duty that the following report on the administrative management 
of the Department is made. 

Based on evidence presented to the subcommittee in an extensive 
series of hearings conducted both in Washington and abroad, the 
report, which follows gives a picture of how conereasionss efforts to 
strengthen an executive agency can be frustrated by the agency itself, 
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how a tool requested by the agency and supplied by the Congress can 
be blunted by misuse, thrown aside by the agency and forgotten, 
while the job it was designed to do still remains not only unfinished, 
but hardly touched. 


Score or INVESTIGATION 


In Public Law 2, 83d Congress, the Department of State was pro- 
vided, over a 2-vear period ending December 31, 1954, with the special 
post of Under Secretary for Administration. The function of this 
post was to exercise top control of the administrative operations of 
the Department in order to reorganize and strengthen them where 
necessary. Although the post was promptly filled, its first incumbent, 
Donold B. Lourie, resigned at the end of a year and the Department 
thereafter, in effect, continued it in name only until the law expired. 
In the meantime, efforts made under Mr. Lourie’s sponsorship to 
make major improvements in the Department’s management of men, 
money, and things were blocked by resistance arising within the 
Department, principally within the four regional bureaus into which 
the policy side of the Department is divided. The subcommittee’s 
investigation traced the history of these developments which com- 
bined to defeat the purpose for which Public Law 2, 83d Congress, 
was enacted. 

In the course of this study, the subcommittee developed information 
on a number of current deficiencies in the Department’s management 
of its personnel and fiscal affairs. 


CONCLUSIONS 


1. Beginning in July 1953 under the sponsorship of Mr. Donold B. 
Lourie, newly appointed Under Secretary for Administration, the 
Department of State paid Robert Heller & Associates, a firm of manage 
ment engineers, nearly a quarter of a million dollars for a 10-month 
effort to improve administrative management in the Department of 
State. This is the most recent of a series of attempted reorganiza- 
tions of the Department which have accomplished virtually no 
significant results. 

2. While Robert Heller & Associates were actively engaged in this 
study, and during the tenure of Mr. Lourie, minor recommendations 
were adopted and put into effect. However, major changes suggested 
during this same period and subsequently were effectively resisted 
by the Department. 

3. The Department paid for the Heller management survey out of 
confidential funds which Congress regularly appropriates to the 
Department to provide specifically for emergencies arising in the 
diplomatic and consular service. Use of these funds for a manage- 
ment survey, if not technically illegal, is of doubtful propriety. 

4. With regard to the management of men and money, the sub- 
committee's study has disclosed that the Department has so divided 
its lines of authority and responsibility that managerial control is 
next to impossible. A move, begun in 1949, to decentralize admin- 
istrative operations to the four regional bureaus, which, on a geo- 
grrels basis, constitute the maim policy divisions of the Department, 

as actually degenerated to the point of decontrol. The regional 
bureaus tend to hold aloof from accepting policies and services from 
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the administrative area of the Department and to oppose suggested 
improvements in basic practices. The result in terms of administra- 
tive management is that there are now five Departments of State 
instead of one. 

5. The subcommittee made the following specific findings in the 
field of the Department’s personnel management: 

(a) The number and type of positions needed to man an overseas 
ost, known as a staffing pattern, are determined by the regional 
becehias: The responsibility for keeping these positions filled rests 
with the Department's Office of Personnel. Under current practice, 
as a result of planned rotations between posts and of a statutory 
requirement for granting periodic home leave, an estimated 15 percent 
of American Foreign Service personnel are in a travel and home-leave 
status at all times. This group, sometimes referred to as a man-in- 
motion complement, is not separately identified under existing depart- 
mental practice. The result is that it is impossible to relate staffing 
patterns to actual workload. In addition, it is not possible to fix 
responsibility upon the Office of Personnel for keeping overseas post 
positions filled. 

(6) The regional bureaus have resisted the withdrawal from their 
control of positions which are regularly vacant due to the assigned 
personnel being in a transit status, because to do so would mean giving 
up control over the salaries and expense funds which pay for these 
positions. 

(c) Control over American Foreign Service salaries is held by the 
regional bureaus in Washington and not by either the posts in the 
field or the administrative side of the Department. Assignment of 
personnel to the various overseas posts is a responsibility of the Office 
of Personnel. Paying their salaries once they are assigned is the 
responsibility of the regional bureaus. By control over the salary 
funds, the regional bureaus can and have exercised a veto power over 
planned assignments made by the Office of Personnel. 

6. The subcommittee found that the way the Department manages 
its funds is not only complex; it is irrational and self-defeating, as 
indicated by the following: 

(a2) Budget estimates for overseas posts are prepared here in Wash- 
ington often without budget-estimate submissions from the posts. 
Financial plans for the expenditure of funds are made up on the basis 
of the current year’s expenditures rather than on the budget figures 
presented to the Congress. 

(6) When congressional appropriations are finally obtained, the 
Department regularly allots all its funds to specific programs and 
retains little or no money with which to meet unforeseeable situations 
which its experience has demonstrated are certain to arise each year, 
The result is a series of financial crises throughout each year which 
force the halting of programs already begun, or the serious curtail- 
ment of others. 

(c) This practice, together with the difficulty of withdrawing from 
the Sislohal bureaus funds already allotted to them, has meant that 
except for meeting broad legal requirements controllership functions 
in the Department have been of little value as a means of admin- 
istrative management. 

_ (@) The Department’s poor management of funds has affected 
important aspects of its operations. For example, planned personnel 
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preereme involving recruitment, rotation, transfer, and home leave, 
ave had to proceed by fits and starts, In addition, congressional 
presentations oe been constantly distorted by reason of the Depart- 
ment having to reprogram its funds continually throughout each year. 

7. The Wriston Committee program has tremendously increased the 
load on the administrative machinery of the Department, but has not 
provided for the necessary reforms which would enable the increased 
burden to be carried. 

8. Based on the foregoing facts, there can be no doubt that the 
administrative management of the Department of State is woefully 
weak. Within the Department administrative officials have neither 
been granted nor been able to assert proper authority to perform 
their manifold tasks in a satisfactory manner. No amount of exhor- 
tation, no restatement on paper of what their role should be, will 
change the present situation. Nor is the appointment of ‘‘a suitably 
qualified individual” to the top administrative post a sufficient 
answer, as the futility of enacting Public Law 2 has indicated. 


RECOMMENDATIONS 


To correct deficiencies in the administrative management of the 
Department of State, the subcommittee recommends immediate con- 
sideration of the following steps: 

1. Establish a man-in-motion complement separately identified from 
post staffing patterns. 

2. Fix upon the Office of Personnel responsibility for administering 
the man-in-motion complement. 

3. Withdraw from the regional bureaus control over American 
Foreign Service salaries and fix responsibility for control of these funds 
at a central point in the Department. 

4. Revise controllership activities to insure that there is retained by 
the administrative side of the Department from the start of each fiscal 
year unprogramed salaries and expenses funds in sufficient amount 
to meet legitimate contingencies for which supplemental appropria- 
tions cannot be obtained. Such funds should be centrally managed 
outside the control of the Department’s geographic bureaus, 


Pusuic Law 2, 83p ConGREss 


At the beginning of the 83d Congress the Department of State made 
strong representations to the Congress about the need to reorganize 
and strengthen its administrative management. Witnesses from the 
Department appeared before the Foreign Affairs Committee of the 
House and pointed out that there was an urgent need for relieving 
the Secretary and his Deputy, the Under Secretary of State, of the 
administrative aspects of the Depareiont’ operations. It was pointed 
out by Department spokesmen that expected frequent absences from 
Washington of the Secretary of State would require the Under Sec- 
retary to take on much of the burden of policymaking aspects of the 
Department’s work, to the exclusion of administrative matters. More- 
over, it was argued that prompt reorganization and efficient admin- 
istration of the Department were of such importance and complexity 
that a specially designated individual possessed of the maximum of 
authority was needed to deal with them. The Department proposed 
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as the answer to this problem the creation of the post of Under Sec- 
retary for Administration. This post was to be the top administrative 
authority directly responsible to the Secretary himself. As such, it 
was to be of equal stature with the post of the existing Under Sec- 
ret. who would be preoccupied with substantive foreign policy 
roblems. The Under ishtary for Administration was to give his 
ull and undivided attention to management of the Department and 
was to institute such reforms and changes as were necessary to pro- 
mote economy and efficiency if its administrative operations. 

Congress accepted these arguments and promptly provided, in 
Public Law 2, 83d Congress, for the establishment of the post of Under 
Secretary for Administration, placing on it a time limit of 2 years. 
Within that time, Department spokesmen agreed, there should be 
ample opportunity to accomplish all important reforms which were 
needed. Perhaps, too, they suggested, the world situation by then 
would have quieted down to such an extent as to allow the Secretary 
of State to spend more time in the Department and one of the essential 
reasons for having this additional post would disappear. 

Thus, in the second law passed by the 83d Congress the Department 
of State was provided with the tool which it insisted it needed to over- 
haul its administrative machinery. On February 16, 1953, Donald 
B. Lourie, on leave from his position as president of the Quaker Oats 
Co., was sworn in as the first oecupant of this post. 


Tae ADMINISTRATIVE ORGANIZATION 


The administrative organization over which the new Under Secre- 
tary was to preside was a sprawling structure. It consisted of 1 
bureau, 9 offices, 11 divisions, and a miscellaneous collection of other 
organizational units. Considering this structure in terms of essential 
functions, it includes the management of the personnel, budget, and 
operating facilities of the Department, whose main elements are shown 
in the diagram below. 
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Substantive foreign policy was not the concern of the new Under 
Secretary, administrative policy was. Even so, his decisions would 
involve conformance by the policy side of the Department since, 
especially in the two fields of personnel and fiscal control, a large meas- 
ure of autonomy had been granted over the years to the regional 
bureaus which give policy direction to the Departmeat’s operations 
throughout the world. The main organizational elements of the policy 
side of the Department at the time of Mr. Lourie’s entrance upon his 
duties are shown in the diagram on page 8. 
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THe Heiter Contract 


As a man new to government, although no stranger to the conduct 
of large enterprises, one of Mr. Lourie’s first decisions, according to 
his testimony before the subcommittee, was to avail himself of all the 
help he could enlist. Specifically, as he approached his task, he wanted 
to obtain the judgments of impartial experts from outside the Depart- 
ment as to needed reforms. To that end, very early in his incumbency 
he sought out a firm of management engineers, Robert Heller & 
Associates, of Cleveland, Ghio. The Heller firm Mr. Lourie knew to 
be a leader in its field. It numbered among its clients not only many 
major United States industrial and business enterprises, but also from 
time to time major Government departments. In addition, in 1943, 
the Heller firm had been employed by Mr. Lourie’s own Quaker Oats 
Co., although not by Mr. Lourie, nor was he acquainted with them 
other than by reputation. 

It was not until July 13, 1953, that, in the light of other commit- 
ments, the Heller people could undertake work in the Department. 
On that date, under a verbal understanding with Mr. Lourie which 
was later confirmed in a written contract signed on August 19, 1953, 
the Heller firm began a study of the Department’s administrative 
operations. Under the terms of the contract, the work was to be 
carried out over a 44%-month period, concluding on November 30, 1953, 
for a fee of $88,450. 

As stated in the contract, seven major tasks were to be undertaken. 
These were as follows: 

1, Assist in the completion of departmental plans necessary to 
meet current revised budget levels; 

2. Assist officials of the Department to review and develop 
policies and methods to improve and control administrative 
practices and to reduce the volume of paperwork in the Depart- 
ment; 

3. Assist officials of the Department in curtailing programs 
with a view to lessening the workload; 

4. Participate with officials in the Department in developing 
policies and procedures to simplify day-to-day working relation- 
ships with other departments and agencies with particular atten- 
tion to programs conducted by the Department on behalf of such 
agencies; 

5. Assist in the development of simplified organization struc- 
ture, including provisions for keeping management better 
informed as to administrative practices at all levels; 

6. Assist officials of the Department to study and assess the 
Department’s p m of participation in international organi- 
zations as a tool of foreign policy; 

7. Assist the Department in improving the basis for deter- 
mining fees charged for services, including reimbursable services. 

In addition to the above tasks, it was also specified that ad hoc 
assignments within these seven fields, as directed by the Under 
Secretary of State for Administration, would also be undertaken. 

Originally, Heller had proposed a contract to cover these same areas 
more extensively over a period of 7 months for a total of $154,850. 
Mr. Lourie, however, decided on the shorter terms because, ie Fm 
to his statements to the subcommittee, he felt it would furnish a kin 


ek ee ee ee ee ee 2. EB FEAANASDAELSS 








10 ADMINISTRATIVE MANAGEMENT OF DEPARTMENT OF STATE 


of test run, from the results of which he could determine whether to 
seek their services over a longer period. 

The negotiations preceding the final contract had made clear the 
basis upon which the Heller firm was entering upon its tasks. In a 
letter dated June 2, 1953, to Mr. Lourie from Mr. Francis L. Elmen- 
dorf, senior vice president of Robert Heller & Associates, the following 
statements appear: 


Suggestions which we made to effect savings and to im- 
prove management activities are based upon an assumption 
that the Department proposes to adopt a bold and aggressive 
attitude toward reaching its objectives in this regard. 
Moreover, it is assumed that speed is of extreme importance 
and that, within reasonable limits, a willingness exists to 
run some calculated risks in curtailing expense. 

Insofar as possible, the work of [the Heller] task force 
should be geared to getting things done and not to surveying 
and writing a report based thereon. As conclusions are 
reached, they should be presented for decisive action, by 
means of frequent oral reports of progress, and not held for 
a formal report which might be written some weeks or months 
later. It would be recognized, however, that at the conclu- 
sion of our work the Department would require a written 
summary of accomplishments and a constructive general 
plan for the future. 


From the outset then, the Heller program was to be one of vigorous 
inquiry and prompt action in which neither vacillation nor timidity 
was to have any place. Such changes as needed to be made were to 
be initiated step by step as the work proceeded. With sponsorship 
and direction by the top management of the Department in the 
person of the Under Secretary for Administration, there was every hope 
from the outset that such a program could be successfully carried out. 
Heller was to supply the expert knowledge, the Under Secretary was 
to supply the drive and the power. 

Since the Department was faced in July of 1953 with an immediate 
need for economies to stay within a sharet reduced budget, the 
initial emphasis of Heller’s work was placed on identifying and making 
direct dollar savings. It was this need that led to first attention being 
given to the housekeeping functions of the Department which are 
carried on chiefly through its Office of Operating Facilities. 

The Office of Operating Facilities 

The Office of Operating Facilities of the Department of State was 
composed in July 1953 of the Office of the Director and six subordinate 
divisions with the following titles: Central Services, Communications 
and Records, Language Services, Cryptography, Publications, and 
Foreign Reporting. 

The allotment for fiscal 1954 to two of these divisions, the Division 
of Central Services and the Division of Communications and Records, 
totaled $4,772,000, and the Heller task force foresaw the possibility of 
immediate dollar economies through work with these two divisions. 

By agreement with the Under Secretary for Administration, they 
undertook a series of studies of the operations of these two divisions. 
As they went along, they calculated the dollars which could be saved 
by installing the recommendations their studies developed. 
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A total of six projects was undertaken in the Division of Central 
Services. Inventories maintained by this Division in New York and 
Washington warehouses were analyzed. A recommendation was made 
that these inventories be sharply reduced. Resulting savings were 
estimated by the Heller task force at $140,017 for fiscal 1954 and an 
additional $10,000 in fiscal 1955. The transfer of certain warehousing 
operations to the General Services Administration was recommended. 
Such a move, Heller calculated, would save the Department $20,000 
in fiscal 1954 and $206,400 in fiscal 1955. Procurement locally by 
overseas posts of readily available supplies to avoid paying an esti- 
mated 41 percent for administrative and shipping expense on similar 
purchases made in the United States was pointed out as a means of 
saving about $17,000 in fiscal 1954 and $67,500 in fiscal 1955. Reduc- 
tion in the variety of forms, which in 1953 numbered 1,170, used to 
support various administrative procedures was another project which 
it was estimated would reduce direct dollar costs by $2,350 in fiscal 
1955. 

The freight-forwarding service, known as the United States Dis- 
patch Agency, which, under the Division of Central Services, the 
Department has long operated in New York City, was the subject 
of two separate projects. The first of these dealt with the handling 
by the agency of overseas shipments for other Government agencies. 
During fiscal 1953, 16,939 shipments were made for these agencies. 
Three agencies, accounting for 9,079 shipments, reimbursed the 
Department of State for the service. A fourth agency, which required 
3,427 shipments, performed offsetting reciprocal services for the 
Department. There were 28 agencies, however, requiring 4,433 


<p which did not make a payment. 
he Heller task force recommended that a flat rate of $10 per ship- 
ment be charged these 28 agencies and that an a gccmpen to this 


effect be negotiated with them. Implementation of this recommen- 
dation would save the Department an estimated $23,400 in fiscal 
1954 and $15,000 in fiscal 1955. 

The other project involved establishing a nominal charge for 
freight-forwarding service provided by the Dispatch Agency as a 
pore service to Foreign Service personnel resident at foreign posts. 
No reimbursement was received for this handling expense which 
involved approximately 7,000 shipments of personal packages a year. 
The Heller task force recommended that an average charge of $7.50 
per shipment be collected and used to help defray the Department’s 
expense of operating the agency. It was estimated that income from 
this source would amount to $52,500. 

The operations of the Division of Communications and Records 

were similarly reviewed and a series of projects sought to make 
savings in the areas under its control. The diplomatic pouch service 
was scrutinized and several recommendations were made. By 
placing a 2-pound limit on the weight of shipments to be sent by air 
pouch, by limiting the use of the courier pouch to shipments of less 
than 2 pounds, by abolishing some 14 unnecessary courier routes, and 
by utilizing Foreign Service personnel instead of professional couriers 
for service between the embassy and consulates in certain selected 
countries, it was estimated that $225,518 could be saved in fiscal 
1954, and $574,891 could be saved in fiscal 1955. 

The Department makes extensive use of telegraphic means of 
communication. A study of outgoing and incoming +. paren led the 
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Heller task force to the conclusion that about 30 to 35 percent, were 
nonurgent in character and could have been satisfactorily transmitted 
by air or courier pouch. A series of steps involving new regulations 
and establishing supervisory methods to control adherence to such 
regulations were proposed by the Heller firm which would result in 
savings estimated at $33,062 in fiscal 1954, and $255,748 im fiscal 1955. 

Summarizing the work of the Heller group in these two divisions 
alone of the Office of Operating Facilities, recommendations were 
made to accomplish savings estimated at $454,535 in fiscal 1954, and 
$1,261,179 in fiscal 1955. 

Although other tasks, including a study of the possible consolida- 
tion of library facilities, of Pitty NEE tabulating machine installa- 
tions, and of the functioning of a correspondence review staff, were 
pursued the major emphasis during the period covered by the con- 
tract was on the activities already described. 


Extension of the Heller contract 


As Heller’s work proceeded toward its scheduled conclusion on 
November 30, 1953, Mr. Lourie, according to his statements to the 
subcommittee, felt “‘they were doing a fine job’’ and he “‘was encour- 
aging them along.’’ He checked his judgment with his subordinates- 
the Assistant Secretary for Administration, Mr. Edward T. Wailes: 
and the Deputy Assistant Secretary for Budget and Finance, Mr. 
Edward B. Wilber—and it was agreed that the test run had been a 
success and that Heller's work should continue. Accordingly, after 
consultation with the Secretary of State, Mr. Lourie entered into 
negotiations with Heller to continue and extend their work. As a 
result, a supplemental agreement was signed in the amount of $156,450 
to cover an additional 6 months of work to be completed by May 
31, 1954. 

In the course of their earlier work the Heller firm had made certain 
observations which it was later to set forth in its final report to the 
Department in the following words: 


The dollars saved in fiscal 1954 are less significant, by far, 
than the knowledge gained regarding the lack of control ex- 
erted over the Department’s available funds. Lack of con- 
trol is to be seen in the projects just described, and can be 
generally illustrated by the facts that the administrative 
management of the Department does not have suitable data 
to measure costs, does not have adequate rules for achievin 
economy and efficiency, does not insist on compliance with 
such rules as do exist, and is slow to take steps to overcome 
wasteful practices. 


It was not by accident, therefore, that the scope of Heller’s work 
was enlarged to embrace the following two tasks: 

Assist the Department in improving budgetary organization 
and budgetary controls and processes; aie. 

Assist the Department in improving personnel administration 
in selected areas. 

In the light of subsequent events, the fundamentally different 
nature of these two new tasks is worthy of note. The entire range 
of responsibilities of the Under Secretary for Administration extended 
to the management of men, money, and things. Under the first 
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phase of their work, which concentrated on the Office of Operating 
Facilities, the Heller representatives had been assisting the Under 
Secretary in but one aspect of his job, the management of things. 
Now, as the second phase of their work got underway, they were 
moving into the other two major areas of his responsibilities—the 
management of the Department’s men and money. Unlike their 
earlier work with the Office of Operating Facilities, the primary pur- 
pose here was not the achievement of immediate dollar savings and 
economies, but improved efficiency in management. Mr. Hamilton 
W. Wright, head of the Heller task force, described their primary 
objective to the subcommittee in these words: 


Mr. Wricut. We recognized in the preliminary review 
that substantial economies could ultimately be achieved in 
the Department’s financial, budgetary work and that equally 
important economies could also be obtained in the whole 
field of personnel management, but the primary objective 
was not economy, it was improved management of these two 
very important facets in the whole Department’s operation. 
In other words, people and money. 


In still another sense the second phase of Heller’s work was sig- 
nificantly different. While the Office of Operating Facilities per- 
formed functions on behalf of the Department as a whole, such 
changes as Heller recommended in its operations would have, for the 
most part, only an indirect impact on other areas of the Department. 
This was not the case in the fields of personnel administration or 
budget and finance. Changes in the conduct of these operations in 


which the regional bureaus of the policy side of the Department had 
a considerable administrative role would tend to have a direct if not 
immediate impact not only throughout the Department, but on the 
Foreign Service as well. 

The studies Heller pursued and the findings made in this second 
phase of their work will be described in detail later, but at this point 
it is of interest to note what happened to bring this extension of 
their contract to a somewhat abrupt and unscheduled conclusion. 
Cancellation of Heller’s contract 

Three events occurred in the ensuing months which had a direct 
impact on the work of the Heller group. The first event was the crea- 
tion in February 1954 not by the Under Secretary for Administration, 
but under the auspices of the Under Secretary for Policy, of a Public 
Committee on Personnel. In the public announcement of the forma- 
tion of this committee and in the terms of reference given them on 
March 1954, it was clear that they were going to cover almost all of 
the major areas of work which had been included in a comprehensive 
personnel program presented by the Heller people to Mr. Lourie in 
December, 2 months earlier. 

The second event was the resignation, as of March 5, 1954, of Mr. 
Lourie. Since it was Mr. Lourie who, through his authority and 
continuous personal interest, had supplied the impetus for installing 
Heller’s recommendations in the Department, his resignation left 
them without a sponsor at a point when they were only halfway 
through the second phase of their work. Quite naturally, thev ex. 
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pected to turn to his suecessor for similar support, but here a third 
event intervened. 

This was the failure of the Department to appoint an actual suc- 
cessor to Mr. Lourie. Instead, Mr. Lourie’s duties were assigned to 
the Assistant Secretary of State for Congressional Relations, Mr. 
Thruston B. Morton, on an acting basis. Since he was not relieved 
of his other duties which, incidentally, were unrelated to Mr. Lourie’s 
responsibilities, Mr. Morton was placed in the position of trying to 
hold down two full-time jobs while the Department sought to recruit 
another Under Secretary. Four months were to elapse before a new 
man was appointed. Meanwhile, Mr. Morton regarded his function, 
so far as making changes were concerned, as being chiefly that of a 
caretaker. 

When the Heller people sought to establish with Mr. Morton the 
close liaison they had had with Mr. Lourie, he instructed them to deal 
with his subordinate, the Assistant Secretary for Administration. 

From this point forward the Heller group began to experience, 
according to their testimony before the subcommittee, passive re- 
sistance and a large measure of indifference to the efforts they were 
making. At one point, simply in connection with organizing a 
meeting to present their proposals for improving the Department's 
control of funds, they had nine meetings canceled before they were 
finally able to lay their suggestions before Mr. Morton and other 
appropriate administrative officials. 

When, during this period, the Heller people attempted to follow up 
on proposals they had made earlier regarding the administration of 
foreign economic reporting by the Department they were told by the 
Assistant Secretary for Administration that they were to give no 
further attention to that matter, that jurisdiction for any continued 
work had been turned over to one of his administrative assistants. 
Again, shortly after Mr. Lourie’s departure, when Mr. Wright sough| 
to determine what was going to be done with certain recommendations 
they had made on organization, the Assistant Secretary for Adminis- 
tration told him, according to Mr. Wright’s testimony, that Heller’s 
work on organization of the Department was completed, that all of 
the organizational changes that the Department proposed to make 
had already been made, and there was no further work there. The 
changes to which the Assistant Secretary referred were but two, 
neither of which had been among the recommendations made by the 
Heller people who considered them of minor importance. Finally, 
Mr. Wright told the subcommittee, they found that even when 
departmental officials would listen to their proposals there would be 
no reaction. 

After 3 weeks of this kind of experience, the Heller firm took a step 
which, so far as their dealings with Government agencies was con- 
cerned, was unprecedented in their 30-year history. On March 23, 
1954, Francis # Elmendorf addressed a letter to the Secretary of 
State suggesting that either support be given their work or their 
contract be canceled. The letter follows: 


My Dear Mr. Secrerary: I regret that circumstances 
make it necessary for me to write you this letter concerned 
with Robert Heller & Associates and its working relationship 
with the Department of State. Heretofore, if such a need 
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had arisen, it: would have been referred by us to Mr. Donold 
B. Lourie. This, of course, is no longer possible. 

By way of background, we started our assignment for the 
Department on July 13, 1953. Our employment was insti- 
gated by the Under Secretary of State for Administration 
who needed assistance in carrying out his program. We were 
first retained for about 4% months, or until November 30. 
Based upon our performance this assignment was later ex- 
tended until May 31, 1954. In association with selected per- 
sonnel from within the Department, we have constituted a 
oe force to concentrate on improvement in administrative 
affairs. 

To date we have made recommendations substantially 
implemented which could produce, in fiscal year 1954, sav- 
ings of more than $450,000. The value of these economies 
for the full fiseal year 1955 should not be less than $1 million. 
More important, we are currently giving attention to such 
matters as strengtheming administrative organization, im- 
proving relationships with other departments of the Govern- 
ment, simplifying the provision of services, promoting better 
financial management, and the development of more effective 
personnel administration. 

In keeping with our understanding with Mr. Lourie, our 
work has emphasized stimulation of action rather than report 
writing. Progress has been accounted for by frequent oral 
reports supplemented by periodic written digests of accom- 
plishment. It should be noted, however, that at the con- 
clusion of our assignment we are presently required to con- 
tract to prepare “‘a summary report describing the work un- 
dertaken, recommendations approved and installed by the 
Department, and proposals to meet long-range objectives.” 

Since Mr. Lourie’s resignation, particularly during the past 
2 weeks, we have become conscious of a lessened interest in 
our activities. We regard this as the natural outcome of his 
departure, but, as consultants, we require active direction 
and sustained sponsorship if we are to be truly productive. 
It would indeed be unfortunate if the situation were allowed 
to reach a position where our productivity was not com- 
mensurate with fees charged. Moreover, it would be wholly 
inconsistent with the policies of our firm to accept compen- 
sation under such conditions. These misgivings prompt me 
to write you. 

We have not reached the opinion lightly, but developments 
seem to suggest an orderly conclusion of our assignment for 
the Department. Perhaps this is not the time to press for 
action for more administrative reforms. Under the terms 
of our contract our work can be terminated at any time with 
45 days’ written notice by the Department. One of the pur- 
poses of this letter is to point out that, in light of current con- 
ditions, you may find it desirable to exercise your prerogative. 
It is possible that, by agreement, an even more rapid release 
of some members of our staff could be arranged. 

I am hopeful that it will be my privilege to discuss this 
matter with you. We have no desire to conclude our work 
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if you feel we can be helpful to the Department. I can be in 
Washington and at your disposal any day during the coming 
week of March 29. 


Will you please let me know of your wishes? 


The Secretary of State replied by return mail, stating that he 
thought the orderly conclusion of Heller’s assignment in the Depart- 
ment should be considered and that Mr. Morton would be glad to 
discuss it with Mr. Elmendorf the following week. On March 30, 
1954, agreement was reached between Mr. Elmendorf and Mr. Morton 
that the Department should invoke the 45-day notice of termination 
provided in the contract and by letter of March 31, 1954, the Depart- 
ment formally notified Robert Heller & Associates that they were 
taking this action. 

Accordingly, on May 15, 1954, 2 weeks in advance of its originally 
scheduled conclusion, the Heller contract with the Department was 
terminated. As provided in the contract, a final written report 
summarizing the 10 months of their work was submitted. When all 
the bills were in, the record showed that the Department had paid 
out a total of $230,150 for Robert Heller & Associates’ services. 

The subcommittee sought to learn why cancellation of the contract 
rather than renewed interest in Heller’s work was the choice made 
by the Department upon receipt of Mr. Elmendorf’s letter. The 
reputation of the firm, the obvious confidence which the Depart- 
ment had expressed in their work only 4 months earlier in renewing 
and enlarging the contract, and the fact that the Heller firm had 
itself taken the initiative in the matter, pointed to the presence of 
some unusual factors which should be examined. 

In the subcommittee’s inquiry it was developed that Mr. Morton 
made the recommendation to the Secretary to accept Heller’s invita- 
tion to terminate their contract. Mr. Morton told the dabicoriniittce 
that, in his judgment at the time, the Heller task force had made a 
number of recommendations and he thought “the time had come when 
we had as much here as we could possibly cope with and we had better 
sit down and digest what we had.” Major recommendations which 
they had, Mr. Morton told the subcommittee, in the fields of fiscal 
control and general personnel management were going to take time 
and study. 

In the course of the subcommittee’s hearings, it was disclosed that 
almost all of Heller’s recommendations in these two fields were still 
“under study’? more than a year after the termination of the contract. 
Moreover, it was brought out that Mr. Morton reached his decision to 
recommend termination of the Heller contract after discussions with 
the Assistant Secretary for Administration, Mr. Wailes; the Deputy 
Assistant Secretary for Budget and Finance, Mr. Wilber; and repre- 
sentatives of the regional bureaus. Yet, Mr. Wailes and Mr. Wilber, 
only 4 months earlier, had recommended to Mr. Lourie that the Heller 
contract be continued. This, and the fact that the policy side of the 
Department, as represented by the regional bureaus, took a negative 
view of Heller’s work led the subcommittee to inquire into the kind 
of findings and recommendations the Heller task force had been de- 
veloping. 

Since, as Mr. Morton indicated in his testimony before the sub- 
committee, the somewhat sudden disinterest in continuing the Heller 
contract coincided with the extension of their work into the fields of 
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personnel management and budgetary control, the subcommittee not 
only examined Heller’s findings and recommendations but pursued 
independent inquiries of its own through hearings in Washington and 
at certain posts abroad into the Department’s operations in these two 
fields. Within these two fields, the subcommittee focused its atten- 
tion upon some of the more crucial problems. Other aspects of the 
Department’s administration, such as its reporting procedures and the 
management of funds derived through reimbursement agreements 
with other agencies, remain to be explored at a later date. 


PERSONNEL MANAGEMENT 


Personnel management in the Department of State is a complex 
and difficult job. The magnitude of the task is indicated by the fact 
that on January 1, 1954, Department employees, including Americans 
in the Foreign Service, numbered approximately 10,600. Since that 
time this number has increased to nearly 13,000. The worldwide 
deployment of personnel and the necessity to rotate a large portion 
of the total further complicate the job. 

Heller summarized their findings on how his function was being 
performed in these words of their final report: 


A study of personnel management activities revealed 
several serious deficiencies which some efforts were being 
expended to overcome. In particular, during the past 10 
years, the Office of Personnel had declined in strength and 
stature, basic planning had long been neglected, accounting 
for personnel was inadequate, training was generally in- 
effective and rotation of personnel was poorly directed and 
appeared to be unduly expensive. 


In detail, the Heller report stated that up-to-date and reliable in- 
ventories of authorized positions in the Foreign Service and of per- 
sonnel to fill them did not exist. Numerous records were maintained 
by both the regional bureaus and the Office of Personnel but they were 
of questionable accuracy. As a result, according to Heller’s report, 
in too many instances foreign posts were improperly manned and 
personnel available for duty could not be promptly assigned or were 
apt to be assigned without due regard for their qualifications. 

The number and qualifications of personnel needed to man a 
United States diplomatic post abroad constitute for that post what 
is known in departmental lingo as a “staffing pattern.”’ 

Heller found the staffing patterns unrealistic since the procedures 
used to determine them did not take fully into account that a number 
of positions would be unfilled because assigned personnel were in 
transit, in training, or on leave. The subcommittee was able to 
verify this finding in its own inquiries and discovered that it presents 
a serious problem of major importance to the conduct of United States 
diplomatic establishments abroad. 

The nature of the problem is this: Theoretically, the number and 
qualifications of personnel assigned to any given post are computed 
in terms of the workload to be handled. Such calculations are, 
necessarily, rough approximations but are flexible enough to absorb 
temporary losses of personnel who are absent on local leave, due to 
brief illness, or by reason of the normal attrition processes which 
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affect all organizations. In the Foreign Service, however, the available 
working force is subject to reduction from still other causes. 

The requirement for rotation of personnel between posts and thic 
statutory provision for granting periodic home leave in the United 
States to American employees result in a large number of Foreign 
Service personnel being in a travel status at any given time with the 
consequent loss of their services to the posts abroad. 

The Director of Personnel of the Department illustrated the 
problem to the subcommittee in these words: 


Mr. Wixson. The travel time involved in getting from 
Tokyo to the United States to go on home leave, the 60-day 
statutory home leave to which they are entitled, the neces- 
sary debriefing when they come out of one geographic area, 
the necessary briefing prior to their going to their post in 
a second geographic area, is as much as 90 to 120 days. In 
the meanwhile, the individual is charged against a specific 
post, he is not available to the post to do the work, even 
though he is charged there. 


The Department’s estimate that 15 percent of its total Foreign 
Service personnel are in this man-in-motion status at all times was 
more than borne out by information obtained by the subcommittee 
during hearings later held in major posts in Latin America. In 
Brazil, the Embassy reported that until recently they had as an 
average only 75 percent of their assigned American personnel present 
and available for duty. In Argentina the figure was 79 percent, in 
Peru 75 percent, in Colombia 80 percent. Bolivia was an exception, 
reporting that between 90 and 95 percent of their assigned personne! 
were regularly present and available for duty. The reason for this 
exceptional showing the Embassy suggested, was that the Depart- 
ment gave special attention to promptly filling their needs since 
La Paz, Bolivia, is considered a hardship post. 

All the posts visited by the subcommittee agreed that the man-in- 
motion problem seriously affected their operations. Perhaps the most 
meaningful evidence of its impact is the extent to which American 
Foreign Service personnel had been forced to forego earned local leave 
in order to carry the workload of their posts with insufficient people 
actually on board. The tabulation which follows shows how these 
losses were distributed: 


Annual leave lost at close of 1954 leave year by employees at certain posts in 
Latin America 









Number of Number of 1 ‘ 
Post employees at employees who I _ mets of 
post lost leave te Hares 
Bogota..... j 28 7 65) 
Buenos Aires... Ht 20 3M 
Guatemala _..- 33 10 1, 163 
RB POR aks 28 9 777 
Tame. 6 s 29 7 276 
Merico, D. F ill 39 1, 543 
Montevideo. - aa 23 a2 
Port-of-Spain___.__-- dais + sionidiad 10 
so sais 24 
Rio de Janeiro 73 
Santiago... .___- ie : 36 
SEs PemMiiing oi Ls 20 
2S thie pip AR AE Ate ARR lb bia oss AR. ah edi 465 
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Another way in which the losses due to insufficient personnel are 
made up in the field is through uncompensated overtime work. In 
the posts visited by the subcommittee the extent to which this meas- 
ure has been employed, although it is not so clearly related to the 
workload, is shown in the following tabulation: 


Fiseal year 1955 tabulation of uncompensated overtime worked at posts visited by 
International Operations Subcommittee 





Hours worked by—- 
Post ——-- —---——---,------—-——| Estimated, fiscal year 1956 
Officers Clerks 


Buenos Aires... .._. 


La Pas..... 


Rio de Janeiro... 


Sho Paulo... .. 
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Bogota... .- .- 
Quito. ....... 
Guatemala. 


Panama.... 
Lima... -- 
Montevideo... 
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1,350 
3, 183 
1, 419 








Same as 1955, 
Slightly higher. 
Slightly less. 
Same as 1955, 

Do, 
50 percent increase. 
H a x than 1955. 


do. 
Slightly higher than 1955. 
Same as 1955. 


do. 
10 percent increase. 


The obvious answer would appear to be an increase in the number 
of personnel assigned to a given post so that they might more nearly 
mateh the workload. This could be done in several ways, one being 
to establish the various staffing patterns in terms of the workload and 
then to provide for an additional percent of personnel to take care 
of the man-in-motion problem. 

Provided that present staffing patterns were actually keyed to the 
workload, this would mean, among other things, increasing the 
strength of the Foreign Service on a worldwide basis by some per- 
centage factor. It is at this point, however, that the administrative 
procedures in use in the Department’s operations raise questions. 

Staffing patterns for the various posts throughout the world are es- 
tablished not by the Office of Personnel but by each of the regional 
bureaus into which the policy side of the Department is divided. 

No uniform procedure among the four regional bureaus exists for 
computing staffing patterns. There is reason to suppose that some 
actually inflate the staffing patterns in their otal «9 areas to pro- 
vide not only for the workload of their areas, but for a man-in-motion 
complement as well. The crucial factor is, however, that such an 
added complement is not identified as such. 

In the absence of uniformity among the regional bureaus in this 
aspect of developing their statin patterns, it Gentine impossible for 
the Department to make a real determination of whether additional 
personnel were needed, 

The solution which the Heller task force proposed was that respon- 
sibility for developing uniform procedures to be used by the regional 
bureaus in computing staffing patterns be fixed upon the Tiedeitnnniit’s 
office of personnel. They also recommended that the regional bureaus 
should be obliged to adhere to the uniform methods thus established. 

In addition, they proposed that all personnel not available for duty 
at a post be included in a separately designated man-in-motion com- 
plement to be centrally administered by the Office of Personnel in 
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the Department. No increase in total personnel was envisaged. 
Systematic management of the existing personnel complement was 
the immediate goal. In other words, if a post never had more than 
85 people on board at all times against a theoretical staffing pattern 
of 100, the proposal was to temporarily reduce the number of its 
authorized positions to 85 and allocate the other 15 representing 
people assigned but not present to a central man-in-motion comple- 
ment. ‘There would be no actual reduction of personnel so far as the 
posts were concerned, since they would have the same number of 
people present as before. What would happen is that the number of 
authorized positions would be reduced by the amount which experience 
had shown were covering people in transit and thus not available for 
duty. 

This would accomplish two things. It would make it possible to 
clearly relate the positions allocated to a post with its workload and 
afford a sound basis upon which future increases or decreases in their 
number and type could be justified. It would also identify the man- 
in-motion problem for what it is, an administrative matter, and would 
make it possible to fix responsibility upon the Office of Personnel to 
keep post positions filled through efficient management of the man- 
in-motion complement. 

In view of the apparent plain commonsense of these proposals, the 
subcommittee was surprised to learn that they became and still are a 
bone of serious contention within the Department, with the regional 
bureaus objecting to their implementation. The position of the re- 
gional bureaus, reduced to its essentials, is that a man-in-motion 
problem does exist, but they wish to retain in their own hands con- 
trol over all the positions presently allocated to posts within their 
geographic areas. Why the regional bureaus, whose primary responsi- 
bility 1s substantive foreign policy, should strongly object to being 
relieved of a burdensome administrative problem became somewhat 
more understandable when it was pointed out in the subcommittee’s 
hearings that withdrawal of these vacant positions from the control 
of the regional bureaus would also mean withdrawal from bureau con- 
trol of the salaries and expenses funds allocated to support these posi- 
tions. The full significance of this will be covered in a later section 
of this report dealing with the way funds are controlled in the Depart- 
ment, but at this point it is clear that the regional bureaus were un- 
willing to relinquish any of the authority they possessed. 

On the other hand, the Office of Personnel, and eventually the 
Deputy Assistant Secretary for Budget and Finance, agreed with the 
Heller proposal, although the question of whether control of the funds 
for a man-in-motion complement should reside in the Office of Per- 
sonnel or elsewhere in the administrative side of the Department was 
unsettled. 

It was to this aspect of Heller’s personnel management recommenda- 
tions that Mr. Morton referred when he told the subcommittee that 
their work would require further study. Apparently, up to the 
present time the matter remains “under study.’’ During the inter- 
vening time, the subcommittee’s inquiry disclosed, the administrative 
side of the Department reached a decision to implement these Heller 
proposals, but, in the face of the resistance by the geographic bureaus, 
was unable to exercise enough authority to carry it 5 gay 
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The subcommittee finds this outcome completely at variance with 
the picture presented by the Department at the time it requested 
the establishment of the post of Under Secretary for Administration. 
The justifications given for such a post were completely meaningless 
unless it was the mtent of the Department to vest in that position 
authority and power to make administrative reforms and strengthen 
administrative management on a departmentwide basis. Yet, timidity 
and weakness are apparent in the dealings of the top management 
officials of the Department with the regional bureaus. The man-in- 
motion problem affords a prime example. It is obvious that the 
problem does not arise on a regional basis and cannot be solved on a 
regional basis. It is an administrative problem that affects the 
Foreign Service as a whole, and it at AB administrative arrange- 
ments which wil] facilitate transfers between geographic areas as well 
as within them. The Heller solution may not be the only one or 
necessarily the best one, but it does represent an important step in 
the direction of bringing some order into a confused picture and of 
fixing responsibility clearly on appropriate individuals. Without 
cleat lines of authority and fixed centers of responsibility fiim manage- 
ment is impossible and in this sense the subcommittee finds the Depart- 
ment’s hesitant and procrastinating actions on the man-in-motion 
problem inexcusable. 

This problem is not the only one, however, in which personnel 
operations of the Department are conducted under conditions of 
divided responsibility. As pointed out earlier, the regional bureaus, 
along with control of positions, have control of the salaries and 
expenses funds to support those positions. Assignment of people to 
the various posts is a responsibility of the Office of Personnel. Payin 
their salaries, once they are assigned, is the responsibility of the teal 
bureaus. The problem of getting the right man into the right position 
at the right time is, of course, contingent on having the right amount 
of salary money available and this is within the control of the regional 
bureaus. 

What this sometimes means in actual operations is indicated by the 
following excerpt from a memorandum dated May 11, 1954, from 
Mr. George F. Wilson, the Director of Personnel, to Mr. Morton, on 
the subject of control of American Foreign Service salaries: 


[The Office of Personnel] is imagenes with the fact that 
the regional bureaus have been able virtually without excep- 
tion to provide the necessary salary funds for any assignment 
which is palatable to the Bureau. Conversely, the bureaus 
have been unable to accept the salary obligations for less 
desirable actions without extensive and time-consuming 
negotiation. 


The Heller people proposed that control of these funds be placed in 
the Office of Personnel, but again the regional bureaus, according to 
testimony before the subcommittee, took rather violent exception to 
this idea as well. One of the principal arguments advanced by the 
bureaus as to why they should retain control of these funds was that 
the people who best know the problems of the posts in the field should 
control the funds. The subcommittee found, however, that the 
regional bureaus which are actually located in the Department of 
State Building, in Washington, do not follow this philosophy far 
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enough to turn these funds over to the posts themselves. Under the 
circumstances, the subcommittee fails to understand how keeping 
money in four additional pockets here in Washington is administra- 
tively better than the arrangement embodied in the Heller proposal. 
The subcommittee’s investigation disclosed that the books of the 
regional bureaus were not open to the Office of Personnel, and the 
certainty of how much money would be available within the regional 
bureaus as each year progressed seriously affected the Office of Per- 
sonnel’s program for recruiting, rotation, transfer, and assignment. 
In the subcommittee’s hearings the Director of the Office of Personnel 
described the situation in the following words: 


Question. How does this lack of knowledge of where the 
funds are or this lack of central control affect your planning? 

Mr. Witson. Obviously, if you are in a position where you 
cannot transfer an individual from one regional bureau to 
another regional bureau it makes it rather difficult for our 

lanning for assignments and transfer. What we try to do, 
basins we feel that it is good personnel management, is to 
line up our transfers about 6 months ahead. If we run into 
a situation where a regional bureau, because of financial limi- 
tations or something of that nature, cannot take 1 man, 
it can very well affect the transfer of about 5 or 6 other 
people. 

Our job is a big game of checkers, you might say. Before 
you can put A into one post, you have to have a vacancy. 
When you pull A into that post you have got to plan to move 
the chap whose position he is taking. You have to plan to 
move him out. You have to plan at the expiration of his 
home leave to have him assigned to a third post. You are 
constantly making your moves of one individual based on 
three, four, or five other individuals. 


So serious has this problem been, the subcommittee was informed, 
that personnel operations of the Department at one point last year 
had to be halted to some extent until the Office of Personnel could sit 
down with the regional bureaus and try to balance their books to 
discover whether or not money was available to handle a particular 
situation. 

The conclusions which the Heller task force reached after analyzing 
this problem were stated in these words from a special Personnel 
Management Program Report, dated March 3, 1954, and submitted 
to the Department at that time: 


PERSONNEL PLACEMENT 


7. At the present time, the regional bureaus have respon- 
sibility for the salary funds that enable payment of people 
within the staffing patterns of their posts, whereas the 
Office of Personnel has responsibility for placing the people 
within these staffing patterns. This division of responsi- 
bility for salaries and authority for placement of American 
Foreign Service perenne is one of the principal causes of 
inefficiencies in the personnel placement operation. 

(a) Under this arrangement, after the staffing patterns 
have been established, the regional bureaus’ control of 
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salary funds gives them no assurance of having these funds 
used properly, since the staffing patterns may be under- 
manned or overmanned in accordance with the Office of 
Personnel’s efficiency of placement operations. 

(6) On the other hand, the fact that each regional bureau 
does presently have responsibility for these salary funds 
hampers the Office of Personnel in making the inevitable ad- 
justments that become necessary in order to use people most 
effectively. The control of funds, in effect, provides the 
regional bureaus with arbitrary power to block certain trans- 
fers or assignments. 

(c) Frequently, the movement of personnel, which may be 
mutually agreed upon as desirable movement from the 
standpoint of the most efficient utilization of the people in- 
volved, may be held up because of each regional bureau’s 
budgetary desires to minimize salaries charged against its al- 
lotment. In an overall analysis, such hindrance to the 
personnel placement operation is entirely unnecessary since 
all American Foreign Service personnel continue to receive 
their regular salaries regardless of the overobligated or under- 
obligated status of the various bureaus’ separate allotments 
for American Foreign Service salaries. 

(d) Since the regional bureaus may transfer the use of 
funds allotted for American Foreign Service salaries to other 
purposes within their respective areas of operations (or vice 
versa) without advance consultation of the Office of Person- 
nel, the requirements for American Foreign Service personnel 
recruitment and placement activities are constantly shifting; 
thus, sufficient time is not provided for the Office of Personnel 
to adjust recruitment and placement plans to conform with 
this ever-shifting base. 

(e) Reconciliation of this situation of a division of respon- 
sibility for salaries and authority for placement of American 
Foreign Service personnel is a prime requisite to establishing 
an efficient personnel management program. 


It was these findings which led to their proposal to centralize in the 
Office of Personnel the control of American Foreign Service salary 
funds. On this the Department has taken no action and, here again, 
a major Heller proposal, 2 years after it was first made, is still “under 
study.” 

Since the way funds are controlled appeared to go a long way toward 
explaining what at first glance seemed to be deficiencies in personnel 
management, the subcommittee turned its attention to the controller- 
ship functions of the Department. 


. ConTROLLERSHIP FUNCTIONS 


The subcommittee found that the way the Department of State 
manages its funds is not only complex, it is incredible. There is no 
doubt that the task is a difficult one, but the practices which have 
grown up in the Department to perform this function conform to 


almost no principles of good management so far as the subcommittee 
could determine. 
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This is not due to the absence of an understanding within the 
Department of these principles, but rather to a failure to act accord- 
ingly. Heller’s final report summarized the situation ia these words: 


Although concepts of modern controllership have been set 
forth within the Department, these concepts are not closely 
followed in practice. Examination of controllership activi- 
ties being performed by fiscal management shows evidence 
of compliance with legal requirements but reveals a neglect 
of some functions authorized and needed for constructive 
control. 


Perhaps the simplest way to depict how the Department operates 
in this respect is to trace their controllership activities through the 
budget cycle. 

The Department gets its funds from some 15 different appropria- 
tions, among them such appropriations as “‘Missions to international 
organizations,” “Contributions to international organizations,” “In- 
ternational educational exchange activities,” and others. In terms 
of departmental administration, the most important and the one 
with which the subcommittee concerned itself was the appropriation 
foe salen yet and expenses which for fiscal 1955 amounted to about $63 
muon. 

In making up requests for this appropriation the central budget office 
of the Department is responsible for preparing budget estimates 
based on submissions from the various bureaus and offices of the 
Department. For the policy side, estimates covering both domestic 
end overseas operations are prepared by the regional bureaus with the 
small administrative staffs in each bureau doing the principal work. 

Just how the regional bureaus establish the facts on which to make 
up their estimates is not entirely clear, since, as the subcommittee 
found in its hearings abroad, the posts in the field, at least so far as 
Latin America was concerned, are not always asked to submit their 
estimates. The last time the Embassy in Lima was requested to 
submit a budget estimate, the subcommittee was told, was on April 
26, 1951. What the posts are required to do from time to time, 
although it could not be established that it was in connection with 
preparation of a budget estimate, is report their personnel situation in 
terms of their existing staffing pattern. In other words, they are 
requested to indicate how many more people of what kinds they 
believe they will need or how many fewer they need to carry their 
workload. 

The budget estimates made up by and in the regional bureaus are 
submitted to the Department’s central budget office where such 
adjustments are made as may be necessary to keep the total Depart- 
ment request within bounds. 

In the normal pattern of events, the total request is screened by the 
Bureau of the Budget for conformance with the requirements of the 
Presidential budget and then presented to the Congress. 

At the beginning, on July 1, of the new fiscal year for which the 
funds have been requested the Department requires its various offices, 
including the regional bureaus, to submit a financial plan of how they 
intend to spend the money to be allotted to them when it is received. 
It was of interest to the subcommittee to note that the figures used as 
a basis are not the budget estimates but rather the current year’s 
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expenditures adjusted to reflect programs which are intended to be 
added or dropped in the new fiscal year. 

As far as posts visited by the subcommittee in Latin America are 
concerned, it appears that the regional bureaus regularly request sub- 
missions of financial plans front the field. 

Why the posts in the field are not directed to use as the basis for 
planning their expenditures the same figures that have been presented 
tojthe Congress as the Department’s estimates of what those expendi- 
tures will is a quéstion that is dificult to answer in an entirely 
satisfactory manner. But it is clear in any event that the allocations 
of funds which are eventually made available to the posts are related 
to these financial plans and not to the budget presentations made to 
the Congress. The role which the budget presentation plays in the 
process is apparently to justify the total of the money requested. 
Then, when the appropriation is received, it is treated as a fund whose 
actual expenditure will be planned only when its final amount is known. 
The fact that the Congress traditionally appropriates a smaller amount 
of funds than is requested appears to be considered by the 
Department as freeing them to a considerable extent from the obliga- 
tion to relate their financial expenditures to their budget request. 
The then chief budget and finance officer of the Department, the late 
Edward B. Wilber, when asked by the subcommittee whether con- 
gressional action on the budget was not an exercise of congressional 
judgment of the way the Department’s activities should be carried 
out, gave the following reply: 


Mr. Witser. Not on a line-item basis. In other words, 


we submit to them, of course, the staff pattern for all bureaus; 
and we do that every year. However, that is not looked 
— as a rigid stipulation of so many people in a certain 


place. And, of course, while we come up with a request for 
Congress to approve essentially what is in the budget, and if 
they approve it, we would take the position that we would 
have to conform, practically speaking, to the line items that 
are reflected in the budget. But traditionally, we come out 
with considerably less than we have presented, and we have 
to reshape all of the elements that go to make up your 
operation. 


The subcommittee fully appreciates the fact that a reduction in 
funds below those requested necessarily involves some revision in 
planning. Whether the Department should feel free to “reshape all 
of the elements’’ that go to make up its operations is another question. 

How the Heller people viewed this process is indicated in the fol- 
lowing excerpt from their final report. 


There is no systematic attempt to reconcile the financial 
plan for a fiscal year with budget estimates previously pre- 
sented to the Congress as a basis for appropriations. 
Apparently no one is held accountable for differences between 
the two; thus, little protection is afforded against careless or 
irresponsible estimating. 


In any event, as indicated in the following colloquy, such reductions 
are not necessarily of serious impact on the Department’s operations: 


Mr. Harpy. Of course, it nearly always happens that there 
is some reduction. Those reductions are usually based on a 
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reasonable belief which the committee has that the original 
request has not been fully supported, 

Mr. Witser. That is correct. 

Mr. Harpy. So if the committee is correct then the reduc- 
tion which has been made by the Bureau of the Budget and 
and also by the committee should not impose any hardship. 

Mr. Witzer. That is correct. 


The really crucial problem with which the Department must deal 
in its financial planning is not the reduction by the Congress of its 
requests, but rather the unforeseeable contingencies which their 
experience shows are virtually certain to arise in the course of any 

ear. In view of this fact, how the funds received are allocated is of 
interest. In effect, what the Department does is to allocate practically 
all the funds it receives to the various offices and bureaus throughout 
the Department, with little or no central reserve held back to meet 
contingencies. ‘The following excerpt from the subcommittee’s 
hearings illustrates this point: 


Mr. Wiiser. We don’t establish any reserve for con- 
tingency because, while originally it may have been contem- 
plated in the funds requested from the Bureau of the Budget, 
we actually never come out with the funds that would permit 
us to do that. 

Question. In other words, when you get a reduction in 
your estimate by the Bureau of the Budget or reduction in 
your request by the Congress, what you take out is your 
contingency element? 

Mr. Witser. That is the only adjustable item other than 
cutting back in programs; yes. 


Quite apart from the financial straitjacket within which the Depart- 
ment puts itself by programing all funds up to the hilt, a serious and 
fundamental question of the role which these actions assign to Con- 
gress is involved. As indicated in Mr. Wilber’s statement quoted 
above, the Department includes in its original budget request some 
funds, whether identified as such or not, for contingencies. Thus, its 
budget request includes what are regarded as actual foreseeable pro- 
gram requirements and an additional sum for unforeseeable require- 
ments. When the Bureau of the Budget and the Congress make 
cuts in the total request, the Department does not interpret that as 
a mandate to cut back on its programs. If it did, it would seem obvious 
that the appropriate action would be to cut back proportionately on 
both its program and its contingency funds. Indeed, it could be 
argued that the entire cut should be absorbed by cutting back on 
foreseeable programs. Instead of doing this, the Department makes 
every effort to maintain such programs at the level originally planned 
before they were reviewed by the Bureau of the Budget or the 
Congress. 

The evidence lies in the fact that the Department regularly allots 
all of its funds as soon as they are received to specific programs. 
The following excerpt from the subcommittee’s hearings summarizes 
the Department’s practice in this regard: 


Mr. Harpy. The thing that seems to stick out here is 
that all the funds that are appropriated are gy aE to 
carry out specific programs, notwithstanding the fact that 
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you know that somewhere there are going to have to be 
some contingencies met and disposed of, and instead of keep- 
ing reserves you give it all to them and hope that you will 
be able to go am when faced with a contingency, and say 
“Let us see if we can borrow from Peter to pay Paul.” 

Mr. Wivser. That operation is exactly et t we are going 
through now. * * * 

Mr. Harpy. My point is this: If the Bureau of the Budget 
and the Congress saw fit to reduce the appropriation below 
the requests made, they must have expected that whatever 
contingencies were ‘inchided in the original request also would 
be provided for in the final appropriation and instead of 
making an allocation of the total amount it would seem to 
me that the Department should make some reservations 
there to meet the contingencies which they had originally 
included. 

But when Congress cuts an appropriation you immediately 
eliminate all contingencies rather than eliminate any of the 
program, or reducing any of the program. 


As might be expected, the result of this kind of allotment process is 
a series of financial crises within the Department each year as they 
endeavor to meet important contingencies by withdrawi ing program 
allotments already made. The nature of these crises and how the 
are handled will be described in the pages that follow, but at this 
point it is clear that they do not arise because of reductions by the 
Congress in the Department’ s budget request. Moreover, as long as 
the Department manages its funds in this fashion, the situation cannot 


be improved by greater generosity by the Congress in dealing with the 
Department’s annual budget. As a matter of plain fact, this constant 
pattern of reprograming which seems to have been accepted by the 
Department as normal casts real doubt on the validity of the budget 
requests presented to the Congress. The following testimony during 
the subcommittee’s hearings is illuminating on this point. 


Question. The arrangement by which you meet these 
contingencies when you are programed up to the hilt is by 
shifting programs. Ts that right? 

Mr. Witser. That is correct. 

Question. When you start a year you already know that 
there are some program elements which have been presented 
to the Congress which will not be carried out? 

Mr. Wiser. That is correct. 

Question. So in effect, some portions of your program are 
there as justification for funds which you know in advance 
are going to be used for something else? 

Mr. Wiuper. Yes. 


The only explanation for such actions, so far as the subcommittee 
can make any sense at all out of them, would seem to be that the De- 
partment sees itself the sole custodian within the United States 
Government of responsibility for the conduct of this country’s foreign 
affairs, at least as far as the Congress is concerned. In actions of this 
sort, the Department does not appear to recognize that the Congress 
in voting money for the Department intends not simply to supply a 
fund for departmental use but also to exercise through the power of 
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the purse some control over how itis spent. A reduction in an appro- 
—— request should therefore be ey. mee by the Department 

or what it is, a judgment by the ney ee that the programs presented 
in justification of the request should be similarly reduced. 

tose were it not for this consideration, the experience of the De- 
partment, which is described in the following pages, in trymg to operate 
throughout the year with little or no reserve, has regularly involved 
them in such financial gyrations that the subcommittee is completely 
at a loss to understand why, just from this standpoint alone, they have 
not been driven to a better system. 

The subcommittee examined in some detail the fiscal operations of 
the Department 1n fiseal year 1955, and made the following findings: 

On July 26, 1954, the Department received its salaries and expenses 
funds in the amount of $62.7 million. It allotted to the bureaus $62 
million, retaining $700,000 unallotted. At the same time, however, 
there were on hand urgent requests for more than $2.7 million. 
Nearly $1.5 million of these requests were from operating areas of the 
Department to provide for increases of 248 domestic positions and 48 
Foreign Service positions. The other requests were to carry out 
certain recommendations of the Wriston committee. Thus, in the 
opening days of the fiscal year the Department was already $2 million 
in the hole. 

The next month, after granting some of these requests, the Depart- 
ment had an unallotted balance of $54,721, but there were now on 
hand urgent requests for $2.8 million. More than half of the total 
was for “general strengthening’ of domestic and foreign service 
operations by the addition of 229 personnel, Also included in these 
requests was an item of $384,000 for opening new posts in Cambodia 
and Laos. 

At this point the Department’s budget office recommended that 
$900,000 of these requests be met by assessing the geographic bureaus. 
In other words, the idea was to withdraw from the regional bureaus 
some of the money already allotted to them. As the subcommittee’s 
hearings showed, this process requires the budget office to be able to 
prove if necessary that the regional bureaus actually have and can 
spare the money. This, under the existing system where the regional! 
bureaus keep their own books and make expenditures against practi- 
cally lump-sum allotments, is clearly not always easy to do. Appar- 
ently in this case, however, the budget office was successful. 

Nevertheless, the third month of the fiscal year found the financial 
situation worse. As of September 10, the unallotted funds held by 
the Department had remained constant in the amount of $54,721. 
But the urgent requests on hand had by that time increased to nearly 
$4 million. 

This desperate situation was relieved by equally desperate measures. 
The Department found that there were funds available under another 
appropriation, that for ‘Acquisition of buildings abroad.” Certain 
expenditures from that appropriation, it was discovered, were author- 
ized for the same general purposes for which expenditures from the 
salaries and expenses appropriation were being used. What the 
Department did was to transfer responsibility for some of these 
activities to the Office of Foreign Buildings Operations. By so 
doing, the Department was able to relieve the salaries and ses 
appropriation of expenditures totaling $1.2 million which could then 
be applied against the $4 million in urgent requests. 
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What the Department itself thought of the propriety of this trans- 
action is perhaps best indicated by the following excerpt from a 
memorandum dated January 18, 1955, from the Department’s 
Controller, Mr. Isaac W. Carpenter, Jr., to Mr. Loy W. Henderson, 
Deputy Under Secretary of State for Administration. 


While basic authority exists for conducting building oper- 
ations and maintenance under both “Salaries and expenses’”’ 
and “Acquisition of buildings abroad,” there is an element 
of legal blemish in transferring this responsibility after appro- 
priations have been passed for each. We may face pointed 
questioning on this decision during the forthcoming hearings. 


The situation appears to have settled down somewhat after this 
point since at the midpoint in the fiscal vear on December 31, 1954, 
urgent requests were down to $400,000, while there was still unallotted 
$238,000. There was, however, an additional $900,000 included in a 
suppementel appropriation request which was pending. 

is period of relative affluence was shortlived, however, since on 
February 28, 1955, the unallotted balance had dwindled to $163,000 
against urgent requests which were still demanding $400,000. Less 
than 2 weeks later, on March 11, 1955, the requests had jumped to 
$1,132,000 while the unallotted funds on hand were $164,000. 

At this point, the Department had to call a halt in certain of its 
operations in order to find funds to meet some of these requests. It 
was at this point that the Deputy Under Secretary for Administration 
sent an appeal to all bureaus and to all posts abroad requesting that 
they review their financial situations with a view to turning back any 
spare funds to meet the current crisis in the Department. At the 
same time recruiting operations had to be brought to a halt and the 
travel of new officers to the field was held up to save travel money. 

By the end of the fiscal year, however, when all its accounts were 
finally computed, the Department wound up with a balance on hand 
out of the salaries and expenses appropriation of an estimated $200,000 
to $300,000. 

In reviewing this pattern of the handling of funds, the subcommittee 
finds itself uncertain as to just how it ought to be characterized; but 
one thing is clear: by no stretch of terms should it be called financial 
management and control. The series of crises which, according to 
the Department’s own statements, are an annual occurrence lead to 
a continual reprograming of funds throughout the year where the 
chief function of the controller’s office seems to be to dig up the funds 
even to the point of activities which in the Department’s own words 
have “an element of legal blemish.’ 

There is no doubt in the subcommittee’s opinion that unforeseen 
circumstances do arise and that funds are needed. Basically, this is 
why supplemental appropriations are made. The Department always 
has this possibility open to it if it can meet the criteria set by the 
Bureau of the Budget for requesting one. These criteria, excerpted 
from Bureau of the Budget Circular No. A-41, revised dated Decem- 
ber 19, 1951, are as follows: 


Policy on supplemental estimates: No supplemental esti- 
mate (or increase in limitation) will be considered unless it is 
due to circumstances not foreseeable at the time the annual 
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estimates were submitted, or to subsequent action by Con- 
gress and the matter is of sufficient urgency to warrant imme- 
diate action. 


In the series of requests for additional funds which confronted the 
Department’s fiscal people in 1955, it appears that only the $900,000 
item met these criteria, since that was the only one for which a supple- 
mental appropriation to the salaries and expenses funds was asked. 

There are two things of interest in connection with this request for 
a supplemental appropriation. First, it was required to supply the 
Office of Personnel with home-leave funds which, although Seated 
in the original budget, were diverted elsewhere and then had been 
reprogramed to meet demands arising out of the implementation of 
the Wriston program and to defray costs of opening new posts in 
Cambodia and Laos. Second, the appropriation when it was finally 
obtained in the amount of $750,000 was not new money, but was in 
the form of an authorization to transfer that amount from another 
Department appropriation, “Government of occupied areas,” in which 
a surplus was available. The contrast with the Department’s action 
in connection with the appropriation for foreign buildings operations 
is apparent, although in fairness to the Department it must be noted 
that at the time that transaction occurred Congress was not in session. 

When the fits and starts which such constant shifts must make in 
carrying out operational programs are considered, it becomes some- 
what easier to understand why such thiags as planned personnel pro- 
grams are well nigh impossible. 

In addition, when it is recalled that it is only with difficulty that 
the central budget office can discover just where surplus funds may 
be available within the regional bureaus, the arguments for centralized 
control of American Foreign Service salaries take on a more important 
aspect. 

The Heller report made a number of observations about these 
various activities. The following summary statement from that 
report is, in the light of the subcommittee’s study, essentially correct: 


The Department is generally without the planning and 
reporting techniques, the information, management perspec- 
tive, and stimulus for improvement which more constructive 
controllership would provide. 


In the subcommittee’s judgment the Department should move 
immediately to revise its controllership activities. Specifically, at a 
minimum, it should insure that there is retained by the administra- 
tive side of the Department from the start of each fiscal year unpro- 
gramed funds in sufficient amount to meet contingencies for which 
supplemental appropriations cannot be obtained. In addition, the 
withdrawal of control over American Foreign Service salaries from 
the regional bureaus and placing it in the Office of Personnel appears 
to be advisable. With both of these steps taken, it should be rela- 
tively simple to reach a satisfactory solution to the man-in-motion 
problem. 

Tae Funpine or tHe Heiter Contract 


The way the Department funded the Heller contract is open to 
serious question. Having no provision in its budget for such a survey, 
the Department decided to pay for it out of confidential funds which 
Congress had appropriated specifically for emergencies arising in the 
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diplomatic and consular service. Under the law, the Secretary of 
State is required to account for disbursements from this fund by means 
of a brief statement which gives only the amount paid out and certifies 
that it was “expended for lawful purposes * * * the nature and object 
of which expenditures it is deemed advisable not to specify.” In 
addition, according to Department witnesses, the complete details for 
which these funds have been expended are presented each year to the 
House and Senate Appropriations Committees on a confidential basis 
for their review. Department witnesses, however, could not recall 
whether the use of these funds to pay for the Heller contract was ever 
presented to these committees for their review. 

In the opinion of the subcommittee this transaction represents a use 
of these funds which is contrary to congressional intent if not tech- 
nically illegal, 

OrHER ADMINISTRATIVE PROBLEMS 


The work of the Heller task force covered a number of other activ- 
ities of the Department. Studies were undertaken of its organiza- 
tional structure, of its contributions to international organizations, of 
training, and of foreign economic reporting. 

It was possible for the subcommittee to inquire only briefly into 
these subjects. Each is important and from the review made of them 
it is apparent to the subcommittee that substantial changes in each 
are necessary. <A prerequisite, however, to dealing adequately with 
the Department’s difficulties in these fields is action on the matters 
which have been described in detail in this report. 


Tue NEED FoR STRONGER MANAGEMENT 


The system under which the Department has been attempting to 
carry on its administration is one of partial decentralization based 
on a Hoover Commission recommendation in 1949 that the regional 
bureaus be given not only substantive authority for foreign policy in 
their geographic areas, but be given “adequate tools of administra- 
tion.””’ What seems to have escaped notice is that the same recom- 
mendations also said that the “Deputy Under Secretary on the ad- 
ministrative side must at all times retain firm control over the deter- 
minants and carrying out of administrative policies.’”” What has 
happened, obviously, is that decentralization has given way to decon- 
trol. It was precisely to redress this situation that Congress gave 
extraordinary rank to the Department’s top administrative officer 
in Public Law 2, but in the subcommittee’s judgment there can be no 
doubt that the effort has been a failure. 

When Heller Associates finished their assignment on May 15, 1954, 
Public Law 2 had been in operation for well over a year. Yet, on 
that date they found it necessary to record this general conclusion: 


After 10 months’ work, exemplified by previous sections of 
this report, the most outstanding impression gained of ad- 
ministrative management is its inability to get things done 
with facility. Not only is it hesitant to exercise authority, 
because of deference to opposition encountered, but also there 
is a marked lack of understanding of the requirements of 
good management. This adds up to produce a tolerant 
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maha than aggressive attitude toward administrative 
affairs. 

As noted elsewhere, in connection with personnel manage- 
ment and controllership, there is a spirit, if not a tradition, 
of self-sufficiency prevalent on the substantive side of the 
Department. Regional bureaus tend to hold aloof from 
accepting policies and services from the administrative area 
of the Department and to oppose suggested improvements in 
basic practices. It, therefore, should be understood that 
before administrative management can effectively assert 
itself, substantive officials must accept the point of view that, 
good administration can be of real assistance to them. 


Based on its own inquiries the subcommittee can only agree. Yet 
the Department, in the stature it subsequently assigned to its top 
administrative officers, gives evidence that it does not concur. 


Pusuic Law 2 Resecrep 


Mr. Morton continued in the post of Acting Under Secretary for 
Administration for 4 months after Mr. Lourie’s resignation. Since, 
according to Mr. Lourie’s testimony, it was understood from the start 
that he would be leaving at the end of a year, the failure of the Depart- 
ment to have a successor ready to step into his post could be inter- 
preted as poor planning on the part of the Department or a lack of 
interest in the post itself. That both interpretations were correct was 
made clear by Mr. Morton in his testimony before the subcommittee 
It was not until the end of March, he said, that the decision was made 
to recruit someone from outside the Department to fill Mr. Lourie’s 
post. At the same time, the Department reached a decision to down- 
grade the post to that of Deputy Under Secretary which had the effect 
of reducing its stature to the position it had before the enactment of 
Public Law 2, even though that law was to continue in effect until 
December 31, 1954. To the extent that the reforms and reorganiza- 
tion which the Congress intended to promote by establishing this 
position had been completed, this decision by the Department might 
have, in the subcommittee’s judgment, some color of justification. But, 
as the foregoing record has shown, the real tasks had hardly been 
touched. Nonetheless, the subcommittee sought to learn how much 
of Heller’s work had been accepted and how much of it had been 
carried out. 


IMPLEMENTATION OF HELLER RECOMMENDATIONS 


One measure of the degree to which Heller’s proposals had been 

implemented was the extent of dollar savings actually made. A com- 
arative tabulation, dated January 11, 1955, and prepared by the 
epartment, of the economies effected follows: 
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Comparative estimates of economies effected by Heller recommendations 





Department esti- 
mates of actual Heller estimates 
savings 





1954 fiscal|1955 fiscal} Completed, 
year year {1954 fiscal year 





Office of General Services (formerly Division of Central 
Services): 


1. Inventory reduction, New York $18, 260 
2. Inventory reduction, Washington, D. C 27 ABE rg ies 
3. Reduction in envelope inventory 4, 000 
4. Forms review and control 9, 834 
Office of Communications and Records (formerly Divi- 
sion of Communications and Records): 
5. Air pouch, weight limitation 





INCOMPLETED WITHDRAWALS 
Office of General Services (formerly Division of Central 
“= Visite of warehouse operations to Géneral 
Services Administration... - -. 


(Staff reductions at Washington warehouse). ___ 
10. Direct deliveries of bulk paper (awaiting alloca- 





" ee ae eS RSS eee ees eee ee 
12. U. 8. Despatch Agency, services for other 


— 15, 000 
13. U. 8. Despatch Agency, personal shipments. ._- 52, 500 

Office of Communications and Records (formerly Divi- 
sion of Communications and Records): 
14, Telegraph, volume control 255, 748 
Special assignments: 
15. Tabulating machine installations 6, 300 

16. Correspondence Review Staff, Executive Secre- 

taria 54, 900 


110, 179 | 731, 048 
297, 792 | 380, 087 | 489, 172 1, 322, 379 























ana figures are combined estimates on all three courier pouch items which are chargeable to a single 
ment. 
3 Not implemented. 


It should be noted in the above tabulation that “incompleted 
withdrawals’ means those amounts which had not been withdrawn 
from operating funds since the projects to which they pertained had 
not been implemented. 

In this list, it is apparent that much of Heller’s work under the 
first phase of their contract when they were dealing almost exclu- 
sively with the Division of Communications and Records was imple- 
mented even though estimated savings as computed by Heller and 
by the Department show wide variations. Notable exceptions were 
the projects to obtain reimbursement for the United States Dispatch 


Agency’s handling of personal shipments and services it performs for 
hh 


other agencies. e Department reported these two Peers as still 
under study as of August 2, 1955, nearly 2 years after Heller had sub- 
mitted its recommendation. Two things appear to have delayed 
action on these two proposals. On the matter of charging for per- 
sonal shipments handled it was argued that, although there appeared 
to be no statutory base for such a service, to charge for it would have 
an adverse effect. on morale of personnel overseas. The other and 
perhaps more important reason for delay was that under the law it 
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was believed that any fees collected by the Department would have 
to be turned back to the Treasury rather than returned for depart- 
mental use. 

On the matter of controlling the use of telegraphic means of com- 
munication, the Department reached the conclusion, the subcommittee 
was told, that their present regulations were adequate to attain the 
results for which the Heller proposals had prescribed precise pro- 
cedures. The subcommittee is not convinced, however, that the 
Department’s conclusion is well-founded in view of the fact that while 
Heller estimated that telegraphic traffic could be reduced to the 
extent that more than $255,000 could be saved in fiscal year 1955 
through employment of recommended procedures, the Department 
found it necessary on April 8, 1955, to call the attention of all officials 
to the fact that telegraphic traffic was getting out of hand. The 
opening sentence of the memorandum whisk gave this notice said: 


In March the telegraphic traffic rose to an alltime peak 
in movement of messages and to the highest wordage totals 
since February 1953. 

The subcommittee observes in connection with this matter of 
telegraph volume control that it is one of the few projects undertaken 
during the first phase of the Heller work which would have a direct 
impact on a departmentwide basis and would affect the administration 
in the overseas posts. 

In regard to the work undertaken in the second phase of their 
assignment, the record shows that with the exception of action 
which has been taken to implement a proposal to improve certain 

ersonnel records, the Department regards the remainder of the 
Heller recommendations as “under study.” Only one proposal, that 
of abolishing the post of Director General of the Foreign Service, was 
reported to the subcommittee as rejected. 

Vhen it is remembered that the subcommittee’s review of these 
matters came more than a year after Robert Heller & Associates had 
concluded their work, it is deat that the Department has no intention 
of taking action unless it has to. This pattern was set from the mo- 
ment of Mr. Lourie’s departure. Knowing that a full-time replace- 
ment for Mr. Lourie would be appointed in the near future, Mr. 
Morton directed Mr. E. T. Wailes, the Assistant Secretary for Ad- 
ministration, to implement as many of the Heller recommendations 
of a mechanical and procedural type as he could, but to leave the 
Heller recommendations on fiseal control and personnel management 
for the future man. The man who was ultimately appointed to Mr. 
Lourie post was Charles E. Saltzman, a former member of the Wriston 
Committee. Although his title was Under Secretary for Adminis- 
tration, it is clear that his chief function was to give impetus to the 
rapid implementation of the Wriston program. A few days before 
Mr. Saltzman was sworn in, Mr. Wailes resigned as Assistant Secre- 
tary for Administration and Isaac W. Carpenter, Jr., was appointed 
from private life to fill that post. It was to Mr. Carpenter that Mr. 
Saltzman, on August 3, 1954, turned over responsibility for evaluat- 
ing the Heller program, specifically requesting Mr. Carpenter to recom- 
mend acceptance or rejection of those proposals which had not been 
implemented. As a man completely new to the Department, Mr. 
Carpenter found himself in no position to make the specific recom- 
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mendations for which Mr. Saltzman had called and the upshot of 
the matter was that by January 11, 1955, he compiled instead a 
“progress report” on the Heller report, which for the most part was 
a descriptive summary of the Heller work. There the matter appears 
to have rested until the subcommittee early last year expressed 
interest in it. Since then some further attention appears to have been 
ane to a number of proposals which had been lying dormant in the 
— files, but no important result appears so far to have 
issued. 
Tue Impact or tHe Wriston CoMMITTEE 


Although the Department has not dealt adequately with its essen- 
tial problems of administration, this is not to say that major changes 
have not been made in its operations during this period. The fact 
of the matter is that the Department has been engaged in an extraor- 
dinary shift in its personnel structure under the Wriston program, 
the core of which is the planned integration into the Foreign Service 
Officer Corps of some 2,500 positions both at home and abroad. 

As was pointed out earlier, the work of this committee, according 
to its terms of reference, was to cover almost all the major areas 
which had been included in the comprehensive personnel program 
seagemage by the Heller people to Mr. Lourie. The approach used 
xy the Wriston Committee was, however, quite different. For the 
most part, the Wriston group concentrated on identifying important 
deficiencies in the skills possessed by the Foreign Service nate the 
management of these skills. 

While the Wriston Committee identified many of the same problems 
as did the Heller task force, its work did not extend to establishing the 
basic causes in terms of administrative management of the situations 
it found in need of improvement. 

An ironic note in this connection is that the implementation of the 
Wriston program has placed a staggering additional burden both in 
terms of personnel management and Racal conavel on the same admin- 
istrative machinery which even the Wriston Committee found had all 
it could carry. 

If a final note of irony is needed, the subcommittee finds one in the 
fact that the Wriston Committee recommended as the principal key to 
reorganizing and strengthening the administrative management of the 
Department the “prompt designation of a suitably qualified individual 
for the position of Deputy Under Secretary for Administration.” It 
was just such a key that the Congress thought it was providing for 
when it enacted Public Law 2. The record, however, would seem to 
indicate that it does not work. 

Even so able and qualified an individual as the present Deputy 
Under Secretary for Administration, Mr. Loy W. Henderson, cannot 
solve the basic problem in the absence of a fundamental change 
throughout the Department in its attitude toward the role adminis- 
trative management must assume. 


O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


SEVENTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SPECIAL SUBCOMMITTEE ON THE GENERAL 
ACCOUNTING OFFICE 


On June 6, 1956, the Committee on Government Operations had 
before it for consideration the report of its Special Subcommittee on 
the General Accounting Office. 

After consideration of the report as submitted, upon motion made 
and seconded, the report was unanimously approved as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


During February 1955, Hon. William L. Dawson, chairman of the 
House Committee on Government Operations, constituted himself 
and Hon. Glenard P. Lipscomb, a member of the committee, as a 
— subcommittee to study the organization and administration of 
the United States General Accounting Office. 

This is a preliminary report of that special subcommittee. Current 
reorganization programs of the General Accounting Office initiated 
during the subcommittee’s study would seem to indicate need for 
continued congressional attention to the problems of the Office. 

The subcommittee commends the Comptroller General and other 
officials and employees of the General Accounting Office for their 
most helpful and sincere cooperation with the subcommittee in the 
conduct of this study. The subcommittee looks forward to a con- 
tinuance of this effective working relationship aimed at the eventual 
—— of admittedly difficult organizational and administrative 
problems. 

The General Accounting Office, created by the Budget and Account- 
ing Act of 1921, is an agency of the Congress and part of the legisla- 
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tive branch of the Government. It audits and settles the accounts 

and claims of the Government, and advises and assists the Congress 

and the executive agencies on matters relating to expenditures. The 

General Accounting Office is under the control and direction of the 

Comptroller General of the United States, who is appointed by the 

President, by and with the consent of the Senate, for a term of 15 
ears. 

The House and Senate Committees on Government Operations 
have a particularly close relationship with the General Accounting 
Office because they are, both by statute and by the rules of the Senate 
and the House, charged with the responsibility of considering initially 
all proposed legislation, messages, petitions, memorials, and other 
matters relating to budget and accounting measures (other than 
appropriations). As related duties, these committees have also been 
assigned the responsibility of receiving and examining reports of the 
Comptroller General of the United States and of submitting such 
cecommendations to their respective Houses as they deem necessary 
or desirable in connection with the subject matter of such reports, and 
studying the operation of Government activities at all levels with a 
view to determining its economy and efficiency. 

The committee believed that a study of the General Accounting 
Office was appropriate at this time. The committee last conducted 
a formal review of the General Accounting Office in 1949. At that time 
the Office had only limited experience in the administration of the 
Government Corporation Control Act of 1945, and had only recently 
been assigned new responsibilities under the Federal Property and 
Administrative Services Act of 1949. Since that time the Post Office 
Department Financial Control Act of 1950 and the Budget and 
Accounting Procedures Act of 1950 have assigned additional responsi- 
bilities to the Office. With the passage of over 5 years since the enact- 
ment of these latest statutes, a fair trial period would seem to have 
elapsed and a reevaluation of the overall operations of the Office 
would seem to be warranted. 

The information upon which this report is based was gathered from 
several sources, including documentation furnished by the General 
Accounting Office upon request of the subcommittee. In addition 
there were numerous conferences between members of the committee 
and representatives of the General Accounting Office. 

Further aid was lent to this study due to the parallel interest of the 
Military Operations Subcommittee of the full committee in the func- 
tions of the General Accounting Office as they relate to the work of 
that subcommittee. Mr. Lipscomb, as a regular member of the Mili- 
tary Operations Subcommittee, and Mr. Dawson, as an ex officio 
member of that subcommittee, participated in executive hearings of that 
subcommittee on May 17 and 27, and June 1, 2, and 7, 1955, at which 
times the Assistant Comptroller General and other representatives of 
the General Accounting Office discussed the general organization and 
administration of the Office, and certain reports of the Office. 








SUMMARY OF OBSERVATIONS, CONCLUSIONS, AND RECOM- 
MENDATIONS 


This section summarizes the observations, conclusions, and recom- 
mendations of the subcommittee made elsewhere within the bodyef 
this report where more detailed basis for the statements is presented. 

The subcommittee’s observations, conclusions, and recommenda- 
tions are submitted in a spirit of constructive cooperation. The 
subcommittee believes that serious consideration of its recommenda- 
tions followed by proper implementation would do much to strengthen 
the General Accounting Office in carrying out the functions that the 
Congress, by the passage of acts setting forth the responsibilities and 
functions of the Office, assigned to it. 

During the subcommittee’s study a limited reorganization of the 
General Accounting Office, consolidating the Division of Audits and 
the Accounting Systems Division into a more integrated auditing 
organization, has been announced.’ The subcommittee believes this 
development is a step in the right direction. The subcommittee has 
also noted some changes of key personnel in the General Accounting 
Office resulting from resignations and reassignments during the sub- 
committee’s study. However, the subcommittee wishes to caution 
that the replacement of personnel and limited shifting of functions 
will not of themselves accomplish the results which the subcommittee 
has in mind, 

The subcommittee requests that the Comptroller General submit to 
the subcommittee, by Revenues 1, 1956, a written reply setting forth 
the views of the General Accounting Office with respect to the findings, 
observations, conclusions, and recommendations contained in this 
report, together with a statement of the action proposed to be taken 
by the Office with respect to each of the subcommittee’s recommenda- 
tions. Itis Pichia that additional hearings will be held by the 
subcommittee to review this reply from the Comptroller General. 


Reports OF THE COMPTROLLER GENERAL 


The subcommittee believes that the quality and effectiveness of 
reports issued by the General Accounting Office could be improved. 

The annual reports of the Comptroller General have not furnished 
sufficient information about the adequacy and effectiveness of the 
accounting of Government agencies, and the manner in which the 
agencies are carrying out their financial responsibilities. 

Other reports issued by the General Accounting Office, particularly 
those prepared by the Division of Audits, the Accounting Systems 
Division, and the Office of Investigations seem to indicate that too 
much consideration may have been given to revisions of draft reports 


1 See appendix A, exhibit 1, p. 45, Outline of Planned Changes in Organization and Operations. 
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in response to the views of the agencies before reports are issued and 
transmitted to the Congress. 

Other matters noted in the Office’s system for reporting its findings 
to the Congress include protracted delays between the initial prepara- 
tion of reports and their ultimate transmission to the Congress, 
instances of varying formats of reports which fail to highlight the 
most significant portions of the reports, some cases of adiaente 
documentation of findings before transmission of reports to the 
Congress, transmission of many reports to agencies without simul- 
taneous transmission to the Congress, and instances of failure to 
keep the Congress adequately and currently informed as to the action 
taken by the agencies in response to the Office’s recommendations. 

The subcommittee recommends that— 

1. The annual report of the Comptroller General be further 
enlarged and improved to furnish more detailed information 
about the adequacy and effectiveness of the accounting in Gov- 
ernment agencies and the manner in which the agencies are 
carrying out their financial responsibilities, more detailed in- 
formation about the coverage, scope, and status of the Office’s 
various audit programs, and more detailed information about 
the status of major administrative and legislative recommenda- 
tions made by the Office during the year. 

2. The General Accounting Office guard against any possibility 
of giving too much consideration to revision of draft reports in 
response to the views of the agencies before sending the reports 
to the Congress. The General Accounting Office report the facts 
disclosed by audits and investigations of agencies in a completely 
independent manner, keeping in mind that one of the primary 
responsibilities of the Office is reporting to the Congress, regardless 
of the consequences induced by such reports. 

3. The General Accounting Office take action to remedy to 

the greatest extent possible the matters noted in its system for 
reporting its findings to the Congress. 





Suirr 1n ADMINISTRATIVE EMPHASIS 





The General Accounting Office’s stated shift in emphasis may be 
characterized as a shift from its former concept of controlling expendi- 
tures, through its authority to “settle” accounts, to a new concept of 
auditing executive agencies and reporting to the Congress detailed 
criticisms of the adequacy and effectiveness of agency accounting 
systems and of financial aspects of the administration of executive 
agencies. 

The subcommittee believes that the new emphasis upon auditing of 
agencies and evaluation of agency accounting systems and procedures 
during such audits is sound and commendable, but that the Office’s 
objectives can never be fully realized without considerable improve- 
ment in the program’s application. 


CENTRAL ACCOUNTING 


Although the warrant system has been discontinued, the subcom- 
mittee believes that continuing emphasis is necessary toward integrat- 
ing agency accounting with Treasury accounting aka Gininating much 
of the duplication that continues to exist. 
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EXPENDITURE ANALYSIS AND APPROPRIATION ACCOUNTING 


The subcommittee believes that both the Congress and the General 
Accounting Office have not taken the proper initiative to implement 
section 206 of the Legislative Reo ization Act of 1946. Section 
206 requires the Comptroller General to make an expenditure analysis 
of each agency in the executive branch of the Government which, in 
the opinion of the Comptroller General, will enable the Congress to de- 
termine whether public funds have been economically and efficiently 
administered and expended. 

Also, the subcommittee believes that the General Accounting Office 
has shown a lack of initiative in attacking the problems which have 
handicapped the Congress in obtaining meaningful information about 
the true status of appropriations. 

The subcommittee recommends that— 

1. The Comptroller General make a thorough review of the posi- 
tion of the General Accounting Office with respect to section 206, 
and make a report to the Committee on Government Operations as 
to whether complete implementation of section 206 by the General 
Accounting Office is feasible. The report of the Comptroller 
General should include recommendations for repeal, modification, 
or implementation of section 206 depending upon which course of 
action appears desirable. 

2. The General Accounting Office be more aggressive in estab- 
lishing criteria and taking such other steps as may be necessary to 
provide effective and meaningful agency reporting on the status of 
appropriations. Where the fault lies in the performance of the 


agency, the General Accounting Office should so report to the 
Congress in a timely manner. 


Division or AupItTs 


A review of the work performed by the Division reveals defects of 
varying significance which, if not corrected, would in time seriously 
impair the usefulness of the:Office to the Congress in evaluating the 
financial management of the executive agencies. 

The comprehensive audit program, although apparently sound in 
concept, presents many difficult problems in administration. The 
nature of the approach used, unless skillfully applied, is likely to lead 
to undue emphasis on unnecessary and relatively insignificant detail 
rather than concentration on major aspects of financial administration. 
The independence of viewpoint which is required to render objective 
reports is difficult to maintain when auditors remain for sustained 
periods of time on the audit of a single agency and morale problems 
may result if an effective plan of rotation is not followed. 

Too little emphasis has been placed on extending the comprehensive 
audit program to cover the Rt ein of Defense. Conversely, 
relatively too much effort has been concentrated in nondefense 
agencies where opportunities for significant savings are relatively 
less than in the military agencies. 

The Congress in many cases can attribute only limited significance 
to many of the audit reports because of the limited scope of many of 
the audits and the frequent unwillingness or inability of the auditors 
to state an caciellied opinion as to the accuracy and adequacy of 
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financial statements presented in the audit reports. The audit reports 
cover many complex operations and, in practice, the extent of the audit 
varies from one period to another. Unless the actual scope of the 
audit and the opinion and certification of the auditors with respect to 
financial statements are clearly presented, the Congress may rely 
more fully on the audit than the actual scope of the work performed 
warrants. 

The reports are too late reaching the Congress to be of maximum 
aid in taking corrective action. The Congress, in too many instances, 
can regard these reports only as historical documents of limited 
interest. 

The subcommittee recommends that— 

1. Continuing consideration be given to improvement in 
management of the Division. 

2. The comprehensive audit program in actual practice place 
more emphasis upon major aspects of financial administration. 

3. The present administration of the comprehensive audit 
program be safeguarded to assure independence of viewpoint. 

4. More emphasis be placed on extending the comprehensive 
audit program to cover expenditures of the Department of De- 
fense. 

5. The actual scope of audits performed be enlarged where 
necessary to conform with the scope of audit determined to be 
necessary and set forth in audit assignments by the Comptroller 
General. 

6. Major attention be devoted to effecting improvements in 
accounting systems of executive agencies through both the 
accounting systems work of the General Accounting Office and 
the accounting systems programs of the executive agencies to 
bring accounting systems of executive agencies up at least to the 
minumum levels of accuracy and adequacy that will make pos- 
sible the unqualified certification of financial statements of such 
agencies in the opinions of the General Accounting Office auditors 
as expressed in the Office’s audit reports. 

7. Reports be issued on a more timely basis. 

8. Continuing attention be given to providing more incentive 
for qualified personnel to remain with the Division. 

9. More positive action be taken by the Division in pre- 
senting audit reports to the Congress and in assisting the Congress 
to assure that necessary corrective measures recommended in such 
audit reports are actually taken by the agencies concerned. 


AccouNnTING Systems Drvision 


A review of the work being performed by the Division indicates the 
executive agencies should assume greater responsibility for the ac- 
counting systems function. 

Aside from the Comptroller General’s statutory responsibility to 
prescribe principles, standards, and related requirements for account- 
ing to be observed by each executive agency, primary responsibility 
for the maintenance of accounting systems and the producing of 
financial reports with respect to the operations of executive agencies 
rests with the executive branch of the Government. The activities 
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of the General Accounting Office should be concentrated on the review 
and evaluation of agency systems in conjunction with its audit efforts. 
Out of this work should come constructive and practical recommenda. 
tions to the agencies for improvements. Cooperative systems work 
with the agencies should be designed primarily to assist in the develop- 
ment of practical solutions to new or unique problems and not as a 
substitute for agency initiative. This approach would leave the 
Genera) Accounting Office in a better position to make objective 
appraisals of agency systems and minimize the possible embarrass- 
ment of having to make adverse reports on systems designed by the 
General Accounting Office. 

Reports dealing only with improvements or progress under the 
joint program to improve accounting in the Federal Government do 
not tell the whole story. Such reports should also include an objective 
appraisal of weaknesses and deficiencies so that they will contribute 
to an understanding of the job remaining to be done. 

The subcommittee recommends that— 

1. The Accounting Systems Division be abolished as a separate 
entity, and its functions be reconstituted (a) by establishing the 
development of the principles, standards, and related require- 
ments for accounting to be prescribed by the Comptroller General 
for observance by the executive agencies in one group, and (6) 
by integrating the cooperative accounting systems work with 
the agencies with the audit work of the Office. 

2. Review and evaluation of agency systems be undertaken 
in the course of audits and the results be reported with other 
audit findings, along with appropriate recommendations for 
corrective action. 

3. The annual report on progress under the joint program to 
improve accounting in the Federal Government include an 
objective appraisal by the General Accounting Office of the agency 
systems drawn from General Accounting Office audit findings. 


Orricre OF INVESTIGATIONS 


A review of the work and performance of the Office of Investigations 
raises a question as to whether the investigative function of the 
General Accounting Office should be continued as a separate entity. 
Most of the work is of a type which could well be performed by a 
group of highly trained investigators working within, or in the closest 
coordination with, the General Accounting Office’s auditing organiza- 
tion. 

The reports, surveys, etc., issued by the Office of Investigations, 
while pointing up specific instances of waste or irregularity, have not, 
for the most part, been of value to the Congress and the agencies. in 
revealing significant areas of weakness in financial administration. 
Also, in many instances there seems to be a duplication of the areas 
covered by the auditors. 

The subcommittee recommends that— 

1. The Comptroller General review the functions and activities 
of the Office of Investigations to determine whether the office 
should continue as a separate entity of the General Accounting 


Office. 
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2. The function and duties of the Office of Investigations, 
whether continued as a separate organization or not, be more 
clearly defined, with a view to confining the work to specific in- 
vestigative cases, or special surveys which (a) do not lend them- 
selves to development in the audit due to timing and other 
factors, or (6) require development through the use of techniques 
that are beyond the scope of audits under generally accepted 
auditing principles. 

3. Personnel performing investigative work be highly 
qualified for this type of work, and all investigative work carried 
out in close coordination with the auditing and other divisions 
of the General Accounting Office. 

4. Documentation of investigative cases be improved. 

5. The Comptroller General continue to furnish the services 
of highly qualified investigators to congressional committees to 
assist in the investigation of such matters concerning the receipt, 
disbursement, and application of public funds as may be called 
to the attention of the Congress by the Comptroller General or 
by other parties. 


OFFICE OF THE GENERAL COUNSEL 


A review of the work performed by the Office of the General Counsel 
indicates that many of the decisions which are prepared by that Office 
for the Comptroller General deal with relatively minor matters con- 
cerning pay, travel allowances, etc. This would indicate an avoidance 
of responsibility on the part of disbursing and certifying officers and 
the need for more clear-cut definitions, whenever possible. 

The subcommittee recommends that the Comptroller General review 
the functions, activities, and decisions prepared by the Office of the 
General Counsel to assure that clear-cut definitions on travel and 
allowances, and other such matters are issued whenever possible in 
order that the many items now submitted for advance decision may be 
reduced to a more reasonable number. 


Criaims Division 


A major portion of the work of the Claims Division in the area of 
claims against the Government involves the handling of so-called 
claims which are otherwise valid but for which payment has been 
delayed for three fiscal years. Under the present lew. these pay- 
ments must be processed by the General Accounting Office. Pro- 
cessing of these delayed payments in the agencies is identical with 
the processing of payments within the statutory period, and the 
work performed by the General Accounting Office serves no useful 
purpose. 
The subcommittee recommends that— 

1. The Congress enact legislation to authorize payment of 
delayed items i the agencies where no question of law or fact 
is involved, thus eliminating duplicate handling of these items. 

2, As a regular part of the audit, the Gee A stgtan tian Office 
concentrate its efforts on determining the reason for the agencies’ 
delay in processing payments and recommend corrective action to 

speed up payments. 
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TRANSPORTATION DIVISION 


As a result of the Transportation Act of 1940 most payments for 
transportation furnished to the Government are paid by the agencies 
without preaudit. As a rule, the only audit is performed by the 
General Accounting Office, after payment, with the result that re- 
covery of overcharges may be delayed for many months. By not 
making preaudits an effective element of good management is not 
used, and carriers retain overpayments for inordinately long periods 
of time. The question of whether preaudits by the agencies is as 
economical and as efficient, from an overall standpoint, as the cen- 
tralized post audit by the General Accounting Office is recognized. 
However, the subcommittee believes that the question warrants 
most careful consideration by the Comptroller General and by the 
agencies. The second Hoover Commission in its report on Trans- 

ortation recommended that studies be made by the Department of 
efense and the General Services Administration to determine 
whether preauditing of transportation bills is feasible and economical. 

The subcommittee recommends that— 

1. The Comptroller General follow closely the studies being 
made by the Department of Defense and the General Services 
Administration on the question of preaudit of transportation 
payments. 

2. In the event the studies by the Department of Defense and 
the General Services Administration indicate, to the satisfaction 
of the Comptroller General, the feasibility of administrative 
preaudit of transportation payments by any or all agencies, the 


General Accounting Office assist the agencies in establishing 
proper preaudit procedures. As those procedures are perfected, 
the postaudit of the General Accounting Office be relaxed to the 
extent justified by the effectiveness of the preaudit conducted 
by the agencies. 
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CHAPTER I 


HISTORY AND FUNCTIONS OF THE GENERAL ACCOUNTING 
OFFICE 


The General Accounting Office is the agency of the Congress to 
check on the financial transactions of the Government. It was estab- 
lished by the Budget and Accounting Act of 1921, as an arm of the 
Congress, and has always been a part of the legislative branch of the 
Government.' Its broad functions are to audit and settle the public 
accounts, and to advise and assist the Congress in matters relating 
to the public moneys. 

The General Accounting Office is a nonpartisan agency, headed by 
the Comptroller General of the United States, who is the agent of the 
Congress. The Comptroller General and the Assistant Comptroller 
General are appointed by the President for terms of 15 years, must be 
confirmed by the Senate, and can be removed only by the Congress. 
The Comptroller General cannot be reappointed. 

The functions of the General Accounting Office are clearly traceable 
through predecessor governmental units and devices to the very be- 
ginnings of our American Government. Its creation was the result of 
continued effort on the part of the Congress to effectively fulfill its 
constitutional power to control the public purse in spite of repeated 
attempts to defeat or circumvent that control. 

The purpose of this subecommittee’s study of the General Accounting 
Office has been to determine the degree to which the General Account- 
ing Office has or has not measured up to the intentions and expecte- 
tions of the Congress. 
Section A. FrvancraL ADMINISTRATION Prior TO THE EsTARLISH- 
MENT OF THE GENERAL ACCOUNTING OFFiCE 


American Government has always faced a variety of apparently 
insoluble problems stemming basically from the concept of separate 
owers embodied within a single governmental structure. In varying 
orms, even prior to the adoption of the United States Constitution in 
1788-89, both Colonial and Federal Governments preceding the forma- 
tion of the United States had generally consisted of three branches 
which could be characterized as legislative, executive, and judicial. 
The resolution of conflicts among these three branches has formed a 
substantial portion of our constitutional law, and the merits and short- 
comings of such a governmental system of separate but interrelated 
owers have been the subject of endless debate and discussion amon 
istorians, political scientists, public administrators, and our uaaet 
and appointed public officials, not only in the United States but in 
other countries which themselves have had long historical experience 

with varying forms of ‘separate powers” governments. 


1 For detailed citations to the legislative history of the major legislation pertaining to the authority and 
responsibilities of the U. S. General Accounting Office, see appendix A, exhibit 3, p. 56. 
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One of the most difficult problems in such governments of separated 
powers traditionally has been to devise workable and acceptable 
devices for the control of expenditures of public moneys. Generally, 
as exemplified in the United States Constitution, the legislative branch 
of the Government is given express power to levy taxes to provide 
revenue for the operation of the Government, and express power to 
control the appropriations of moneys from the Public Treasury to 
finance the operations of the Government.’ 

The executive branch of the Government typically is either ex- 
pressly, or by clear implications as in the United States Constitution, 
charged with the responsibility of administering the actual expenditure 
of such moneys in exchange for goods or services furnished the Govern- 
ment, in accordance with the terms governing such expenditures set 
forth in appropriations bills enacted from time to time. 

Generally, two devices are commonly used by the legislative branch 
in an attempt to insure that the actual expenditure of funds by the 
executive branch will conform with the will of the legislature. One 
device is to frame the legislative enactment appropriating moneys with 
such precision that administrative discretion will be closely limited 
in the actual expenditure of funds, and so that any substantial devia- 
tion from the legislative intent will be clearly unauthorized, improper, 
or perhaps illegal, and subject to injunction or other remedy through 
normal governmental processes. Another device is to establish offices 
and officials within either the legislative branch or within the executive 
branch, or within both as has been the American pattern, to continually 
check on actual expenditures and report to the legislative branch and 
to the executive branch any unauthorized, improper, and perhaps 
illegal expenditures or practices. These devices have met with 
varying success. 

Early colonists, profiting from bitter experience in.the mother 
country, insisted that their legislative assemblies direct their finances. 
Three months after the start of the Revolution, the Continental 
Congress appointed two Treasurers of the United Colonies, and then 
made the first “appropriation’’—$10,000 for riflemen’s accounts. 
More important, this was followed by the appointment of a committee 
of accounts or claims to examine or report on all accounts, and a 
standing committee to superintend the Treasury with authority 
to require the submission of vouchers and accounts for use in auditing 
public accounts. The Continental Congress itself intended to check 
on the accounting for public funds, and actually undertook the task. 
The power to follow and supervise the collection and expenditure of 
funds was recognized as implicit in the power over the purse. 

When such direct supervision interfered with legislative duties, the 
function was delegated to an Auditor General in the Treasury Office 
of Accounts, who was charged with stating, arranging, and keeping 
the public accounts. A further delegation of accounting authority 
was effected by an ordinance of 1779, creating a Board of Treasury 
including a majority who were not Members of the Continental 
Congress. Dissatisfaction led to the appointment in 1781 of a Super- 

® Art. I, sec. 8, United States Constitution: ‘“The Congress shall have power (1) To lay and collect taxes, 
duties, imposts, and excises to pay the debts and provide for the common defense and general welfare of the 
United States; * * * (2) To borrow money on the credit of the United States. * * *” 

Art. I, sec. 9, United States Constitution: “* * * (7) No money shall be drawn from the Treasury but 


in consequence of appropriations made by law; and a regular statement and account of the receipts and 
expenditures of all public money shall be published from time to time. * * *”’ 
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intendent of Finance in the Treasury, aided by a Comptroller, a Treas- 
urer, a Register, and auditors, to regulate the ury and adjust pub- 
lic accounts. The Comptroller was empowered to superintend the 
settlement and direct the form of public accounts, and to hear and 
finally determine appeals from the auditors’ action on the accounts, 

After the adoption of the Constitution in 1788-89, the system 
adopted by the Congress in 1781 was revived, leaving accounting 
with the Treasury. The Treasury Department was established by 
an act of 1789, with five principal officers: Secretary, Comptroller, 
Auditor, Treasurer, and Register. The role of the Comptroller was 
greatly strengthened in comparison with the powers originally vested 
in this officer by the 1781 ordinance, and the scope of the activities of 
the accounting officers was enlarged. In the course of the debate on 
the act of 1789, James Madison aptly observed that since the Comp- 
troller’s principal duty of deciding the lawfulness and justice of 
claims and accounts was judicial in character, there might be strong 
reasons why such an officer should not be in the executive branch, 
but should have such a tenure as would make him responsible to 
the public generally. Others concurred, but this view did not gain 
acceptance for many years. 

Widespread diversion of funds by the executive branch was still 
possible, and there were instances of open defiance of the Congress 
by officials in the executive branch. An act of 1809, accordingly, 
required that officers who received public money account for it in 
accordance with appropriations, and officers who expended the 
money apply it for the purposes stated in the appropriations and no 
other. In 1817 a new statute specified in language which is still 
the law—except that the General Accounting Office is now the 
settlement agency—that— 

* * * a)i claims and demands whatever, by the United States or against them, 
and all accounts whatever, in which the United States are concerned, either as 
debtors or as creditors, shall be settled and adjusted in the Treasury Department 
In 1823, Congress prohibited the advance of public money, except 
under the direction of the President, to disbursing officers and to 
certain military and naval personnel. 

Several acts increased the numbers of comptrollers and auditors 
within the Treasury Department, and a law was enacted making the 
balances certified by the auditors on settlement of the accounts final 
and conclusive on the executive branch. But the next great change 
in the accounting system was made by the Dockery Act in 1894, which 
streamlined the system and effected some reforms which had been 
advocated for many years. It abolished the several kinds of “comp- 
trollers,’’ which had grown up under previous laws, and centralized 
control in a Comptroller of the Treasury. It strengthened and clarified 
the role of the auditors in the Treasury, but centralized control over 
the auditors in the Comptroller. And it contained the first legislative 
authority for rendition by the Comptroller of decisions on the legality 
of proposed expenditures of public funds in advance of actual payments. 

After 17 years of operation under the Dockery Act, the Comptroller 
of the Treasury stated his conclusion that the accounting officers of 
the Government should be responsible to the Congress and to the 
Congress alone for their official actions. Also, President Taft’s Com- 
mission on Economy and Efficiency recommended other accounting 
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reforms. Costly experience in World War I served to emphasize the 
need for changes in the law. 


Section B. EstapLisHMENT OF THE GENERAL ACCOUNTING OFFICE 


With the enactment of the Budget and Accounting Act of 1921, 
creating the General Accounting ce, there was brought into exist- 
ence an audit and investigative agency in the legislative branch en- 
dowed with real enforcement powers.’ 

The act made the Comptroller General the agent of the Congress 
and responsible only to it. 

It abolished the former Comptroller of the Treasury and his sub- 
ordinate auditors and in general consolidated their powers and duties 
in the General Accounting Office, independent of the executive branch. 

It provided that all claims and accounts in which the Government 
is financially concerned are to be settled and adjusted in the General 
Accounting Office, and that balances certified by the Comptroller 
General are final and conclusive on the executive branch. 

It empowered the Comptroller General to prescribe the forms, 
systems, and procedures for administrative appropriation and fund 
accounting and examination of accounts and claims. 

And, of primary importance to the Congress, it directed the Comp- 
troller General to investigate the receipt, disbursement, and applica- 
tion of public funds, and to make regular and special reports and 
recommendations to the Congress. 


Section C. SuBseQquENT LEGISLATION 


() THE GEORGE ACT AND THE GOVERNMENT CORPORATION 
CONTROL ACT 


At the time of the enactment of the Budget and Accounting Act, 
Government corporations, aside from the Emergency Fleet Corpora- 
tion, were not of material importance in the Governmental structure 
and no provision was made in that act for an audit of their financial 
operations. During World War I the Government had made con- 
siderable use of corporations to conduct activities of a commercial 
nature. With the depression, emergency, and World War II periods, 
the use of Government corporations was greatly expanded until by 
1945 there were over 100 corporations in existence engaged in many 
types of enterprise. For the most part, their budgets and programs 
were not approved by Congress, nor were their expenditures audited 
by the General Accounting Office. 

Congress took cognizance of this fact during 1945 and undertook to 
place Government corporations under uniform controls. Jt enacted 
the George Act, the audit provisions of which were designed to bring 
all Government corporations under annual scrutiny by Congress 
through the medium of audits and reports by the General Accounting 
Office. Later that year it enacted the Government Corporation 
Control Act, which carried forward most of the audit provisions of the 
George Act and, in addition, provided for the submission of annual 
budgets by corporations wholly owned by the Government.‘ 


’ For complete text of the Budget and Accounting Act, 1921, see appendix A, exhibit 4A, p. 59. 
‘For complete text of the Government Corporation Control Act, see appendix A, exhibit 4B, p. 65. 


3 





14 THE GENERAL ACCOUNTING OFFICE 


The law applicable to the audit of Government corporations 
provides that their financial transactions shall be audited in accordance 
with the principles and procedures applicable to commercial corporate 
transactions. It requires the audits to be conducted at the place or 
places where the accounts of the corporations are normally kept. 

Reports of the audits are to be made to the Congress not later than 
January 15 following the close of the fiscal year for which the audit. is 
made. 


(II) LEGISLATIVE REORGANIZATION ACT OF 1946 


After a long period of inactivity with respect to the work of the 
Comptroller General, the House and Senate Committees on Expendi- 
tures in the Executive Departments* were given a definite place in 
the scheme of financial control by the Legislative Reorganization Act 
of 1946. This act states that— 


such committee shall have the cuty of * * * receiving and examining reports of 
the Comptroller General of the House (or the Senate) as it deems necessary or 
desirable in connection with the subject matter of such reports * * *. 


Thus, it was intended that the Congress should be so organized as to 
give full attention to the General Accounting Office reports and to 
obtain action on them. 

Tk... : . . ~ . . 

I'wo new duties were assigned the General Accounting Office by 
the Legislative Reorganization Act of 1946.° 

Section 205 of the act authorized and directed the Comptroller 
General 


* * * to make a full and complete study of restrictions placed in general ap- 
propriation acts limiting the expenditure of specified appropriations therein, with 
a view to determining the cost to the Government incident to complying with such 
restrictions, and to report to the Congress his estimate of the cost of complying 
with such restrictions and such other recommendations with respect thereto as he 
deems necessary or desirable. 


Section 206 of the act authorized and directed the Comptroller 
General 


* * * to make an expenditure analysis of each agency in the executive branch 
of the Government (including Government corporations), which, in the opinion 
of the Comptroller General, will enable Congress to determine whether public 
funds have been economically and efficiently administered and expended. Re- 
ports on such analyses shall be submitted by the Comptroller General, from time 
to time, to the Committees on Expenditures in the Executive Departments,’ to 
the Appropriations Committees, and to the legislative committees having jurisdic- 
tion over legislation relating to the operations of the respective agencies, of the 
two Houses. 


(Il) FEDERAL PROPERTY AND ADMINISTRATIVE SERVICES ACT 
OF 1949 


Additional duties were assigned the General Accounting Office by 
the Federal Property and Administrative Services Act of 1949 which 
requires the Comptroller General, after considering the needs and re- 
quirements of the executive agencies, to prescribe principles and 


5 In the Senate, the name of the former Committee on Expenditures in the Executive Departments was 
changed to the Committee on Government ee by S. Res, 280, 82d Cong. It was changed in the 
House by H. Res. 647, 82d Cong. See also H. Res. 735, 82d Cong. 

* For complete text of sections 205 and 206 of the Legislative Reorganization Act of 1946, see appendix A, 
exhibit 4C, p. 69. 

7 See footnote 5 above. 





THE GENERAL ACCOUNTING OFFICE 15 


standards of accounting for property and to cooperate with the execu- 
tive branch in the develépment of property accounting systems.® 


(IV) POST OFFICE DEPARTMENT FINANCIAL CONTROL ACT OF 1950 


The Post Office Department Financial Control Act of 1950 trans- 
ferred to the Postmaster General the accounting and reporting 
functions which had been performed for the Post Office Department 
by the General Accounting Office, and provided for a comprehensive 
site audit of the financial transactions of the Department by the 
General Accounting Office. 

Since that time, the Post Office Department, assisted by the 
General Accounting Office, is reported to have made considerable 
progress in reorganizing its entire financial administration structure 
along modern controllership lines. 

Although the subcommittee did not make a detailed study of the 
Post Office Department’s new program, it noted that the Subcommittee 
on Post Office and Postal Operations, a subcommittee of the House 
Committee on Post Office and Civil Service, recently reviewed the 
program and reports that— 

This new financial and controllers’ organization, like all other phases of the 
Department’s reorganization, is not complete but the preliminary inquiry made by 
the subcommittee justifies the conclusion that the new accounting procedures are 
well conceived. The announced purpose is to provide for the Post Office Depart- 
ment a most modern method for handling its records of income and expense and 
for the production of reports that will be helpful to management. Whether it will 


develop all the advantages now claimed for it must be determined after the or- 
ganization is complete and fully functioning.® 


(V) BUDGET AND ACCOUNTING PROCEDURES ACT OF 1950 


The latest major statutory development in the history of the 
General Accounting Office was the passage of the Budget and Account- 
ing Procedures Act of 1950."° Part II of this act deals with accounting 
and auditing and declares it to be the policy of Congress that— 

* * * the accounting of the Government provide full disclosure of the results 
of financial operations, adequate financial information needed in the management 
of operations and the formulation and execution of the budget, and effective 
control over income, expenditures, funds, property, and other assets. 

The act directs the Comptroller General, the Secretary of the 
Treasury, and the Director of the Budget Bureau to conduct a con- 
tinuous program for the improvement of accounting and financial 
reporting in the Government. The Comptroller General is also 
directed to prescribe the principles, standards, and related require- 
ments for accounting to be observed by each executive agency; to 
cooperate with the executive agencies in the development of their 
accounting systems; to review such systems from time to time and 
report thereon to the Congress; and to audit the financial transactions 
of each executive, legislative, and judicial agency. The act also 
authorizes the Secretary of the Treasury to prepare such reports for 
the information of the President, the Congress, and the public as will 
present the results of the financial operations of the Government. 


8 For complete text of sections 205 and 206 of the Federal Property and Administrative Services Act of 
1949, see appeniddix A, exhibit 4D, p. 69. 
* Report on General and Financia Management, Decentralization and Reorganization of the Post Office 
ot cheno House Cemenyere on Post Office and Civil Service, H. Rept. No. 1741, 84th Cong., 2d sess., 
February 2, 1956, p 
td complete text ot the Budget and Accounting Procedures Act of 1950, see appendix A, exhibit 4E, 
Pp 
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CHAPTER II 
CURRENT STATUS OF THE GENERAL ACCOUNTING OFFICE 


This chapter will sketch and appraise the administrative history 
of the General Accounting Office, with particular emphasis upon the 
current status of the various components and functions of the Office. 

Several facts in the Office’s administrative history stand out quite 
clearly; other facts are more difficult to state with complete accuracy.’ 

Current operating units of the General Accounting Office consist of 
the Office of the Comptroller General, the Office of Administrative 
Services, the Division of Personnel, the Accounting Systems Division, 
the Division of Audits, the Claims Division, the Office of the General 
Counsel, the Office of Investigations, the Transportation Division, 
and the European Branch.’ 

During the subcommittee’s study a limited reorganization of the 
General Accounting Office has been announced. Under the new re- 
organization plan, the Division of Audits and the Accounting Systems 
Division are being merged, and their closely related activities are being 
reassigned to newly created auditing and accounting divisions in a 
more functional type of organization 


Section A. Reports oF THE COMPTROLLER GENERAL 


The original Budget and Accounting Act of 1921 envisioned and 
intended that: 


Section 312. (a) The Comptroller General shall investigate, at the seat of 
Government or elsewhere, all matters relating to the receipt, disbursement, and 
application of public funds, and shall make to the President when requested by 
him, and to Congress at the beginning of each regular session. a report in writing 
of the work of the General Accounting Office, containing recommendations con- 
cerniag the legislation he may deem necessary to facilitate the prompt and accu- 
rate rendition and settlement of accounts and concerning such other matters 
relating to the receint, disbursement, and application of public funds as he may 
think advisable * * 


This broad general mandate, supplemented by later statutory man- 
dates concerning reports to be made on more specific matters, con- 
stitutes the authority and the responsibility of the Comptroller 
General to furnish informative reports to the Congress.™ 

In the course of its study, the subcommittee examined and dis- 
cussed with General Accounting Office representatives many examples 
of reports furnished by the Office to the Con 

The subcommittee believes that the county ¢ and effectiveness of 
almost all types of reports issued by the General Accounting Office 
can be improved. 

A logical source of detailed factual information about the operations 
of the General Accounting Office and the financial administration of 
oki tt S General Accounting, Office, see appendix Ay eb 7) gece 


t organization chart of Gaited States ined Office, p. aie 


4 For pee of ae one in ——— and operations, ae accompanying proposed organization 
charts, see exhibit 1, p. 

ia Pore. a Ceaapiobe list of reports to be made to Congress by the Comptroller General of the United States, 
see appendix A, exhibit 5, p. 76. 
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the executive agencies of the Government should be the annual 
reports of the Comptroller General. Unfortunately, these reports 
have not been very informative. Past annual reports of the Comp- 
troller General have, for the most part, included general information 
about the types of work which the Office performs. The most recent 
annual report (1955) marks a departure from the former format of 
annual reports in that the work of the General Accounting Office is 
described in terms of work performed by the entire Office with respect 
to the other agencies of Government, rather than in terms of work 
performed by each of the divisions of the Office. This presentation 
is much more informative in the sense that it furnishes more informa- 
tion about the adequacy and effectiveness of the accounting systems 
of Government agencies and the manner in which the agencies are 
carrying out their financial responsibilities. However, even more 
detailed information about the coverage, scope, and status of the 
various audit programs should be included together with more detailed 
information about the status of major administrative and legislative 
recommendations made by the Office during the year. 

Other reports issued by the General Accounting Office, particularly 
those prepared by the Division of Audits, the Accounting Systems 
Division, and the Office of Investigations seem to indicate that too 
much consideration may have been given to revisions of draft reports 
in response to the views of the agencies beiore reports are issued and 
transmitted to the Congress. Successive reviews of drafts of the 
reports by the agencies concerned and by various groups in the Gen- 
eral Accounting Office before issuance of the reports have a tendency 
toward reducing the original audit findings. Instances have also been 
noted where there are inconsistencies among concurrent reports of the 
various divisions of the General Accounting Office and the annual 
reports of various agencies of the Government as to the adequacy and 
effectiveness of the accounting systems in the agencies concerned. 

Other matters noted in the Office’s system for: reporting its findings 
to the Congress include protracted delays between the initial prepara- 
tion of reports and their ultimate transmission to the Congress, 
instances of varying formats of reports which fail to highlight the 
most significant portions of the reports, some cases of inadequate 
documentation of findings before transmission of reports to the 
Congress, transmission of many reports to agencies without simul- 
taneous transmission to the Congress, and instances of failure to 
keep the Congress adequately and currently informed as to the action 
taken by the agencies in response to the Office’s recommendations. 

The subcommittee recommends that— 

The annual report of the Comptroller General be further 
enlarged and improved to furnish more detailed information about 
the adequacy and effectiveness of the accounting in Government 
agencies and the manner in which the agencies are carrying out 
their financial responsibilities, more detailed information about 
the coverage, scope, and status of the Office’s various audit 
programs, and more detailed information about the status of 
major administrative and legislative recommendations made by 
the Office during the year. 

The General Accounting Office guard against any possibility 
of giving too much consideration to revision of draft reports in 
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response to the views of the agencies before sending the reports 
to the Congress. The General Accounting Office report the facts 
disclosed by audits and investigations of agencies in a completely 
independent manner, keeping in mind that one of the prima 
responsibilities of the Office is reporting to the Congress, regard- 
less of the consequences induced by such reports. 

3. The cael Accounting Office take action to remedy to the 
greatest extent possible the matters noted in its system for 
reporting its findings to the Congress. 


Section B. Sairr iN ADMINISTRATIVE EMPHASIS 


A mere recounting of the statutory history of the General Account- 
ing Office sheds some light on the much debated question of the exact 
congressional intent in initially establishing and in subsequently 
modifying the organization and statutory responsibilities of the Office, 
but it is less helpful in contributing to an understanding of the more 
important history of the actual administration of the Office. The 
fundamental character of the Office in its present-day form would 
seem to have been influenced more by a series of attempted shifts of 
emphasis in administration rather than by express statutory modifi- 
cations. 

The General Accounting Office’s stated shift in emphasis may be 
characterized as a shift from its former concept of controlling ex- 
penditures, through its authority to “‘settle’’ accounts, to a new con- 
cepi of auditing executive agencies and reporting to the Congress 
(and particularly to the appropriate legislative committees, the 
Appropriations Committees, and the Government Operations Com- 
mittees) detailed criticisms of the adequacy and effectiveness of 
agency accounting systems and of financial aspects of the adminis- 
tration of executive agencies. Theoretically, this should allow the 
Congress to take direct action in modifications of authorizations, 
appropriations, and the basic substantive jurisdictional legislation 
under which the agencies operate. 

Almost since the very establishment of the General Accounting 
Office in 1921, controversy has raged over the wisdom of incorporating 
in a single office responsible only to the Congress the two functions 
of auditing and of prescribing accounting systems. These two func- 
tions had been bodily transplanted from the Treasury Department 
by the act. To oversimplify the terms of the controversy, it may be 
stated that critics of the arrangement have generally contended that 
the accounting systems control functions should be vested in the 
executive branch of the Government, and that only the auditing func- 
tions should properly be vested in the legislative branch of the 
Government. 

The most recent major statutory expression in this field has been 
the passage of the Budget and Accounting Procedures Act of 1950, 
which in effect was a ratification of the joint accounting improvement 
program of the Comptroller General, the Secretary of the Treasury, 
and the Director of the Bureau of the Budget. The act conferred au- 


thority upon the Treasury Department and the Bureau of the Budget 
to share in the program for the improvement of accounting and finan- 
cial reporting in the Government, but retained in the General Account- 
ing Office the basic authority to prescribe the principles, standards, 
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and related requirements for accounting to be observed by each 
executive agency. 

A review of the accounting systems functions and limited audit 
programs exercised to date by the General Accounting Office indicates 
that they have not been completely effective in providing significant 
financial management information to the executive branch of the 
Government or to the Congress. 

It is believed that the time has been reached when emphasis should 
be on auditing by the General Accounting Office, with an evaluation 
during auditing of the accounting systems and procedures in the 
executive agencies, placing emphasis on improvement of internal 
management and internal controls of the executive agencies. Aside 
from the Comptroller General’s statutory responsibility to prescribe 
principles, standards, and related requirements for accounting to be 
observed by each executive agency, primary statutory responsibility 
for the maintenance of accounting systems and the producing of 
financial reports with respect to the operations of executive agencies 
rests with the executive branch of the Government. However, the 
Comptroller General is directed by law to cooperate with the agencies 
in the development of their systems. At the present time, executive 
agencies have their own individual internal accounting and auditing 
organizations, although the adequacy and effectiveness of these 
organizations varies greatly among the many agencies Unfortunately 
the auditing mechanisms presently available in the executive agencies 
are, in many cases, still in an early evolutionary stage, and it is ques- 
tionable whether mere review of their operations affords any real 
control by the Comptroller General or the Congress. 

It seems even more questionable, however, whether a detailed audit 
by the General Accounting Office would be advisable. Critics of the 
General Accounting Office’s detailed centralized or “Government 
type” audit program have been almost unanimous in characterizing it 
as largely ineffective in the sense that it affords little aid in expenditure 
control other than prevention of illegal disbursements. As these 
critics point out, such relatively few and sometimes relatively un- 
important instances of outright illegality can and should be curbed, 
but the major problem facing the Congress in this area is the much 
more difficult evaluation of the wisdom and soundness of administra- 
tion spending programs which are perfectly legal in the great majority 
of instances but which may or may not have been administered in an 
effective and efficient manner. 

The emphasis on auditing is intended to furnish the Congress just 
such information as would be necessary for the evaluation of the 
administration’s programs; but, unfortunately, the new comprehen- 
sive auditing program is not completely underway, and there must be 
considerable improvement in its application in order to achieve the 
desired objectives. 

Lack of personnel has been one of the reasons for lack of progress 
in the program. It appears to the subcommittee, however, that 
improvement in program application and administration must also 
be brought about. More competent personnel may be needed, but 
numbers alone will not bring about the desired result. 
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Section C. Centra AccouNTING—THE WARRANT PROCEDURE 


Until enactment of the Budget and Accounting Procedures Act of 
1950, approval of warrants constituted the initial control of public 
funds exercised by the General Accounting Office. Warrants issued 
by the Secretary of the Treasury and validated by countersignature 
in the General Accounting Office were uired to authorize the 
Treasurer to make proper disposition in. the Treasury of money 
coming into his official custody, to transfer money from the general 
fund to the credit of appropriations, to advance money to disbursing 
officers of the Government, and to effect transfers of appropriations. 
The General Accounting Office maintained in Washington thousands 
of duplicate accounts of appropriations made by the Congress and 
personal ledger accounts with the fiscal officers who collected and 
disbursed public funds. It used those accounts, together with analyses 
of appropriations and other fiscal legislation, in the performance of 
approving warrants and settling the accounts of such officers. 

Under the authority of sections 115 and 116 of the Budget and 
Accounting Procedures Act of 1950, the Comptroller General and the 
Secretary of the Treasury issued regulations discontinuing the 
warrant system. All processing of warrants was discontinued in 
1953. However, continuing emphasis is necessary toward integrating 
agency accounting with Treasury accounting and eliminating much 
of the duplication that continues to exist. 


Section D. Expenpirure ANALYSIS AND APPROPRIATION 
ACCOUNTING 


Section 206 of the Legislative Reorganization Act of 1946 directs 
the Comptroller General to make an expenditure analysis of each 
agency in the executive branch of the Government (including Govern- 
ment corporations) that, in his opinion, will enable the Congress to 
determine whether public funds have been economically and efficiently 
administered and expended and to report the results of his findings to 
the Committee on Appropriations, the Committees on Government 
ER and to the appropriate legislative committees of the two 

ouses. 

The Legislative Reorganization Act of 1946, Public Law 601, 79th 
Congress, section 206, Expenditure Analyses by Comptroller General, 
reads as follows: 


The Comptroller General is authorized and directed to make an expenditure 
analysis of each agency in the executive branch of the Government (including 
Government corporations), which, in the opinion of the Comptroller General, will 
enable Congress to determine whether public funds have been economically and 
efficiently administered and expended. Reports on such analyses shall be sub- 
mitted by the Comptroller General, from time to time, to the Committees on 
Expenditures in the Executive Departments, to the Appropriations Committees, 
and t to the legislative committees having jurisdiction over legislation relating to 
the operations of the respective ey me of the two Houses. 

(In the Senate, the name of former Committee on Expenditures in the 
Executive Departments was chan to the Committee on Government Opera- 
tions by S. Res. 280, 82d Cone t was changed in the House by H. Res. 647, 
82d Cong. See also H. Res. 735, 82d Cong.). 


up to the present time, no specie appropriation has been made 
by the Congress for the General Accounting Office to carry out this 
activity. : 
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The General Accounting Office neither advocated nor opposed the 
inclusion of section 206 in the Legislative Reorganization Act of 1946, 
but shortly after the section became law the former Comptroller 
General apparently felt that before taking any action to carry out 
its provisions some guidance should be sought from the Congress 
and from the committees the General Accounting Office is required 
by law to serve. The former Comptroller General met with some 
25 members of the Appropriations and Expenditures (now Govern- 
ment Operations) Committees of both the Senate and the House 
of Representatives on March 1, 1947, and an agreement was reached 
that only a modest beginning should be made. As a result of the 
agreement, there was included in the budget estimates for the opera- 
tion of the General Accounting Office for the fiscal year 1948 the 
sum of $1 million to begin the work required by section 206. How- 
ever, when the appropriation bill was reported by the House Ap- 
propriations Committee the sum requested was not included in the 
amounts recommended to the House. It was stated on the floor of 
the House by the member of the committee in charge of the bill that 
with the assistance being furnished by the General Accounting Office 
in its regular reports, and with the additional help available in the 
augmented committee staff, no additional appropriations could then 
be justified. It was further stated that if the job were to be done on 
peck a scale by a permanent staff it should be done by the General 
Accounting Office. 

At the time of consideration of the Independent Offices Appropria- 
tion Act of 1950, the Senate Appropriations Committee included the 
sum of $800,000 for the General Accounting Office to begin to carry 
out the duties under section 206. While this amount was included 
in the bill as passed by the Senate, it was eliminated in conference. 

In 1952 when the former Comptroller General appeared before the 
House Appropriations Committee he again pointed out that if it was the 
desire of the Congress for the General Accounting Office to proceed 
with the work contemplated by section 206 it could not be done within 
the Office’s regular appropriations. It was estimated that the General 
Accounting Office would need $1 million to make astart. The Appro- 
priations Committee, in reporting the Independent Offices Appropria- 
tion Act of 1953, made no mention of section 206 and no funds were 
included in the bill for the General Accounting Office to go ahead with 
the work. 

During consideration of the Independent Offices Appropriation Act, 
1955, an amendment was offered on the Senate floor to increase the 
General Accounting Office appropriation by $500,000 to carry out the 
purposes of section 206. The amendment was rejected. 

The General Accounting Office has not pressed the Congress for 
funds to carry out the expenditure analysis program as a separate 
entity and has taken the position that it is fu filling, to a degree, the 
objectives of section 206 as a part of the comprehensive audit program. 
However, an appraisal of the reports submitted to the Congress by the 
General Accounting Office does not indicate that any particular stress 
has been placed upon expenditure analysis in any of the individual 
comprehensive audits. 

The subcommittee believes that both the Congress and the General 
Accounting Office have not taken the proper initiative to implement 
section 206 of the Legislative Reorganization Act of 1946. 
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Also, the subcommittee believes that the General Accounting Office 
has shown a lack of initiative in attacking the problems which have 
handicapped the Congress in obtaining meaningful information about 
the true status of appropriations. 


The subcommittee recommends that— 


The Comptroller General make a thorough review of the 
position of the General Accounting Office with respect to section 
206, and make a report to the Committee on Government Opera- 
tions as to whether complete implementation of section 206 by 
the General Accounting Office is feasible. The report of the 
Comptroller General should include recommendations for repeal, 
modification, or implementation of section 206 depending upon 
mene course of action appears desirable. 

The General Accounting Office be more aggressive in estab- 
lishing criteria and taking such other steps as may be necessary 
to provide effective and meaningful agency reporting on the 
status of appropriations. Where the fault lies in the performance 
of the agency, the General Accounting Office shou’d so report to 
the Congress in a timely manner. 


Section E. Division or Aupits 
(I) ORGANIZATION AND FUNCTIONS 


The audits made by the General Accounting Office are designed to 
provide a basis for settlement of accountable officers’ accounts and to 
determine how well the agencies are managing their financial affairs. 
These activities are carried out through a Washington staff, 19 regional 
audit offices, and 3 military audit branches located outside of Wash- 
ington.’ The activities of the Division of Audits fall into three general 
categories which may be identified as (1) comprehensive audits, 
(2) other site audits, and (3) centralized audits. 

The term “comprehensive audit” is applied to those audit assign- 
ments which are designed to carry out all the audit responsibilities of 
the Office in a single-package approach. Stated as simply as possible, 
the purpose of the comprehensive audit is to determine how well the 
oy or activity under audit has discharged its financial responsi- 
bilities. 

Other site audits include (1) audits of salary payments to civilian 
employees of the Government, and (2) audits at contractors’ plants 
of payments under cost-type contracts. 

Centralized audits are performed on accounts of disbursing officers. 
Military disbursing officers’ accounts other than those of the United 
States Marine Corps are submitted for audit to the Army Audit 
Branch in Indianapolis, the Navy Audit Branch in Cleveland, and the 
Air Foree Audit Branch in Denver. Civilian disbursing officers’ 
accounts and accounts of disbursing officers of the United States 
Marine Corps are submitted for audit to the Civil Audit Branch in 
Washington, D. C. Accounts assigned for comprehensive or site 
audit are excluded from these centralized audits. 

The Division of Audits is the largest Division in the General Ac- 
counting Office in terms of personnel. It was established in 1952 as 

tyme pen mpegs tat, Gentine Oe eae ood roe S cate wo: peiemet. be he 


Accounting in all departments and agencies of t Government, see appendix 
B, exhibit 6, p. 78. 
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a consolidation of several divisions which had been formed to carry 
out specific auditing responsibilities of the Office. Since 1946, the 
number of personnel employed in such auditing has decreased almost 
steadily from a high of 9,517 to the present low of 2,793. 

Recruitment of qualified accountants has been a serious problem, 
especially since the inception of the comprehensive audit program. 


(I) SETTLEMENT OF ACCOUNTS—THE CENTRALIZED AUDIT 


One of the controls still exercised by the General Accounting Office 
is the centralized audit for the settlement of accounts of certain 
public officers. Originally the entire executive branch of the Govern- 
ment was audited in a limited manner under the centralized audit, 
and these audits were, for the most part, after the fact or post audits. 
The centralized audit is performed on the basis of the personal account- 
ability of the officers of the Government who have been entrusted 
with public funds. 

The comprehensive audit was intended to be similar to that per- 
formed by private accounting firms for business enterprises and has 
been applied to Government corporations and other agencies. The 
General Accounting Office reports about 34 percent of total annual 
Government expenditures currently being audited under the com- 
prehensive audit program and an additional 13 percent presently 
scheduled for coverage in a new extension of the program. Thus, the 
remainder of approximately 53 percent represents coverage by the 
centralized audit, and this "nd consists of expenditures by the 
Department of Defense. 

The centralized audit has been used in examining the financial 


transactions and settling the accounts of public officers for many 
years. It is based on the premise that an officer who handles public 
money must faithfully account for it or be personally responsible for 
repayment. The duties and responsibilities for handllng and account- 
ing for pote money are fixed by law and rest with two persons. 


One is the disbursing officer, who is restricted to and responsible for 
the disbursement of funds upon proper vouchers duly certified by an 
authorized officer of the department or agency concerned. The other 
is the certifying officer, who is responsible for the correctness of the 
facts underlying the vouchers as well as the legality of the disburse- 
ments. Both are responsible for collections coming to their hands. 
In the military departments the certifying and disbursing functions 
are combined in the disbursing officer. 

Broadly speaking, the purpose of the centralized audit is to deter- 
mine that the expenditures were made and collections accounted for 
in order that the account of the responsible fiscal officer may be 
settled. In the audit and settlement of accounts it is the duty of the 
General Accounting Office to see that collections are properly applied 
and that money is legally paid and spent solely for the objects for which 
the appropriations were made. 

Until about 1942, the bulk of this centralized audit work was 
performed in Washington, the necessary records for examination 
being physically transported to Washington from agency offices. In 
1942 those expenditures relating to the milita epartments were 
assigned for centralized audit at a few central branch points in the 
United States other than Washington. 
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At about the same time site audits were initiated in plants of defense 
contractors operating under cost-plus-a-fixed-fee contracts; this was 
a predecessor of the comprehensive audit program. 

At the present time both the central (including branch) and site 
audit programs are still being conducted but with an increasing 
reliance upon the validity of the prior audit by the agencies’ developing 
internal audit facilities, and a decreasing amount of detailed checking 
by _ personnel of the General Accounting Office assigned to such 
audits. 

In recent years the emphasis has switched to comprehensive audits, 
which are largely performed at the site of operations but are not to be 
confused with the much more limited type of site audit being made on 
Department of Defense cost-plus-fixed-fee contracts 


(III) THE COMPREHENSIVE AUDIT PROGRAM 


A review of the auditing programs of the General Accounting 
Office indicates that they are potentially valuable aids to the Congress 
in the evaluation of the effectiveness and efficiency of the accounting 
systems and the financial administration of the executive branch of the 
Government. The most promising and most ambitious auditing pro- 
gram of the General Accounting Office is the comprehensive audit pro- 
gram. Administration of this program is the responsibility of the 
Division of Audits. 

The comprehensive audit is a relatively new concept in govern- 
mental accounting. It is applied, at present, to Government corpora- 
tions and to certain other agencies of the Government. 

The comprehensive audit does not contemplate a detailed examina- 
tion of each and every transaction. It is based on the theory that 
after having determined that management has provided an adequate 
and working system of accounts, procedures, and internal control 
such a detailed examination usually is unnecessary. It has been 
intended that such audits be conducted in accordance with principles 
and procedures similar to those followed by public accountants. 
The stated objectives of the comprehensive audit program are such 
as could yield valuable information concerning the adequacy of 
financial administration in the executive branch. Briefly stated, they 
are: 

Aupir OBJECTIVES 


1. That the agency is carrying out only those activities or programs 
authorized by the Congress and is conducting them efficiently and in the 
manner authorized. 

2. That expenditures are made only in the furtherance of authorized activ- 
ities and in accordance with the requirements of applicable laws and regula- 
tions, including decisions of the Comptroller General. 

3. That the agency collects and accounts properly for all revenues and 
receipts arising from its activities. 

4. That the assets of the ney or in its custody are adequately safe- 
guarded and controlled and utilized in an efficient manner. 

5. That repens by the agencies to the Congress and to the central control 
agencies, such as the Bureau of the Budget, disclose fully the nature and 
scope of activities conducted and provide a proper basis for evaluating the 
agencies’ operations. 


Thus, the overall objectives are to fully disclose to the Congress the 
financial position, the effectiveness of management, and the operating 


5 For a detailed statement of the purposes and objectives of comprehensive audits, see appendix B, 
exhibit 8, p. 117. 
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results of the corporations and agencies audited and to make recom- 
mendations when necessary for more effective management, improved 
procedures, and enactment of needed legislation. 

In addition to the audit of financial accounts, the General Accounting 
Office is required by the Federal Property and Administrative Serv- 
ices Act of 1949 to audit all types of property accounts and trans- 
actions. The act requires such audits to be conducted insofar as 
practicable at the sites where the property or records are kept and 
specifies that the audit shall include an evaluation of the effectiveness 
of internal controls and a general audit of the discharge of the duty 
to account for property. 

The present status of the comprehensive audit program is discour- 
aging. The shortcomings of the program in actual operation are 
such that the stated objectives seem unattainable without drastic 
changes in the organization and administration of several divisions of 
the General Accounting Office. A review of some of the more obvious 
shortcomings of the program reveals that— 

(a) Coverage of the program.—The program now covers only approxi- 
mately 34 percent of the expenditures of the National Government, 
though proposed plans call for extension of the program to cover an 
additional 13 percent, making a projected total of approximately 
47 percent. The remainder of approximately 53 percent not covered 
by the comprehensive audit program are primarily expenditures in the 
Department of Defense where experience has demonstrated that most 
significant improvements in economy and efficiency can be effected.’ 

(6) Scope of audits—In many cases, the actual scope of operations 
performed in individual audits falls substantially below the stated 
operating procedures of the comprehensive audit program. 

The stated operations to be performed in making a comprehensive 
audit are set forth in a statement issued by the General Accounting 
Office in April 1954, as follows: 


NavuRE OF THE COMPREHENSIVE AUDIT 


In order to make these determinations and to take the actions which may be 
necessary, the comprehensive audit includes—— 

1. A study of the pertinent laws and legislative history to ascertain con- 
gressional intent as to the purposes of the activities engaged in by the agency, 
their intended scope, the manner in which they are to be conducted, and the 
extent of the agency’s authority and responsibility. 

2. A review of the policies established by the agency (and to the extent 
applicable, by the central control agencies) to determine whether (a) they 
conform to the intent of Congress, and (6); hey are designed to carry out the 
authorized activities in an effective and efficient manner. 

3. A review of the procedures, practices, form or organization (particularly 
as to the segregation of duties and responsibilities), and system of reporting, 
review, and ag ee as well as other elements of internal control to deter- 
mine whether they (a) provide reasonable assurance of control over expendi- 
tures, receipts, and revenues, and assets, (b) assure the accuracy, reliability, 
and usefulness of financial data, including the budget statements and sup- 
porting data presented to the Budget Bureau and the Congress, (c) promote 
operational efficiency, (d) result in adherence to prescribed policies, and (e) 
assure compliance with the requirements of applicable laws, regulations, and 
decisions. 

4. A review and analysis, by activities, of receipts and revenues, expendi- 
tures, and the utilization of assets together with all related control processes 


* For a detailed statement on the current status of the U. 8. General Accoun’ Office’s audit programs 
aa departments and agencies of the Federal Government, see appendix B, exhibit 7, p. 81. : 





or a detailed statement concerning the various audit performed by the U. 8. 
Accounting Office in all departments and agencies of the Federal Government in relation to the expendi- 
tures of those agencies, see appendix B, exhibit 9, p. 121. 
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as a basis for evaluating the effectiveness with which public funds are applied 
and property utilized. This will include comparisons of performance with 
budget estimates and with results of prior periods and evaluation of costs of 
performance in relation to accomplishments. 

5. The examination of individual transactions, the confirmation of balances 
with debtors, creditors, and depositaries, and the physical inspection of 
property, to the extent necessary to determine whether (a) transactions have 

n consummated in accordance with applicable laws, regulations, and 
decisions, and have been correctly classified, (6) resources and financial 
transactions have been properly accounted for, and (c) control processes of 
the agency are functioning effectively. 

6. The exploration and full development of all important deficiencies 
encountered and the presentation of appropriate recommendations for cor- 
rective action by the Congress, where needed, agency heads, or the control 
agencies such as the Bureau of the Budget, the Civil Service Commission, 
and the General Services Administration. This will include the reporting 
of any programs undertaken or transactions completed without authority 
of law disclosed during the audit as well as the stating of exceptions against 
accountable officers and the making of collections resulting from illegal or 
otherwise improper expenditures. 

Almost all of the recent comprehensive audit reports examined by 
the subcommittee state that the audits were performed to some degree 
in conformance with these stated requirements. However, no audit 
report examined by the subcommittee has been prepared in complete 
conformance with these requirements. 

(c) Opinions of financial statements.—Relatively few of the com- 
prehensive audit reports contain unqualified certifications of the accu- 
racy of financial statements presented. Many audit reports state 
that (1) the General Accounting Office is unable to express the opinion 
that the financial statements included present fairly the position of 
the audited activity; or that (2) the General Accounting Office is 
unable to state that the financial statements included present fairly 
the results of its operations for the period audited; or that (3) the 
General Accounting Office is unable to state that the assigned values 
for properties are fairly stated; or (4) varying combinations of these 
qualifications. _ ; 

The qualifications contained in the audit reports reflect the defi- 
ciencies revealed in the accounts of the agencies audited. The sub- 
committee does not believe that the General Accounting Office has 
taken adequate steps to bring such situations to the attention of 
Congress for corrective action. 

(d) Transmission of reports to the Congress.—During the past 2% 
years the General Accounting Office has transmitted audit reports to 
the Congress covering fiscal periods ended from 1 month to over 4 years 
prior to the date of receipt by the Congress. The majority of reports 
were transmitted to the Congress between 1 and 2 years after the close 
of the fiscal peried audited. 

The Ordnance Procurement Survey report,’ reported by the General 
Accounting Office to have cost $663,000, was in the process of review 
for over 3 years before it was transmitted to the Congress in April 
1955 and largely expanded upon deficiencies in ordnance procurement 
comparable to those that were made a matter of record in Congress by 
a report of Inquiry into the Procurement of Automotive Spare Parts by 
the United States Government, House Report 1811, 82d Congress, 
issued April 25, 1952 by the House Committee on Expenditures in the 


§ For a detailed history of the preparation of the report of the Division of Audits, United States General 
Accounting Office, entitied “S on §) of Procurement Practices of the Army Ordnance 


Report jurvey 
Corps, April 1955, B-114814,” see appendix B, exhibit 10, p. 124, 
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‘Executive Departments (now the Government Operations Com- 


mittee). 

(e) Format of reports ——The format, or textual organization, of the 
various audit reports transmitted to the Congress varies considerably 
so that the reports are not as readable or as comparable as they should 
be for maximum usefulness. 

In addition, in the opinion of the subcommittee, the most important 
parts of the reports are often not as adequately highlighted as they 
should be. In those cases where the audit has been performed in a 
manner less complete than the scope criteria of the comprehensive 
audit program requires, or in those cases where the opinion of the 
financial statements must be seriously qualified, these sections are 
certainly among the most significant items in the report and should 
be given due and early promimence in the report. 

(f) Status of recommendations—Many recommendations in audit 
reports are repeated year after year. These recommendations to the 
agency audited, to the Congress, and in some cases to the President or 
other governmental officials, should be onda may 2d directed to the 
attention of the Congress in those cases where the General Accounting 
Office has been unable to effect timely and speedy results in its direct 
dealings with the agencies audited. The Congress should, in turn, 
take timely and effective measures to assure that such of the recom- 
mendations of the General Accounting Office as are concurred in by 
the Congress are actually adopted and carried out by the agencies. 

(g) Personnel—The most obvious reason for the present status of 
the comprehensive audit program would seem to be that the Division 
of Audits is presently understaffed primarily in terms of qualified 
personnel necessary to realize the objectives of the comprehensive 
audit program. 

Recruitment of qualified accountants has been a serious problem, 
especially since the inception of the comprehensive audit program. 
This program is designed for execution at the site of operations by a 
staff of highly specialized auditors and accountants. Of the total 
2,793 persons employed in the Division of Audits on June 30, 1955, 
only 1,140 were stated to be qualified comprehensive auditors. The 
recruitment problem is further aggravated by the fact that there is a 
continual loss of qualified auditors and accountants. For instance, 
during the fiscal year 1955, while 286 qualified employees were re- 
cruited for the comprehensive audit program (including 45 former 
cost auditors and 4 other employees who became qualified as compre- 
hensive auditors), 193 were separated from the comprehensive rolls 
during that period, resulting in a net gain of only 93 qualified 
employees. 

In view of the lack of progress in more rapidly expanding the 
comprehensive audit es gps corrective action should be initiated 
ae to increase the quality of personnel and to retain trained 
personnel, 

Part of the present personnel problems would seem to be attribu- 
table to— 

(1) Budget justifications: The General Accounting Office has been 
less than aggressive in presenting a convincing justification to the 
Congress for increased appropriations to realize the important ob- 
jectives and potentialities of the comprehensive audit program. 
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(2) Civil-service limitations: Civil-service pay scale limitations are 

reported to make difficult the recruitment and retention of personnel 

qualified to accomplish the objectives of the comprehensive audit 

program. Since the General Accounting Office is an arm of the 

Congress, it would seem that this problem should be the subject of 

ro discussion between the Congress and the General Accounting 
ce. 

(3) Accounting internships: Many State legislatures have not yet 
passed statutes accrediting time spent working with the General 
Accounting Office in accounting or auditing positions as working 
experience in partial fulfillment of requirements for certification as a 
certified public accountant. This is a problem concerning individual 
State legislatures and individual State associations of accountants, 
and, although probably a long-term project, should be given serious 
attention. 


(IV) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


A review of the work performed by the Division reveals defects of 
varying significance which, if not corrected, would in time seriously 
impair the usefulness of the Office to the Congress in evaluating the 
financial management of the executive agencies. 

The comprehensive audit program, although apparently sound in 
concept, presents many difficult problems in administration. The 
nature of the approach used, unless skillfully applied, is likely to lead 
to undue emphasis on unnecessary and relatively insignificant detail 
rather than concentration on major aspects of financial administration. 
The independence of viewpoint which is required to render objective 
reports is difficult to maintain when auditors remain for sustained 
periods of time on the audit of a single agency and morale problems 
may result if an effective plan of rotation is not followed. 

oo little emphasis has been placed on extending the comprehensive 
audit program to cover the Department of Defense. Conversely, 
relatively too much effort has been concentrated in nondefense am 
cies where opportunities for significant savings are relatively less than 
in the military agencies. 

The nina ge in many cases can attribute only limited significance 
to many of the audit reports because of the limited scope of many 
of the audits and the frequent unwillingness or inability of the auditors 
to state an unqualified opinion as to the accuracy and adequacy of 
financial statements presented in the audit reports. The audit reports 
cover many complex operations and, in practice, the extent of the 
audit varies from one period to another. Unless the actual scope of the 
audit and the opinion and certification of the auditors with respect to 
financial statements are clearly presented, the Congress may rely 
more fully on the audit than the actual scope of the work performed 
warrants. 

The reports are too late reaching the Congress to be of maximum 
aid in taking corrective action. The Congress, in too many instances, 
can regard these reports only as historical documents of limited 
interest. 


The subcommittee recommends that— , 
1. Continuing consideration be given to improvement in 
management of the Division. 
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2. The comprehensive audit program in actual practice place 
more emphasis upon major aspects of financial administration. 

3. The present administration of the comprehensive audit 
program be safeguarded to assure independence of viewpoint. 

4. More emphasis be placed on extending the comprehensive 
audit program to cover expenditures of the Department of 
Defense. 

5. The actual scope of audits performed be enlarged where 
necessary to conform with the scope of audit determined to be 
necessary and set forth in audit assignments by the Comptroller 
General. 

6. Major attention be devoted to effecting improvements in 
accounting systems of executive agencies through both the 
accounting systems work of the General Accounting Office and 
the accounting systems programs of the executive agencies to 
bring accounting systems of executive agencies up at least to the 
minimum levels of accuracy and adequacy that will make possible 
the unqualified certification of financial statements of such 
agencies in the opinions of the General Accounting Office auditors 
as expressed in the Office’s audit reports. 

7. Reports be issued on a more timely basis. 

8. Continuing attention be given to providing more incentive 
for qualified personnel to remain with the Division. 

9. More positive action be taken by the Division in presenting 
audit reports to the Congress and in assisting the Congress to 
assure that necessary corrective measures recommended in such 
audit reports are actually taken by the agencies concerned. 


Secrion F. AccountinGc Systems Diviston 


Section 309 of the Budget and Accounting Act of 1921 originally 
gave the Comptroller General the authority to prescribe the forms, 
systems, and procedure for administrative appropriation and fund 
accounting in the executive branch of the Government, and for the 
administrative examination of fiscal officers’ accounts and claims 
against the United States. The Budget and Accounting Procedures 
Act of 1950 further broadened this power but expressly conditioned its 
exercise upon prior consultation with the Secretary of the Treasury 
and the Director of the Bureau of the Budget. 


(I) ORGANIZATION AND FUNCTIONS 


The Accounting Systems Division of the General Accounting Office 
was created to assist the Comptroller General in carrying out these 
responsibilities, and Rerecees to implement the joint program to 
improve accounting in if ‘ederal Government. The Division 
reported a total of 94 nae on June 30, 1955. 

The joint program to improve accounting in the Federal Govern- 
ment is the resu ult of cooperative arrangements between the Com 
troller General, the Secretary of the Treasury, and the Director of f the 
Bureau of the Budget.’ Beginning voluntarily soon after World 
War II, it was stimulated to more vigorous action by the Hoover 
Commission’s criticisms in 1949, and finally acknowledged and man- 

* Bee letter sent by the Comptroller General of the United States te the heads of all Government d 


epart- 
ments and agencies, October 20, 1948, announcing the initiation and objectives of the t Program To 
Improve Accounting in the Federal Government, appendix C, exhibit 11, p. 131. 
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cated by Congress in the Budget and Accounting Procedures Act 
of 1950. 

This law provides that the Comptroller General shall prescribe the 
principles, standards, and related requirements for accounting in the 
executive agencies. In doing so, he is required to consult with the 
Secretary of the Treasury and the Director of the Bureau of the 
Budget. Basically, the responsibility for developing accounting 
systems is placed upon the agencies themselves, subject to the ap- 
proval of the Comptroller General. This is intended to have the 
advantage of recognizing varying agency needs and avoiding the 
rigidity of across-the-board uniformity. 

The first Hoover Commission Task Force on Budgeting and Ac- 
counting in 1949 criticized governmental accounting on the grounds 
that there was no formal accounting plan for the Government as a 
whole, that no one was charged with the duty of developing such a 
plan, that there was no one who would have power to install such a 
plan and compel compliance with its provisions if one were developed, 
and that the statutes made no provision for either a complete account- 
ing system or a chief accounting officer to direct accounting activities." 

The findings of the Commission itself confirmed the criticisms of the 
task force, asserting that the responsibility for accounting was dis- 
persed among three agencies: (1) the Treasury was responsible for 
the fiseal accounts, (2) overall responsibility for administrative ac- 
counts lay with the Comptroller General, and (3) the departments 
were almost autonomous in respect to accounting.” 

The Commission split several ways in making its recommendations, 
but the majority recommended that an Accountant General be estab- 
lished under the Secretary of the Treasury with authority to prescribe 
— accounting methods and to enforce accounting procedures. 

he methods and procedures were to be subject to the approval of the 
Comptrojler General within the powers conferred upon him by Con- 
gress. The Accountant General would take data from agency ac- 
counts and prepare reports for the President and Congress which 
would reflect the current financial condition of the Government. 

Congressional members of the Commission dissented generally from 
the majority’s recommendations on the ground that this would be 
virtually stripping the Comptroller General of one of his direct 
“comptroller” functions expressly vested in him by the Budget and 
Accounting Act of 1921, 

Establishment of the joint program to improve accounting in the 
Federal Government represented administrative action to resolve the 
stalemate which was recognized and reflected in the Hoover Com- 
mission’s report. 

The Second Hoover Commission which had the opportunity to 
review the progress made sinee 1948 commented ens upon the 
manner in which the accounting systems function of the Comptroller 
General had been carried out under the joint accounting program. 
However, in making its recommendation for a staff office of accounting 
in the Bureau of the Budget, the Commission took the viewpoint 
that, notwithstanding the contribution of the General Accounting 
Office in the accounting systems field, the Bureau of the Budget 





For complete text of the Budget and Accounting Procedures Act of 1950, see appendix A, exhibit 4E, 


‘il See Task Force Report on Fiscal, Budgeting, and Accounting Activities, prepared for the Commission 
on Organization of the Executive Branch of the Government, January 1949, p. 89. 

18 See Report on Budgeting and Accounting, Commission on Organization of the Executive Branch of the 
Government, February 1949, pp. 36-39. 
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representing the executive branch should play a more vigorous part 
in stimulating action within the executive agencies themselves. 

Reports issued annually under the joint program to improve ac- 
counting in the Federal Government portray only the accomplish- 
ments in improving agency accounting systems. The agency state- 
ments of accomplishments incorporated in the report are not 
accompanied by an evaluation of the remaining deficiencies by the 
General Accounting Office, the Department of the Treasury, or the 
Bureau of the Budget. Congressional and other reports, some by the 
Division of Audits, continue to reveal deficiencies in some of the 
agencies reporting improvements in the joint report and in some 
cases where piecemeal changes have been approved in letters issued 
by the Accounting Systems Division. The impression is gained that 
while new systems are being adopted many deficiencies are still 
prevalent. 


(I) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


A review of the work being performed by the Division indicates the 
executive agencies should assume greater responsibility for the account- 
ing systems function. 

Aside from the Comptroller General’s statutory responsibility to 
prescribe principles, standards, and related requirements for account- 
ing to be observed by each executive agency, primary responsibility 
for the maintenance of accounting systems and the producing of 
financial reports with i to the operations of executive agencies 
rests with the executive branch of the Government. The activities 
of the General Accounting Office should be concentrated on the review 
and evaluation of agency systems in conjunction with its audit efforts. 
Out of this work should come constructive and practical recommend- 
ations to the agencies for improvements. Cooperative systems work 
with the agencies should be designed primarily to assist in the develop- 
ment of practical solutions to new or unique problems and not as a 
substitute for agency initiative. This approach would leave the 
General Accounting Office in a better position to make objective 
appraisals of agency systems and minimize the possible embarrass- 
ment of having to make adverse reports on systems designed by the 
General Accounting Office. 

Reports dealing only with improvements or progress under the 
joint accounting program do not tell the whole story. Such reports 
should also mame A an objective appraisal of weaknesses and defici- 
encies so that they will contribute to an understanding of the job 
remaining to be done. 


The subcommittee recommends that— 


1. The Accounting Systems Division be abolished as a separate 
entity, and its functions be reconstituted (a) oy establishing the 
development of the principles, standards, and related require- 


ments for accounting to be prescribed by the Comptroller General 
for observance by the executive agencies in one group, and (6) by 
integrating the cooperative accounting systems work with the 
agencies with the audit work of the Office. 

2. Review and evaluation of agency systems be undertaken in 
the course of audits and the results be reported with other audit 
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findings, along with appropriate recommendations for corrective 
action. 

_ 3. The annual report on progress under the joint program to 
improve accounting in the Federal Government include an objec- 
tive appraisal by the General imononenion ies of the agency 
systems drawn from General Accounting Office audit findings. 


Section G. Orrice or INVESTIGATIONS 


The Comptroller General is called upon by the Budget and Ac- 
counting Act of 1921 to investigate at the seat of government or else- 
where “‘ * * * all matters relating to the receipt, disbursement, and 
application of public funds * * * ” and to make such investigations 
as may be ordered by either House of the Congress or by any com- 
mittee having jurisdiction over revenues, appropriations, or ex- 
penditures. ; 

In addition, the Federal Property and Administrative Services 
Act of 1949 directs the examination of such property accounting 
systems as are established by the executive agencies to determine the 
extent of compliance with prescribed principles and standards and 
approved systems, and also directs an audit of all types of propert 
accounts and transactions at such times and in such manner as sh 
be determined by the Comptroller General, such audit to be con- 
ducted as far as practicable at the place or places where the property 
or records of the executive agencies are kept. 


() ORGANIZATION AND FUNCTIONS 


These functions have traditionally been delegated by the Comp- 
troller General to the Office of Investigations, which was transplanted 
almost bodily from the Treasury Department when the General 
Accounting Office was established in 1921. 

The Office of Investigations, under the supervision of the Chief of 
Investigations, operates through the administrative and supervisory 
staff in Washington, D. C., 11 field offices and 19 suboffices in the 
United States, and personnel assigned to the European Branch of the 
General Accounting Office. The operational structure of the staff 
located at Washington headquarters includes an Associate Chief and 
five Assistant Chiefs, each of whom has comparable jurisdiction in 
the various departments of the Government; and in the field each 
major field office and its suboffices are under the direction of an 
investigator in charge. 

Since 1946 the number of personnel employed in the Office of 
Investigations has shown relatively little variation. The office 
reported a high of 266 employees on the rolls on June 30, 1946, anda 
low of 231 on the rolls on June 30, 1952. On June 30, 1955, the office 
reported a total of 237 employees on its rolls; 151 of these were re- 
ported to be located in the field, and the remaining 86 were reported 
to be stationed in Washington. 

The Office of Investigations has stated that it carries on three 
types of investigative programs: 

ections: The ig ter program purports to provide for 
periodic examinations by investigators at the posts and offices 


throughout the world where the Government’s business is 
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conducted. The scope of such examinations is reported to be 
absolutely unlimited, i. e., it may cover any of the more than 
10,000 specific sites operated by any of the Federal departments, 
agencies, or instrumentalities (or Government contractors), and 
may encompass the manner, purpose, procedures, and propriety 
of the activity carried on, the faithfulness of the stewardship of 
public funds, and the efficiency of its property management. 

Investigations: The investigative program is conventionally 
described as going beyond and supplementing the General 
Accounting Office audit and account settlement procedures and 
throwing light on matters which may not be, and often are not, 
disclosed in audits. The program is said to be geared to detecting 
fraud or irregularity in accounts and in determining in general 
the propriety and effectiveness of the use of public funds and 

roperty and the adequacy of the accounting for such use. 
nvestigators may examine into the purpose for which money is 
used as well as the method by which it is used. 

Investigations may be undertaken at the direction of the 
Comptroller General or the Chief of Investigations; they may 
be requested by another division of the General Accounting 
Office; or they may be based upon the request of the President, 
the Congress, or any of its committees, the Bureau of the Budget, 
or the interested agency. Investigators may examine any 
agency or branch of the Government and may even, when 
requested, go into the offices of the Congress itself. 

Surveys: The difference between investigations and surveys 
is described as a difference merely in scope and objectives. Not 
designed especially to disclose erroneous actions, surveys are 
assignments to find all the facts pertaining to a fiscal problem 
which may involve more than a single agency; to survey an entire 
agency, installation, or subject; or to evaluate and comment upon 
practices and policies on a broad scale. The objective of a 
survey is to search out, the basic facts, bring to bear an informed 
judgment, and produce a useful, definitive appraisal as the 
groundwork for legislation of administrative reorganizations and 
revisions of the most fundamental character. Survey findings 
are reported to the Congress, to the department or agency 
concerned, or otherwise as circumstances dictate. 
es review of the performance of the Office of Investigations reveals 
that— 

(a) Significance of investigative programs.—With the exception of 
the survey program, which is still in its infancy, the investigations 
and inspections programs of the Office of Investigations have dealt 
with specific instances of waste or irregularity rather than general 
significant deficiencies in financial administration. 

(6) Foundation and documentation of reports.—There has been in- 
adequate foundation and documentation for some allegations in 
investigative reports. 

(c) Coordination with other divisions —The Office of Investigations 
has not worked in sufficiently close coordination with the Division 
of Audits and the Accounting Systems Division in investigating more 
thoroughly instances of financial maladministration initially un- 
covered by the Division of Audits. 
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In many cities throughout the United States where the General 
Accounting Office has regional offices, the Division of Audits and the 
Office of Investigations ie separate offices, sometimes in separate 
buildings. The geographic regions over which the respective regional 
offices of the Division of Audits and the Office of Investigations have 
jurisdiction are not identical. 

Personnel of the Office of Investigations and of the Division of 
Audits have not been completely familiar with the work being carried 
out in each other’s offices. 

(d) Transmission of reports to the Congress.—As was noted in the 
case of the Division of Audits, the reports of the Office of Investiga- 
tions are often transmitted to the Congress only after considerable 
lapse of time. Also, in some cases, it appears that too much considera- 
tion may have been given to the revision of draft reports in response 
to views of the agencies or individuals affected before transmission 
of the investigation reports to the Congress. 


(II) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


A review of the work and performance of the Office of Investiga- 
tions raises a question as to whether the investigative function of the 
General Accounting Office should be continued as a separate entity. 
Most of the work is of a type which could well be performed by a group 
of highly trained investigators working within, or in the closest co- 
ordination with, the General Accounting Office’s auditing organization. 

The reports, surveys, ete., issued by the Office of Investigations, 
while pointing up specific instances of waste or irregularity, have not, 
for the most part, been of value to the Congress and the agencies in 
revealing significant areas of weakness in financial administration. 
Also, in many instances there seems to be a duplication of the areas 
covered by the auditors. 


The subcommittee recommends that— 


1. The Comptroller General reviewethe functions and activities 
of the Office of Investigations to determine whether the office 
9 continue as a separate entity of the General Accounting 
Office. 

2. The function and duties of the Office of Investigations, 
whether continued as a separate organization or not, be more 
clearly defined, with a view to confining the work to specific 
investigative cases, or special surveys which (a) do not lend them- 
selves to development in the audit due to timing and other factors, 
or (6) require development through the use of techniques that are 
beyond the scope of audits ae a generally accepted auditing 
principles. 

3. Personnel performing investigative work be highly qualified 
for this type of work, and all investigative work carried out in close 
coordination with the auditing and other divisions of the General 
Accounting Office. 

4. Documentation of investigative cases be improved. 

5. The Comptroller General continue to furnish the services of 
highly qualified investigators to congressional committees to 
assist in the investigation of such matters concerning the receipt, 
disbursement, and application of public funds as may be called to 
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the attention of the Congress by the Comptroller General or by 
other parties. 








Section H. Orrice or tHe GENERAL CouNSsEL 
(I) ORGANIZATION AND FUNCTIONS 


Bo All legal matters coming before the General Accounting Office are 
ie handled in the Office of the General Counsel. This work arises, in 
a large part, from the farflung programs and fiscal operations of the 
ot Government, including as they do expenditures in substantially all 
aoe parts of the globe totaling annually billions of dollars. The questions 
Pe involved are as complex and varied as these programs and operations. 
Government contracts and agreements of every kind must be con- 
strued. Statutes governing the fiscal aspects of such matters as pay, 
travel expenses, and other allowances of Government personnel, and 
the securing of supplies and services for the Government must be 
interpreted and applied. 

(a) Decision work.—From the beginning of the General Accounting 
Office it has been the responsibility of the Comptroller General to 
render legal decisions in advance of payment at the request of any 
disbursing officer or the head of any department or establishment, for 
their guidance in payments to be made by them or under them. Also, 
by the act of December 29, 1941, the Comptroller General is required 
to render similar decisions at the request of certifying officers. And, 
as an incident to the regular day-to-day audit and settlement work of 
the General Accounting Office, intraoffice decisions are rendered in 
the form of instructions to officials in the Office for their guidance in 
the particular matters involved and as precedents for similar cases 
then pending or which may later arise. Decisions are also rendered 
to claimants who request review or reconsideration of claims which 
have been disallowed in whole or in part in the Divisions of the General 
Accounting Office and to disbursing and certifying officers who request 
review of settlements of theft accounts. Under the law, these decisions 
are final and binding upon the executive branch of the Government. 
They are, however, not binding on Congress or the courts. 

As to subject matter these decisions and related work may be 
classified broadly as follows: 

(1) Civilhan personnel matters, such as compensation allow- 
ances and leaves of absence. 

(2) Contract matters, such as legality, rights, and liabilities. 

(3) Military personnel matters, such as pay, allowances, and 
leaves of absence. 

(4) Transportation of things, that is, common-carrier trans- 
portation for or on behalf of the Government. 

(5) Miscellaneous matters, including basic questions of appro- 
priation availability. 

(6) Mixed private inquiries. 

(b) Reports to the Attorney General——Somewhat related to the deci- 
sion work are the reports and recommendations made to the Attorney 
General relative to suits filed in the Court of Claims or the United 
States district courts and with respect to the collection of amounts 
found due the United States from disbursing officers and certifying 
officers and their sureties, and from other persons, companies, and 
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firms. In connection with pending litigation and the collection of 
debts, the Attorney General frequently requests information and 
assistance from members of the legal staff of this Office. Occasionally 
they are asked to assist in the special development of certain cases 
pag to be present at trials for the purpose of consulting with attor- 
neys in charge on technical questions that frequently arise. 

(c) Other legal services.—Along with the other legal work of the 
attorneys, they appear, as authorized and directed, before committees 
of Congress on matters peculiarly within their knowledge and experi- 
ence. And, as may be requested, they confer with legislative officials 
of the Government regarding new legislation and other related matters. 
Also, reports and recommendations are made to individual Members 
of Congress, to committees of Congress, and to the Bureau of the 
Budget regarding proposed or pending legislation and enrolled 
enactments. 

Administrative officials of the Government are kept currently 
informed concerning the current decisions of the Comptroller General 
through the issuance, by the Index-Digest section of the Office of the 
General Counsel, of daily synopses of decisions, mimeographed copies 
of and monthly pamphlets containing the more important decisions 
of general interest, quarterly index-digests of such decisions, and the 
annual volume of decisions with its index-digest. Selected decisions 
of general applicability are also currently made available to private 
organizations for inclusion in legal publications disseminating news of 
governmental activity. 

As a further means of general assistance, the Index-Digest Section 
maintains a card index of all General Accounting Office decisions, 
both published and unpublished, for research use. Telephone research 
service is furnished authorized officials of the Government by the 
personnel maintaining this card-index as a supplement to the research 
material which the inquirer has at hand. This service, aside from 
its general helpfulness, tends to prevent erroneous expenditures of 
public funds and eliminates the need for requests for formal decisions 
on questions previously decided. 

Besides the already described legal assistance furnished Govern- 
ment officials, there are meetings with them for the purpose of becom- 
ing more familiar with their problems and further assisting them in 
their work. These discussions sometimes concern broad segments 
of their work and may involve the legality of proposed obligations or 
expenditures, the desirability of new legislation, and other related 
matters. 

(d) Personnel.—Since 1946, the number of personnel employed in 
the Office of the General Counsel has fluctuated between 142 and 178, 
with 162 reported to be employed on June 30, 1955. 

Some reductions in personnel are reported to have been effected by 
emphasizing the desirability of being constantly alert for those classes 
of cases which properly could be transferred to other divisions of the 
General Accounting Office for disposition at a more economical level 


after establishing, to the extent necessary, broad guidlines for their 
disposition. 


(Il) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


_ Areview of the work performed by the Office of the General Counsel 
indicates that many of the decisions which are prepared by that Office 
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for the Comptroller General deal with relatively minor matters con- 
cerning pay, travel allowances, etc. This would indicate an avoidance 
of responsibility on the part of disbursing and certifying officers and the 
need for more clear-cut definitions, whenever possible. 

The subcommittee recommends that the Comptroller General review 
the functions, activities, and decisions prepared by the Office of the 
General Counsel to assure that clear-cut definitions on travel and 
allowances, and other such matters are issued whenever possible in 
order that the many items now submitted for advance decision may be 
reduced to a more reasonable number. 


Section I. Criarms Division 


One of the duties of the General Accounting Office is the settlement 
of claims by and against the United States. The function has long 
been a duty of the accounting officers of the Government. The 
authority stems from various acts of Congress going back at least as 
far as the year 1817. 


() ORGANIZATION AND FUNCTIONS 


In the ordinary course of business the departments and agencies 
make payments amounting to billions of dollars each year. These 
payments are made subject to postaudit and settlement by the General 
Accounting Office. However, the Office is required by law to examine 
certain types of claims and demands prior to actual payment. These 
include payments involving lapsed appropriations. In addition, the 


Office examines and settles the claim directly if the matter involves a 
uestion of law or fact or a dispute between the department and the 
claimant as to the validity of payment. With the exception of trans- 
portation claims by and against common carriers, claims of this nature 
are adjudicated and settled by the Claims Division. 
The reorganization of the Claims Division in 1953 for the first 
time clearly segregated the three basic types of claims activities. 
These are— 
(1) Claims against the United States by members and former 
members of the Armed Forces; 
(2) Other types of claims against the United States; and 
(3) Claims on behalf of the United States (debt claims). 
However, the claims jurisdiction of the General Accounting Office 
is not all-inclusive. Claims presented must, be for definite or ascer- 
tainable money demands and must be within the scope of recognized 
legal principles. Also, they must be presented to the General 
Accounting Office within 10 years after accrual. In addition, there 
are several types of claims which the Congress has placed within 
the jurisdiction of particular administrative agencies or the courts. 
The facts in each case must be ascertained by consideration of the 
allegations made by the claimant and the facts and recommendations 
reported by the administrative agency concerned, and in many cases 
unresolved legal problems must be decided before a determination can 
be made as to whom and what to pay. 
In addition to the consideration of claims against the Government, 
the General Accounting Office is responsible for settling the claims or 
demands of the Government against others, and is required by statute 
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to superintend the recovery of all debts certified by it to be due the 
United States. 

The legal rights of claimants are not destroyed or diminished in 

any way by virtue of settlements of claims by the General Accounting 
ce since those settlements are conclusive only upon the executive 
branch of the Government and not upon the Congress or the courts. 

In recent years, the function of settling certain types of claims has 
been conferred upon the operating agencies in which the claims arose. 

Actually, many of the “‘claims” against the Government are delayed 
payments which are otherwise valid but on which the statutory period 
for reimbursement has lapsed. 

The Congress has under consideration legislation designed to further 
simplify and improve the procedures for the payment of claims against 
the Government where the appropriations therefor have lapsed. 
Under existing legislation, claims which would be proper for payment 
if the appropriations therefor had not lapsed are referred to the 
General Accounting Office for consideration and payment from the 
“Payment of certified claims’ account to which balaiicée of lapsed 
appropriations are transferred. This requires maintenance in the 
General Accounting Office of detailed ledger accounts for the lapsed 
appropriations and the substantial utilization of the services of trained 
claims adjudicators and supporting personnel in processing such pay- 
ments. In addition, the payments are recorded as expenditures of 
the Department of the Treasury rather than as expenditures of the 
agencies benefiting therefrom. 

Most of the so-called claims are for amounts validly due from 
appropriations on which the statutory 3-year period for reimburse- 
ment has lapsed. The agencies have the same amount of work in 
connection with this type of claim. Processing of these items through 
the Claims Division constitutes a duplication of effort that can easily 
be avoided by extending the statutory period for reimbursement and 
by a study of the executive department aimed at speeding up the 
payment process, 

Since 1946, the number of personnel employed in the Claims Divyi- 
sion has fallen almost steadily from a high of 3,146 employees on 
June 30, 1946, to a low of 695 employees on June 30, 1955. However, 
825 employees were transferred from the Claims Division to the 
Transportation Division in 1948 when the latter Division was 
established. 


(II) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


A major portion of the work of the Claims Division in the area of 
claims against the Government involves the handling of so-called 
claims which are otherwise valid but for which payment has been 
delayed for 3 fiscal years. Under the present law, these payments 
must be processed by the General Accounting Office. Processing of 
these delayed payments in the agencies is identical with the processing 
of payments within the statutory period, and the work performed by 
the General Accounting Office serves no useful purpose. 

The subcommittee recommends that— 

1. The Congress enact legislation to authorize payment of 
delayed items b the agencies where no question of law or fact is 
involved, thus Suumation duplicate handling of these items. 
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2. As a regular part of the audit, the General Accounting Office 
concentrate its efforts on determining the reason for the agencies’ 
delay in processing payments and recommend corrective action 
to speed up payments. 


Section J. TRANSPORTATION DrvisION 
(I) ORGANIZATION AND FUNCTIONS 


The audit of bills and settlement of claims by or against the United 
States involving transportation charges are performed in the Trans- 
portation Division. 

The transportation activity is unique in that transportation bills 
are the only class of vouchers which are not, as a general rule, sub- 
jected to a prior administrative audit within the departments or 
agencies of the Government. This is a result of the enactment of 
section 322 of the Transportation Act of 1940. Consequently, the 
General Accounting Office has the primary responsibility for (1) re- 
covering amounts overpaid by military and civilian disbursing officers, 
and (2) collecting debts relating to transportation transactions as 
administratively reported to be due to the United States from the 
carriers. 

As a result of the transportation-payments examination and claims- 
adjudication activities of the General Accounting Office, the Office 
recovered $537 ,628,799 during the 10-year period from July 1, 1945, 
through June 30, 1955. However, these salleation and overpayment 


statistics are misleading to the extent that there is no preaudit by the 


agencies. Bills when received by agencies are paid without audit and 
sent to the Transportation Division of the General Accounting Office 
where they are audited many months after payment. 
The question of whether the executive agencies should perform an 
audit of transportation charges prior to payment was considered by 
the second Hoover Commission in its Repost on Transportation. 
The task force of the Commission recommended that the Department 
of Defense institute a preaudit section in each of the military services 
so organized that carrier charges will be paid within 30 days, and 
that the General Services Administration create a similar auditing 
section for civilian agencies." 

The Commission itself did not adopt the task force recommenda- 
tion. Instead the Commission stated and recommended the following: 


A number of additional considerations have been brought to the attention of 
the Commission. For instance, it has been stated that for agencies which now 
successfully perform preaudit work such as the Tennessee Valley Authority 
and the Atomic Energy Commission, preauditing is a relatively simple matter 
since limited types of cargoes and generally similar routings are involved. In 
contrast, the Department of Defense ships millions of different items to all points 
of the world, and consequently rate structures and preauditing would be highly 
technical and complex. Furthermore, it is said that this work would require a 
large staff of tariff experts spotted in at least the major shipping points. Qualified 
personnel in sufficient quantity are simply not available. In addition, the recom- 
mendation of the task force that charges be paid within 30 days is considered 
under present circumstances to be unattainable, and there would possibly be a 
gute delay in payment than now exists. The necessary duplication of tariff 

les would be enormous. 

The foregoing consideration might lead to a recommendation that the General 
Accounting Office should continue its current audit functions in behalf of all 


13 See on Trans tion pre: for the Commission on Organization of the Executive Branch 
of the ceees by cena es Transportation of the Committee on Business Organization 
for the Department of Defense, March 1955, p. 100 








THE GENERAL ACCOUNTING OFFICE 41 


Leas oy agencies of the Government, oP Hs that in agencies where preaudit is 
feasi due to the simplified nature of the agency’s rtation activities, 
such preaudit should continue with the guidance of the General Accountin 
Office, and that in these instances the General Accounting Office postaudits woul 
be relaxed to spot checking. 

Recommendation No. 4. 

(a) That the Secre of Defense study and determine whether preauditing 
of the Department of ense transportation bills is feasible and economic. 

(b) That the General Services Administration make a similar study and deter- 
mination with respect to transportation bills of the civilian agencies of the Gov- 
ernment." 

The Transportation Division was removed from the Claims Division 
and established as a separate entity in 1948. Since that time, the 
number of personnel employed in the Transportation Division 
increased from an initial low of 849 employees to a peak of 1,676 
employees in 1951, and then declined to a total of 1,360 employees 
reported as of June 30, 1955. 


(Il) OBSERVATIONS, CONCLUSIONS, AND RECOMMENDATIONS 


As a result of the Transportation Act of 1940 most payments for 
transportation furnished to the Government are paid by the agencies 
without preaudit. As a rule, the only audit is performed by the 
General Accounting Office, after payment, with the result that 
recovery of overcharges may be delayed for many months. By not 
making preaudits an effective element of good management is not 
used, cae carriers retain overpayments for inordinately long periods 
of time. The question of whether preaudits by the agencies is as 
economical and as efficient, from an overall standpoint, as the cen- 
tralized post audit by the General Accounting ce is recognized. 
However, the subcommittee believes that the question warrants most 
careful consideration by the Comptroller General and by the agencies. 
The second Hoover Commission in its Report on Transportation 
recommended that studies be made by the Department of Defense 
and the General Services Administration to determine whether pre- 
auditing of transportation bills is feasible and economical. 


The subcommittee recommends that— 

1. The Comptroller General follow closely the studies being 
made by the Department of Defense and the General Services 
Administration on the question of preaudit of transportation 
payments. 

2. In the event the studies by the Department of Defense and 
the General Services Administration indicate, to the satisfaction 
of the Comptroller General, the feasibility of administrative 
preaudit of transportation payments by any or all agencies, the 
General Accounting Office assist the agencies in establishing 
proper preaudit procedures. As those procedures are perfected, 
the postaudit of the General Accounting Office be relaxed to the 
extent justified by the effectiveness of the preaudit conducted 
by the agencies. 


Section K. Orrice or tHe CompTrotueR GENERAL 


The Comptroller General’s responsibilities for providing Congress 
with reports, recommendations, and advice on matters relating to 


See Report on Transportation by the Commission on Organization of the Executive Branch of the 
Government, March 1955, pp. 26-27. 
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public funds is one of the principal concerns of this Office. In ad- 
dition to the annual report and other regular reports required by the 
Budget and Accounting Act, the Comptroller General is increasingly 
called on by congressional committees on appropriations and expendi- 
tures for factual reports, advice, and assistance on an ever greater va- 
4.4 of governmental financial matters. 

he Comptroller General is assisted in the administration of the 
General Accounting Office by a small staff, including two Assistants 
to the Comptroller General, whose duties are to advise and assist the 
Comptroller General on overall management problems, and to main- 
tain ea with the Congress, its committees, and individual Mem- 
ber of Congress. 

Since 1946 the number of personnel employed in the Office of the 
Comptroller General has fluctuated between 31 and 83, with 36 
reported to be employed on June 30, 1955. 

The present reduced number of employees reflects, in part, a re- 
organization in October 1953, which transferred the Office of the 
Executive Office and the Administrative Finance Section to the Office 
of Administrative Services and abolished the Office of Administrative 
Planning. 





Section L. Orrice oF ADMINISTRATIVE SERVICES 





This Office, which is composed of a Budget and Finance Branch 
and a Records Management and Services Branch, was established on 
October 5, 1953, pursuant to the Comptroller General's reorganization 
program in order to place under one administrator all activities 
related to administrative accounting and budgeting, payrolling, records 
management and disposal, procurement of supplies, materials, and 
equipment, reproduction and distribution of publications, and building 
management. 

During the short period since its establishment, the General 
Accounting Office reports that a concerted effort has been made to 
analyze as many of the various functions as possible and that the 
studies made have resulted in improved methods and procedures in 
all operations and a reduction in operating costs. 

In the 1953 reorganization, there were transferred to this organiza- 
tion the Office of the Chief Clerk, the payroll, leave, and retirement 
activities of the Division of Personnel, the Records Service Branch 
of the Division of Audits, and the functions of the Office of the 
Executive Officer. 

The new Office of Administrative Services had a total of 305 
employees on June 30, 1954, and reduced this number of employees to 
294 as of June 30, 1955. 





Section M. Drvision or PERSONNEL 





The Division of Personnel performs the usual administrative tasks 
of such a division in any Government department or agency, including 
the recruitment of personnel and the accomplishment of substantially 
all personnel actions such as appointments, transfers, promotions, etc. 
The Division also administers the personnel-security program. 
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In the justification of budget estimates for fiscal year 1956, before 
the Congressional Appropriations Committees, the General Account- 
ing Office stated that— 

It is anticipated that the recruitment of accountants (comprehensive audits) 
through the Board of United States Civil Service Examiners will continue to be 
difficult. The increased demand in other Federal agencies for the services of 
qualified accountants not only requires an increase in recruitment effort but also 
increases our rate of turnover. It is planned that the examination for accountant 
(comprehensive audits) GS-7 through GS-15 will remain open on a nationwide 
basis and it will be necessary to reannounce the assembled examination for 
accountant (comprehensive audits) GS-5. Based on experience it is expected 
that the Board will rate from 4,000 to 6,000 applications from accountants in an 
effort to meet our recruitment needs. 

Since 1946, the number of personnel employed in the Division of 
Personnel declined almost steadily from a high of 271 on March 15, 
1946, to a low of 85 employees on June 30, 19! 53. E nghbyiaias i in the 
Division at June 30, 1955, was 55. This further reduction is reported 
to be a reflection of the reorganization in 1953, which transferred the 
payroll, leave, and retirement activities to the Office of Administrative 
Services. The number of people employed in personnel work is lim- 
ited to the ratio established by the Congress in the Independent Offices 
Appropriation Act, 1955. 


Secrion N. EvropeEan BraNncu 


Established in July of 1952, the European Branch of the General 
Accounting Office carries on, in connection with the activities of 
United States Government agencies in Europe, much the same 
activities that the General Accounting Office carries on in connection 
with the domestic activities of Government agencies. 

On June 30, 1953, the end of its first year of activity, the European 
Branch had a total of 31 employees. The European Branch had a 
total of 50 employees as of June 30, 1955. 
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APPENDIXES 





APPENDIX A—GENERAL MATERIAL 
Exuisir 1 


OUTLINE OF PLANNED CHANGES IN ORGANIZATION AND OPERATIONS 


Notre.—The following outline of planned changes in organization 
and operations of the United States General Accounting Office was 
first issued by the Comptroller General on November 30, 1955, with 
an accompanying chart of the proposed new organization. 

Textual revisions of the outline and a new accompanying chart were 
released in January 1956. 


The textual revisions have been indicated in this printing of the 


outline by striking out those portions bracketed and inserting new 
text where indicated. 


ComMPpTROLLER GENERAL OF THE UNITED STaTEs, 
Washington 25, November 30, 1955. 


OUTLINE OF PLANNED CHANGES IN ORGANIZATION AND OPERATIONS 


A. Introduction and general comment 


Experience during the past year has convinced me that our organization and 
operating plan are generally well suited to the functions and responsibilities of 
the Office. It is my belief that our operations can be further strengthened by 
improved coordination in our accounting and auditing relationships with the 
executive agencies and by more emphasis on the development of accounting and 
auditing policy and the consistent application thereof in our daily work. Also, 
I feel there should be a sharper distinction between staff and operations. This 
will permit more effective utilization of personnel and, at the same time, will 
lessen the unduly heavy burden being carried by some members of the 
organization. 

No basic change in accounting and auditing policy is contemplated. Our 
present approach to audit will continue, with piled eathasia on the constructive 
aspect in our reporting. Similarly, cooperative accounting systems work with 
the agencies will be vigorously continued, with added emphasis on the constructive 
review and evaluation of existing systems. 

Continued effort will be directed toward strengthening all facets of the work of 
the Office, including investigations, claims, transportation, legal, European office, 
ete. However, the changes discussed herein pertain primarily to my immediate 
office and the accounting and auditing area a cpttations. 


B. Comptroller General’s Office 


To aid the Comptroller General in directing the total activities of the Office, 
it is believed that a functional arrangement will vield the greatest results. Ac- 
cordingly, the following functional areas will be established for purposes of carrying 
out the general supervision of the Office: 

1. Legal work carried out in the office of the general counsel; 

2. Leyislative liaison, general administration, investigations, claims, and 
transportation; 

3. Accounting and auditing. 

The Assistant Comptroller General will continue to perform the duties assigned 
to him by the Comptroller General and, of course, during the absence of the 
Comptroller General, all matters pertaining to the operation of the Office will be 
taken up with him. 

The General Counsel and the assistants to the Comptroller General will be 
responsible for assisting the Comptroller General in carrying out his duties. This 
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arrangement does not cut off the division chiefs and heads of offices from direct 
contact with the Comptroller General. It is intended to strengthen the working 
relationships between the groups ¢ ing out the respective programs of the 
Office. The assistants to the Comptroller General and the General Counsel will 
keep the Comptroller General and each other informed on all major matters in 
their respective areas of responsibility in order to bring about a more cohesive 
direction to our total effort. Coordination work in connection with reports and 
other activities will be shared by the assistants to the Comptroller General and 
the General Counsel, along with the staff groups. 


C, Legal work 


This segment of the work will continue to be the responsibility of the General 
Counsel who will report to the Comptroller General. 


D. Legislative liaison, general administration and specialized functions 


The Office of Investigations, Claims Division, Office of Administrative Services, 
Division of Personnel,! and Transport Division will continue as_ heretofore, 
except that the assistant to the Comptroller General assigned to aid the Comp- 
troller General in carrying out his responsibilities of supervision in this area will 
maintain a close working relationship with each division and coordinate the 
carrying out of the work of the divisions with the total program of the Office. 

The Office of Legislative Liaison will be under the immediate supervision of an 
assistant to the Comptroller General. The office will continue to carry out the 
duties of congressional liaison and related matters previously performed by the 
office of the assistants to the Comptroller General, and will carry out such special 
assignments as may be made from time to time. The office of legislative liaison 
will continue to review audit and investigation reports prepared for submission 
to Congress for matters of legislative policy. 


E. Accounting and auditing 


The changes in organization and operations under discussion are more im- 
portant in the accounting and auditing area and, therefore, are discussed more 
fully. The following groups will be established with the functions described 
ender each, the exact title of each group to be worked out in a manner later 
provided for. 

1. Accounting [and auditing] policy and procedures. This function will include 
the development of accounting principles and standards for the executive agencies, 
including appropriate emphasis on internal control, and the staff responsibility 
for Government-wide procedures of an accounting or fiscal nature. 

, aa ety etoved teee:} This function will [also] include the develop- 
ment of auditing policy and practices including staff responsibility for aiding in 
development of the internal audit function in the executive agencies. 

{[2.] [¢.] Defense group. 

{[3.] [4.] Civilian group. These groups will be the primary operating vehicles 
to carry out the responsibilities of the Office for accounting and auditing activities 
on an integrated basis in each of the executive agencies. 

{4.] [6.] Staff management for accounting and auditing. This group will have 
the overall responsibility for an aggressive effort to improve the — and size 
of the staff available for accounting and auditing activities, including training 
and work assignments. Its functions are primarily staff management in character 
and will not include functions assigned to the Division of Personnel. 

[5.] (6.] Field operations. This group will include the accounting and audit 
personnel in the field offices and will provide the necessary central office supervi- 
sion and direction of such activities from an administrative standpoint. 

The foregoing groups constitute a combination of staff and operating organ- 
izations designed to achieve maximum effectiveness with a minimum of personnel 
in each instance. The accounting oe, and the auditing policy groups will 
necessarily work together very closely in making their contribution to the staff 
direction of the two operating groupe. The two policy groups will participate 
with the assistant to the Comptroller General assigned to the accounting and 
auditing area in reviewing proposed work programs of the operating groups; 
will review audit reports for consistency with accounting and auditing policy; 
and, will otherwise assist in carrying out the staff functions. The operating 
groups will be directly responsible for developing work plans and audit programs 
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designed to obtain the most effective coverage ble within the resources avail- 
able to the Office. Particular emphasis will devoted to the coordination of 
audit and systems work on an agency basis. Audit functions now being per- 
formed on a centralized basis will be a part of the responsibility of the respective 
group, with those not subject to separation on this basis, if any, being assigned to 
the civilian group. 

There is a recognized need for a small group of highly skilled methods and 
egy na personnel to work on specific problems in that field, many of which 

ve Government-wide implications. Moreover, the highly specialized qualifi- 
cations necessary to Bs eg noo in the technical developments dealing with 
electronics make desirable a central staff group for this area. This group will be 
a part of the accounting policy and procedures staff although effective means of 
integrating this work with the respective operating group is essential in each 
instance in order to achieve the advantages of a coordinated agency staff approach 
in carrying out our work. 

The necessity for emphasizing the recruitment and training of accounting and 
auditing personnel makes desirable the oe up of this area as one for special 
attention. It seems evident that increasing the quality and numbers of the staff 
will be based primarily upon bringing in personnel at the entrance level for the 
foreseeable future although every effort will continue to be made to recruit at all 
levels, This group will, of necessity, work very closely with the entire accounting 
and auditing area. To be effective, it must follow through from an assignment 
standpoint in each of the staff and operating groups. 

Under the organization and operation plan discussed herein, it is essential 
that the field operations be available to each of the operating groups and, thus, 
single administrative direction is desirable as well as the opportunity presented 
for a more effective spreading of the workload at the top supervisory level. 


F. Placing changes into effect 


1. Organization charts and definitive statements of functions and duties will 
be developed as soon as possible with the participation of those concerned. 

2. Personnel assignments will be coordinated with organizational developments, 
along with provision for orderly transition. 

3. The revision of more detailed insructions such as Comptroller General’s 
orders, etc., will follow as necessary. 


G. Personnel designations 


1. Legal work—FE. Lyle Fisher, General Counsel. 
2. Legislative liaison, general administration and specialized functions— 
Robert . Keller, Assistant to the Comptroller General: 
Office of Legislative Liaison—Robert F. Keller. 
Office of Investigations—K. W. Johnson, acting. 
Claims Division—A. Banks Thomas. 
Transportation Division—H. A. Hoagland. 
Office of Administrative Services—J. F. Feeney. 
Division of Personnel—T. A. Flynn. 
P 3. Te and auditing—Karney A. Brasfield, assistant to the Comptroller 
eneral: 


Accounting {and auditing] policy and procedures—W. F. Frese. 


efense [accounting and auditing] [grewp}—L. A. Powers; Deputy— 
W. A. Newman, Jr. 
Civilian [accounting and auditing] [grewp}—{R- b- Leng}[E. H. Morse, 
Jr.}—Deputy—S. B. Savage, Jr. 
taff management for accounting and auditing— 
John E. Thornton. 
4. European office—Charles M. Bailey. 
Additional designations of personnel in the accounting and auditing area will 
issued as a supplement to the above list as promptly as plans permit. 
JoserpH CAMPBELL, 
Comptroller General of the United States. 
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Exuisit 2B 


WorKLOAD PERFORMANCE 





CompTroLLeR GENERAL OF THE UNITED STATES, 
Washington 25, August 26, 1956. 
Hon. Gutenarp P. Lipscoms, 
House of Representatives. 


Dear Mr. Lipscoms: In your letter of July 19, 1955, you requested a number 
of items one of which was a report as to the number of investigations, inspections 
and surveys conducted soneelee by the various divisions of the General Account- 
ing Office and reported to governmental bodies for appropriate action. It was 
understood from a su uent conversation with Mr. Morris of your staff that 
wer request was intended to cover audit, investigations, and accounting systems 
work, 

To soar with your request we are enclosing statements covering the three 
areas. e regret that we are not in a position to furnish the information requested 
on a statistical basis in the audit and accounting systems areas. The enclosed 
statements covering those two areas explain why this is not possible. 

It is believed that the enclosures complete the furnishing of information re- 
quested in your letter of July 19, 1955. However, if there are any further ques- 
tions please let us know. 

Sincerely yours, 
Frank H. Weirzet, 
Acting Comptroller General of the United States. 


OFrFIcE OF INVESTIGATIONS 


Investigations before 1950 were aimed primarily at noncompliance with pro- 
cedures, directives, laws, and Nae emoncia in regard to expenditures of public 
funds, looking toward audit disallowances. The inspections covered accounta- 
bility of a particular individual in his cash or disbursing accounts. Most of these 
two types of reports were sent to the auditing and settling divisions of General 
Accounting Office for appropriate action as indicated in the report. Where 
appropriate, a letter quoting from the report was sent to the department. 

hervave involved general program study of a department including its functions 
and procedures. These reports were used mostly for background material and 
study by General Accounting Office. In a few cases, a letter based upon the sur- 
vey was sent to the department. 

Special audits included audit of collectors and comptrollers of customs, Emer- 
gency Crop and Feed Loan Section, Federal Housing Administration, Sergeant 
at Arms, Clerk and Stationery Room of the House and certain offices of the Senate. 
Bes latter reports were sent to the Speaker of the House or the President of the 

nate. 

In fiscal year 1950, the Office of Investigations was reorganized. The entire 
investigative program was redefined with vastly increased aims and responsibilities. 

The investigations of particular allegations from congressional committees and 
of special assignments have become a major effort of General Accounting Office. 
The inspection function has changed from a quick, routine review of a field 
disbursing office, with a cash count and trial balance, to a relatively broad survey 
of the fiscal and management aspects of an entire field installation. The survey 
function has Saeaenadl in scope and coverage, with results as incomparable from 
those of former years as are the man-days devoted to each. All routine audits were 
transferred to the Division of Audits. 

As a result of these reorganizations, the origin and distribution of our reports 
have changed considerably. There are many times more requests from congres- 
sional committees or suggestions from Members of Congress for investigations 
to be conducted, or for copies of reports to be furnished. Under the reorganiza- 
tion, practically all reports are sent to the head of the department, and many to 
the committees of Congress having jurisdiction over the particular subject. 

During fiscal year 1955, a new system of recording distribution ot reports was 
installed, to show a month-to-month distribution of all reports, both congressional 
and departmental. In the past, such a record was not kept current until the 
Holifield subcommittee pointed out the desirability of such a report. 

The total number or reports pre within the Office of Investigations in the 
field and by members of the staff during fiscal years 1946 through 1955 are listed 
below. These totals do not indicate in any way the number of reports sent to the 
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departments or to congressional committees or Members of Congress. The 
record of a complete distribution of these reports is not available without a re- 
search job of possibly 8 weeks’ duration. 





























Investigations 
Fiscal year ee Survey yong Total 

SRE a eal SI: 573 i) 282 BPD DL cntonionitied 1,115 
8 BeSNA a 1 eileen SR alas 805 166 200 DUE Eudvcivecedieee 1, 319 
Cg RIE OES SEF ET 638 392 143 p+ fb TORRE 1, 208 
PR, ack tsacnsechaeshntndse 694 544 85 SS Re 1, 507 
RRR RAE SR 399 311 23 226 1, 739 2, 698 
WR chowWbenenn Pcicie bones 145 129 3 136 3, 106 3, 519 
eB iaccae sirsakecSac aed aches kateial cick 238 345 10 197 927 1,717 
Misc dtl, -tishddscdiibenwnd 89 170 10 241 831 1, 341 
i istictnnieataiinitadenditcncanetitias Lia 104 BE kee csunsneone 374 1,111 1, 772 
called Sieh i i ies Mise eh ua 20 RRL, 541 894 

5 ERS ce 3, 705 2, 335 7% 2, 342 8, 042 17, 180 








Division or AupiItTs 


No statistics exist as to the number of audits made in any period of time 
and it would be extremely difficult to reconstruct data as a basis for preparing 
tabulations. 

This is a natural result of the nature of audit work performed and its funda- 
mentally changed character over the years. The financial transactions of all 
Government agencies have always been under audit by this Office. However, 
the type of audit and audit objectives have changed materially since 1946, and 
various types of audit have existed simultaneously in relation to different agencies. 

Prior to 1945, almost all audit activity centered around the accountability for 
funds and the audit entity was the individual disbursing officer’s account current 
in which his monetary transactions (collections, transfers, and disbursements) 
were recorded. The audit was performed centrally by reviewing documentation 
submitted to the General Accounting Office and no overall audit reports were 

repared as a result of these reviews. Individual notices of exception covering 
individual transactions were issued to accountable officers as errors were dis- 
closed. This type of audit has steadily diminished and will eventually disappear; 
however, exceptions will continue to be issued in appropriate cases. Statistics 
covering audit performance or production in this area can be expressed only in 
terms of accounts audited and exceptions issued. 

In late 1945, with the passage of the Government Corporation Control Act, a 
commercial-type audit was begun of the then existing 101 Government corpora- 
tions. These audits were markedly different in scope and involved the review 
of the agency’s books and records and all aspects of financial management and 
were performed at the site of the agency’s operations. All documentation was 
retained by the agency. Formal audit reports were prepared as a result of these 
audits and were reviewed with agency officials and transmitted to the Congress. 
In a number of cases, audit work was and is performed on a continuous year-round 
basis, generally involving more than 1 fiscal year of agency operations. Also 
the audits of some smaller corporations were performed during 1946, 1947, and 
1948 by independent public-accounting firms under contracts with the General 
Accounting Office. In this area of audit activity the only statistical measure 
of performance is the individual audit report. However, statistical comparisons 
of this nature would be virtually meaningless as to production performance. 
For example, there would be little meaning in comparing as work units the 10- 
volume report on Reconstruction: Finance Corporation and its subsidiaries for 
fiscal peer 1945 and the 25-page report of the _ Islands Company for the same 
period. Also, in our efforts to get current with the corporation audits, several 
single reports covered more than 1 fiscal year’s operations. 

In October 1949, the so-called comprehensive audit program was launched. 
In essence, this program involved the application of commercial-type auditing to 
noncorporate Government agencies .along the lines laid down for the audit of 


corporations. The main differences, insofar as statistical ormance reportin 
is concerned, are these: (1) There is no statutory ing requirement, (2) 
the audit is not aimed necessarily at fiscal years and (3) it may, and 


frequently does, cover only a segment of an agency’s activities at a time—par- 
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ticularly from a paperaas standpoint. This is the expanding audit program of the 
General Accounting Office and its application to all Government activities is 
presently forestalled only by inability to obtain sufficient numbers of qualified 
people to carry it out. Here again the only statistical-work measure available 
for comparison so from year-to-year is the audit report. For the reasons 
discussed we believe such comparisons would be meaningless. 

There are other factors involved in our total audit effort which make it im- 

ible to establish a common denominator for overall performance statistics. 
hese include (1) the reconciliation of all disbursing officers official checking 
accounts, (2) site audit of personal service compensation paid to all civilian em- 
ployees of the Government, and (3) audits in contractors’ plants of costs incurred 
a cost-type defense contracts. 

The above factors indicate why it is not ible to furnish on any meaningful 
basis comparative performance statistics. There is attached a tabulation showing 
for each fiscal year since 1946 through fiscal year 1955 the number of audit reports 
issued by the Division of Audits or its predecessor organizations. However, the 
information in the tabulation should be evaluated with consideration of the 
factors and comments herein set forth. 


Audit reports issued during the fiscal years ending June 30, 1946, through 1955 

















Prepared by Division of | Prepared jointly with other 

Audits GAO divisions 

Fiscal year of issue 

A Cc A Cc 
1B se a vticdenesahyaduaveds aededeendesonnentingnlsssnenewhinees OB hc enictiiteibiesilte apabbiigith tan in 
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VOOR is ices ek sb ep wenn eek eniecLianesnnsmhiaes 1 = ib ecb ae pai oodhediin ding 
ee nen in nnn mn OO ots bn ee ie ee es See 
OE osc ehdice dlsratn Sonaeh eq dbncudds page goes senmeidbapoanmeses 3 SNC, CR ae 
RE RE SSE a REG RD a Tes sT eh einen ose yg RE eile TARE a 
re TE ae Bed SARE yt ae ape eter ene ee 2 | 2 SRT ee Sale, TIRE Rec e 
pT Rae Pe ee eee ek ome rep ar ee 48 5 PPR 1 
10GB onic ne cece cle e nec cc acne conseansnewoses== 135 92 1 7 
OU isicicti aids cntceaieaeenein suena nnsilp, 186 331 1 8 

















A—Reports initially distributed to agencies, but not to Congress or congressional committees or members. 
C—Reports initially distributed to Congress, its committees, officials, or individual Members of 7 


AccountinG Systems Division 


The Accounting Systems Division was formed early in 1948 to become the 
focal point for the Governmentwide joint accounting improvement program which 
was formed following ngroernent between the Comptroller General, the Director 
of the Bureau of the Budget, and the Secretary of the Treasury, that badly 
needed accounting reforms could only be obtained by a comprehensive effort 
under their joint leadership and involving a cooperative approach with every 
agency of the Government. Therefore, the work of the Division is primarily 
of a staff character and does not lend itself to any comparative statistical presenta- 
tion for performance analysis. ; Shi. 

During the first 2 years of its existence, the principal emphasis on the Division’s 
work was necessarily devoted to the establishment of appropriate joint working 
arrangements between the Treasury Department, Bureau of the Budget, and the 
many individual agencies, obtaining joint agreement on objectives, and the 
development of necessary legislative recommendations to make possible their 
accomplishment. This included development of recommendations which led 
to the enactment of the Budget and Accounting Procedures Act of 1950, the Post 
Office Financial Control Act of 1950, and a great deal of work on many individual 
acts dealing with specialized aspects of the total problem. 

Among the first tasks of the new organization was to develop the necessary 
changes in concepts to overcome the central paper mill, with its accompanying 


illusion of precise control, which Federal accounting had become. The first job 
was to work out specific changes in central accounting procedures in order to 
free the operating agencies of the then existing rigid requirements which prevented 
agency accounting systems from being tailored to their own management needs. 
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During this period a limited staff was necessary and it was gradually recruited 
during the first 2 years to a total of about 35 technical personnel. 

The above changes made it possible to accelerate the work with the individual 
agencies in developing and establishing more effective organizations and procedures 
for internal control and management of their operations. This naturally included 
modernized accounting systems through which emphasis was placed not only 
on providing a record of the purpose for which the money was spent but also on 
development of appropriate financial records of assets, liabilities, and costs. 
It was in this period of approximately 2 years that pilot systems were developed 
and tested in the public works and power areas which firmed up basic concepts in 
the relationships between programing, budgeting, and accounting on a common- 
denominator basis. These concepts proved advantageous from the standpoint 
of both the executive branch and the Congress. A number of ray installations 
were made in other areas on a cooperative basis with the GAO staff working 
directly with the agencies. The manner in which commercial-type accounting 
ean best be adap to Federal Government operations was tested and demon- 
strated. Several mass paperwork operations were simplified and mechanized 
with significant savings under cooperative working arrangements which gave 
GAO the opportunity to work out the necessary changes in its audit relationships 
with the agencies concerned. The technical staff was expanded during this 2-year 
period to a total of about 65. 

Through the years the work with the agencies was continually receiving more 
and more emphasis. In many cases it was necessary for agencies to reorganize 
their budgeting and accounting staffs, and to obtain more qualified personnel to 
develop the kind of financial controls needed under the broadened concepts of 
the legislation and related joint program. Specific accounting progress has 
necessarily had to be evolutionary. hings had to be done step 3 step as a 
practical matter. For example, separate programs had to be develo or the 
establishment of financial records of property and other assets held by the agencies 
which, under previous concepts, had never been established in financial terms 
Likewise, emphasis had to be placed on the establishment of cost accounting in 
various agencies where it is significant. This had to be tied in to changes in 
appropriation accounting. Later, the final steps of tying these specialized 
developments together into unified systems of accounting and budgeting had to 
necessarily be taken as separate steps in many agencies. 

Beginning with the fiscal year 1953, many of the necessary changes in central 
accounting operations had progressed to a point where major emphasis could best 
be placed on agency systems work. While further simplifications and improve- 
ments in central accounting and reporting are still going leeward and will continue 
for an indefinite period, the staff today is now primarily engaged in “on the 
ground”’ assistance to the agencies. 

The momentum of agency efforts has stepped up materially with every succeed- 
ing year until the present, when it has reached an alltime high. The result is 
that today there is more and more activity which the Accounting Systems Division 
needs to participate in if all these developments are to be kept moving in the right 
direction. Specific effort is required in effecting an appropriate tie-in with the 
central accounting and reporting developments of the Treasury Department and 
the fundamentally improved budgeting practices and related requirements of the 
Bureau of the Budget and the Appropriations Committees. Although every effort 
is being made to encourage and assist each operating agency to design a system 
best suited to its needs, it is apparent that if the GAO is to continue its role of 
leadership it must keep in touch directly with agency problems by day-to-day 
work on a cooperative basis. 

In many respects the progress of the past constitutes raw material for continuing 
and accelerating improvements in the future. While continuing stress should be 
laid on agency responsibility to get the job done with the GAO staff acting pri- 
marily as a catalytic agent, rendering the assistance and advice necessary to 
maintain the momentum of the total effort, and continuing the development of 
basic principles and standards which will lead to the most rapid achievement 
possible of ultimate objectives, it is contemplated that positive action programs 
for the future course of this work will be undertaken to review and evaluate the 
overall financial management system within each agency on a critical objective 
basis. Such evaluations will be made so as to inform the Congress as to the cur- 
rent situation and clarify and crystallize objectives and work to be done with the 
head of each agency. 
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Exnisit 2C 


ReEc¥EIPTS AND EXPENDITURES 


U. 8. General Accounting Office—Statement of available funds ana expenditures, 
fiscal year 1946 through fiscal year 1955 












































1946 1947 1948 1949 1950 
Amounts available for obligation: 
Unexpended agriculture transfers. . $74, 340 $64, 256 $75, 313 $127, 983 $77,477 
Appropriations... ...............-- 41, 963, 780 | 40,300,000 | 36,517,000 | 35,791,000 | 35,070,000 
Reimbursements. .-.............-- ioddgiindedintn 19, 219 44, 267 67, 091 58, 061 
IR ain 5 ke enitkeientbins ns dee 1 350, 640 1 353, 424 1 295, 750 1 274, 645 1 286, 431 
Rot anne eat pene segs cme 42, 388,760 | 40,736,899 | 36,932,330 | 36,260,719 | 35, 491, 969 
Ex itures during the year... _____ 38, 157,612 | 38,719,295 | 32,976,176 | 34,586,402 | 33,875,111 
Unliq uidated chltgntions, @ end fiscal 
Rakha dinnguchamenmvessatetnnsenn 1, 123, 647 706, 685 806, 284 879, 841 985, 917 
Balance unobligated, June 30___- 3, 107, 500 1,310, 919 3, 149, 869 | 794, 476 630, 941 
' 
| 1951 1952 1953 «| | 1984 | S955 
Amounts available for obligations: | 
Unexpended seoure © transfers... $8, 241 4 " j 
Appropriations. ..._..__. 2 32, 684, 500 | 3 $32,488,832 | $32, 000 000 | | $31, 981, = | $31, 981, 000 
a og SRN Vocecosusuas sube 64,977 27, 642 23, 263 | 35, 93, 774 
"Tress eines i eins FES dS 2 Lit dnekee = | «30000 | beinee 
Total.. 32, 757, 718 32, 516,474 | 32, 083, 263 | 32,314, 789 | 32, 074,7 74 
Expenditures during the year_. 30, 424,556 | 30,954,018 | 29,958,533 | 29, 985, 778 | | 29, 598, 330 
Unliquidated obligations end fiscal | | 
pf Peele LE CR ee eee Oe ee Pee val, 472 | 1,046, 494 } 1, 292, 536 | 1,293, 506 | *& 956. 335 
Balance unobligated, June 30____- 1, 411, 690 | 515, 962 832, 193 | 1, 037, 505 X 520, 109 





i ‘Crsintien trate 2 Agriculture for soil al sugar program 
2 Does not include $1,755,000 transferred to Post Office Degaeonent: 
§ Does not include $5, 167 chauffeurs’ salaries returned to surplus. 
‘ Transfer from 1953 appropriation for security investigations, Public Law 207, Supplemental Appropria- 
tion Act, Aug. 7, 1953. 


Souree: Budget and Finance Branch, Office of Administrative Services. 
Exuisir 2D 
COLLECTIONS 


Collections by or through the efforts of the U. S. General Accounting Office, 1946-55 



































1 i } | 
| | : j Postal 
; : e Transporta- | General | Investiga- | Total col- 
Fiscal year General audit tion audit claims } tions ae and lections 
| claims 
cee eee $43, 470,819 | $57, 519, 792 $4, 963, 040 $1, 497, 559 $5, 303,949 | $112,755, 159 
| rapt 16, 385, 208 | 144,814, 104 6, 414, 342 2, 735, 423 4, 809, 847 175, 158, 924 
ae 10, 986, 465 86, 276, 661 | 7, 691, 278 1, 056, 759 | 1 587,050 | 106, 508, 213 
eee cas se AEA: 10, 898, 780 48, 313, 286 9, 664, 302 16, 919, 689 | 1 873,719 | 86, 669, 776 
 . Se 14, 641, 573 19, 535, 714 4, 945, O85 2, 669, 941 1 992, 064 42, 785, 277 
1951. : 11, 005, 524 27, 522, 248 7, 491, 969 1, 786, 433 1 251, 054 48, 057, 228 
| CRS: 9, 249, 859 36, 753, 273 9, 078, 162 4, ee 55, 724, 940 
Seas cnn te 10, 666, 556 37, 625, 824 7, 363, 035 1, 236, 210 : 56, 891, 625 
a 5 ee ee 2 12, 016, 333 40, 755, 453 7, 884, 527 603,642 [22.20 2..-.. 61, 259, 955 
WOGB a essiniia.. 9, 061, 108 38, 512, 444 6, 015, 285 902, 766 : Stee bh 54, 491, 603 
Total. ._... 148, 382,225 | 537, 628, 799 71, 521, 925 30, 042, 068 12, 817, 683 800, 392, 700 
Percent... 18.5 67.2 | 8.9 | 38 1.6 | 100 
| | 





! Does not include “a ape for accounts with foreign countries and 7 1 og year 1951 represents collec- 
tions to Nov. 14, 1950—date of function transfer to Post Office Departme 
2 Includes $1 million collected in June 1954 as a result of an additional Ee of $4 million on sale 


of SS. United States to U.S. Lines collected through Department of Justice. (To be collected in 4 annual 
installments commencing in June 1954. ) 


Source: Budget and Finance Branch, Office of Administrative Services. 
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Exarsir 3 
LeeistaTivE History or. rae Unirep States GENERAL AccounTING OFFicre 


BACKGROUND 


A proposal to establish an executive budget and an independent accounting 
office was considered and passed by the 66th Congress (1919-20) but the bill, 
as passed, was vetoed by President Wilson. Mention is made of it here because 
it was accompanied by committee reports, Pye considerable debate, and was 
similar in all but minor aspects to the bill in the 67th Congress, which passed 
and became law. 

H. R. 9783, 66th Congress, was introduced by Mr. Good, 58 Congressional 
Record 6533; reported back (H. Rept. 362) 58 Congressional Record 6970; 
debated, 58 Congressional Record 6903, 7081-7103, 7125-7154, 7197-7232, 
7274-7297, 9077, 9085, 9091. Amended and passed House, 58 Congressional 
Record 7296, 7297. Referred to Senate Committee To Devise Plan for Budget 
System, 58 Congressional Record 7309. Reported with amendment (8. Rept. 
524) 59 Congressional Record 5587; debated, 59 Congressional Record 6223, 
6260, 6266, 6278, 6349-6356, 6389-6395, 9109, 9244. Amended and passed 
Senate, 59 Congressional Record 6395. Conference agreed to, 59 Congressional 
Record 6480, 6502. Conference report (S. Doc. 279), 59 Congressional Record 
7660; agreed to, 59 Congressional Record 7721, 7722. Conference report sub- 
mitted in House (H. Rept. 1044), 59 Con, ional Record 7708, 7942. Agreed 
to, 59 Congressional Record 7942-7956. Examined and signed, 59 Congressional 
Record 8084, 8156. Vetoed (H. Doc. 805), 59 Congressional Record 8609. 
Failed to pass House over President’s veto, 59 Congressional Record 8614. 


THE BUDGET AND ACCOUNTING ACT 


The General Accounting Office was set up under title III of the Budget and 
Accounting Act of 1921 (42 Stat. 23). That act established the General Account- 
ing Office as an office independent of the executive department and under the 
control and direction of the Comptroller General of the United States. The 
Comptroller General and the Assistant Comptroller General are appointed by 
the President with the advice and consent of the Senate, have 15-year terms and 
are removable only for cause by joint resolution of Congress, and in no other 
manner except by impeachment. Neither officer is eligible for reappointment 
As stated in House Report 362 (66th Cong.) on the previous bill: “‘The position 
is a semijudicial one * * *.” The full powers of the Comptroller General were not 
explicitly spelled cut in the act. We find that he is given the following powers in 
the law: (1) Auditing (sec. 304), (2) control over the personal ledger accounts of 
disbursing and collecting officers (sec. 304), (3) settlement and adjustment of 
public claims (sec. 305), (4) establishment of accounting P terete (sec. 309), 
(5) investigations relating to public funds and reports to Congress thereon (sec. 
312). Other minor powers, including administrative accounting for the Post Office 
Department, are enumerated. His powers are more graphically described by George 
C. Benson in his monograph on Financial Control and Integration (New York, 1934, 
p. 15) as (1) prescribing the forms of keeping and rendering all public accounts, 
(2) revising accounts upon appeals from settlements made Py the auditors, (3) 
countersigning of all warrants authorized by law to be signed by the Secretary of 
the Treasury, (4) superintendence of the recovery of debts and revision of accounts, 
and (5) most important of all, interpreting appropriation acts or acts affecting 
appropriations either by advance decisions to establishment heads and disbursing 
officers or by review of decisions. 

S. 1084, 67th Congress, was reported by Mr. McCormick without amendment 
from the Committee on Expenditures in the Executive Department, 61 Con- 
gressional Record 595; debated, 61 Con jonal Reeord 657; amended and 
passed Senate, 61 Congressional Record 662. Made ial order in the House 
(H. Res. 74), 61 Congressional Record 974; debated, 61 Congressional Record 980- 
999, 1074, 8217; amended and passed House, 61 co ae Record 1093. Con- 
ference a to, 61 Con ional Record 1093, 1122. Conference report 
submit (S. Doc. 15), 61 Congressional Record 1723, 1768; 
hee gs Record 1783, 1851-1859. Examined and signed, 1 

rd 1932, 1940 (Public Law 13) (42 Stat. 20). 
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SPECIFIC AMENDMENTS 


pica 20 he ie le eee rn i ei 
Vv an express e ac’ U 

(coe. 2, 25 Stat. 387), as modified June 10, 1921 (ch. 18, see. 301, 42 Stat, 23), relating 

to the 5-year statute of limitations on suits by the Government on a United States 


bond. 

H. R. 1567, 80th Congress, was introduced by Mr. Robsion and referred 
to the Committee on the Jud , 93 Congressional Record 711; reported 
back (H. Rept. 253), 93 Co Record 3375; passed House, 93 
Congressional Record 5034. ‘Referred to Senate Committee on the Judi- 
eiary, 93 Co jonal Record 5121; reported back (8S. t. 660), 93 
Congressional 9464; passed Senate, 93 Congressional rd 9834. 
Examined and signed, 93 Congressional Reeord 10128, 10281. Presented 
to the President, 93 Congressional Record 10582. Approved (Public Law 280) 
(93 Congressional Record 10583), 

The act of October 15, 1949 (63 Stat. 880, sees. 3, 4), increased the salary of 
Se General to $17,500 and that of the Assistant Comptroller General 
to , * 

H. R. 1689, S8ist Congress, was introduced by Mr. Miller of California 
and referred to the Committee on Post Office and Civil Service, 95 Con- 
gressional Record 479; with amendment (H. Rept. 535), 95 Con- 
gressional Record 5926; debated, 95 Congressional Record 9151; amended 
and passed House, 95 Congressional Record 9174. Referred to Senate 
Committee on Post Office and Civil Service, 95 Congressional Record 9447; 
reported with amendment (S. Rept. 882), 95 Congressional Record 11023; 
objected to, 95 Congressional Record 12362, 13311. Debated, 95 Congres- 
sional Record 12362, 13311; debated, 95 Congressional Record 13391, 13416. 
13425, 13513, 13524; amended and passed Senate, 93 Congressional Record 
13541. Conference agreed to, 95 Congressional Record 13541, 13858. Confer- 
ence report (H. Rept. 1411) submitted in the House, 95 Congressional Record 
14439, 14442, in the Senate, 14422, 14506. Examined and signed, 95 Con- 
gressional Record 14629 .14534. Presented to the President, 95 Congres- 
sional Reeord 14825 (Public Law 350) (95 Congressional Record 15101). 

Reorganization Plan No. 3 of 1949, effective August 20, 1949, transferred to 
the Postmaster General the function of the Comptroller in the Post Office Depart- 
ment set up by section 304 of the General Accounting Office Act (63 Stat. 1066). 

The act of July 28, 1953 (67 Stat. 229, ch. 256), provided that any Comptroller 
General who has served at least 10 years of his term when retired for age, or who 
has completed his term, shal! be eligible for an annuity equal to his salary, but 
reduced in the latter instance for every month he is under 65. Further, if the 
Comptroller General is disabled, after serving 10 years, he may retire on an 
annuity equal to the salary payable at the time he was disabled; if he served less 
than 10 years, at one-half that amount. 

. R. 5228, 83d Congress, was introduced by Mr. Bonner and referred to 
the Committee on Government Operations, 99 Congressional Record 4954; 
reported with amendment (H. Rept. 422), 99 Congressional Record 4942, 
4953; debated, 99 Congressional Record 7543, 7859; objected to, 99 Con- 
ional Reeord 8125; passed House, 99 Congressional Record 8137. 
ferred to Senate Committee on Government rations, 99 Congressional 
Record 8174; reported back (S. Rept 594), 99 Congressional Record 8935; 
objected to,’ 99 Congressional Record 9162; debated, 99 Congressional 
Record 9338; passed Senate, 9344. Examined and signed, 99 Congressional 
Record 9465, 9571. Presented to the President, 99 Congressional Record 
9571. Approved (Public Law 161) (99 Congressional Record 10407). 


RELATED ACTS 


The act of December 6, 1945, the Government Corporation Control Act (59 
‘Stat. 597), provided for financial control of Government corporations. The 
General Accounting Office was given the power to audit the transactions of such 
corporations, the Tennessee Valley Authority, and to make a report to 
Congress thereon (secs. 105, 106). : 

H. R. 79th Congress, was introduced by Mr. Whittington and 
referred to the Committee on Expenditures in the Executive Departments, 
91 Congressional Record 7214; reported back (H. Rept. 856), 91 Congressional 
Record 7267; debated in House, 91 Congressional Record 8548; passed 
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House, 91 Con ional. Record 8567. Referred to Senate Committee on 
Banking and Currency, 91 Congressional Record 8587; re back (8. 
Rept. 694), 91 Congressional Record 10322; passed Senate, 91 Congressional 
Record 10932. Examined and signed, 91 Con ional Record 10964, 
11006. Presented to the President, 91 Gonigrésibonal Record 11076, Ap- 
proved (Public Law 248) (91 Congressional Record 12190). 

The act of June 30, 1949, the Federal Property and Administrative Services Act 
(63 Stat. 377), provided statutory basis for standardization of Govern.mert supp'y 
procedures in line with proposals advocated by the General Accounting Office. 

H. R. 4754, 81st Congress, was introduced by Mr. Holifield and referred 
to the Committee on Expenditures in the Executive Departments, 95 Con- 
gressional Record 6437; reported with amendment (H. Rept. 670), 95 Con- 
gressional Record 6777, 6821; debated, 95 Congressional Record 7441; 
amended and passed House, 95 Congressional Record 7468; ordered placed 
on Senate Calendar, 95 Congressional Record 7475; amended and passed 
Senate (in lieu of S. 2020), 95 Congressional Record 8047. Conferees ap- 
pointed, 95 Congressional Record 8058, 8222. Conference report (H. Rept. 
935) agreed to, 95 Congressional Record 8561, 8582. Examined and signed, 
95 Congressional Record 8690, 8692. Presented to the President, 95 Con- 
gressional Record 8777. Approved (Public Law 152) (95 Congressional 
Record 8833). 

S. 2020 was reported by Mr. McClellan from the Committee on Expendi- 
tures in the Executive Departments (S. Rept. 475), 95 Congressional Record 
7396; indefinitely postponed (H. R. 4754 passed in lieu), 95 Congressional 
Record 8058. 

A new title V concerning records management was inserted in the General Prop- 
erty and Administrative Services Act and other amendments concerning certain 
standards to be emp oyed in purchasing and paying for articles were inserted by the 
act of September 5, 1950 (64 Stat. 578). 

S. 3959, 81st Congress, was reported from the Committee on Expenditurcs 
in the Executive Department (8. Rept. 2140), 96 Congressional Record 
10827; passed Senate, 96 Congressional Record 11092; amended and passed 
House tin lieu of H. R. 9129), 96 Congressional Record 11927. Conference 
appointed, 96 Congressional Record 11941, 12133, 12134, 13328. Conference 
report (H. Rept. 3001) agreed to in House, 96 Congressional Record 13988, 
13940. Examined and signed, 96 Congressional Record 14164, 14227. 
Presented to President, 96 Congressional Record 14164. Approved (Public 
Law 754) (96 Congressional Record 14228). 

Title IV of the National Security Act Amendments of 1949 (63 Stat. 578, 585) 
also placed on a statutory basis certain fiscal procedures to be employed by the 
Department of Defense, by establishing the Office of Comptroller of the Depart- 
ment of Defense, and setting forth provisions governing the performance budget, 
the obligation of appropriations, working-capital funds and other accounting 
items. 

H. R. 5632, 8ist Congress, was introduced by Mr. Short and referred to 
the Committee on Armed Services, 95 Congressional Record 9417; reported 
with amendment (H. Rept. 1064); 95 Congressional Record 9562; debated, 
95 Congressional Record 9670; passed House, 95 Congressional Record 
9684; passed Senate (in lieu of S. 1843), 95 Congrsesional Record 9751; 
conference appointed, 95 Congressional Record 9923, 9964, 10057; confer- 
ence report (H. Rept. 1142) agreed to, 95 Congressional Record 10345, 10592; 
examined and signed, 95 Congressional Record 10677, 10731. Presented to 
the President, 95 Congressional Record 10877. Approved (Public Law 216) 
(95 Congressional Record 12256). 

S. 1843, 81st Congress, was fon apgh erg by Mr. Tydings from the Committee 
on Armed Service (8. Rept. ), 95 Conermone ecord 6096; debated, 
95 Congressional Record 6537, 6621, 6703, 6725, 6781, 6856, 6861, 6865, 
6866, 6871; amended and passed Senate, 95 Congressional Record 6879; re- 
ferred to House Committee on Armed Services, 95 Congressional Record 
6996; indefinitely postponed (H. R. 5632 passed in lieu) (95 Congressional 
Record 9751). 

The act of August 17, 1950, the Post Office Department Financial Control Act 
(64 Stat. 460), provided for improved procedures with respect to the financial 
control of the Post Office Department, and to do so transferred to the Post Office 
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Department various functions then performed for the Post Office Department by 
the General Accounting Office. ; 
H. R. 8923, 81st Congress, was introduced by Mr. Murray of Tennessee 
and referred to the Committee on Post Office and Civil Service, 96 Congres- 
sional Record 9113; reported back (H. Rept. 2339), 96 Congressional Record 
223; passed House, 96 Congressional Record 9618. Referred to Senate Com- 
mittee on Post Office and Civil Service, 96 Congressional Record 9637: re- 
rted back (S, ror eke nds 96 Congressional Record 11448; passed Senate. 
Congressional 12057. Examined and signed, 96 Congressional 
Record 12178, 12249. Presented to the President, 96 Congressional Record 
12476. Approved (Public Law 712) (96 Congressional Record 13227). 

The act of September 12, 1950, Budget and Accounting Procedures Act of 1950, 
in part IT thereof, entitled ‘Accounting and Auditing Act of 1950,”’ gave the 
General Accounting Office broad statutory basis for standardizing Government 
accounting and auditing procedures in order to effect the maximum of clarity in 
and control of the records of Government expenditures. 

H. R. 9038, 81st Congress, was introduced by Mr. Karsten and referred 
to the Committee on Expenditures in the Executive Department, 96 Con- 
ional Record 9672; reported with amendment (H. Rept. 2556), 96 
ngressional Record 10126; debated, 96 Congressional Record 11139; 
passed House, 96 Congressional Record 11161. In Senate ordered placed on 
calendar, 96 Congressional Record 11172; amended and passed Senate (in 
lieu of 8. 3850), 96 Congressional Record 12047; conference requested, 96 
Congressional Record, 12047, 13017, 13230; conference rth (H. Rept. 
3002) debated and referred back to House Committee, Congressional 
Record 13770, 13872; reported (H. Rept. 3030) and agreed to, 96 Congres- 
sional Record 13920, 13983, 13939. Examined and signed, 96 Congressional 
Record 14075, 14141. Approved (Public Law 784) (96 Congressional 
Record 15028). 

S. 3850, 81st Congress, was introduced by Mr. McClellan and others and 
referred to the Committee on Expenditures in the Executive Department, 
96 Congressional Record 9426; reported (S. Rept. 2031), 96 Congressional 
Record 9969: debated, 96 Congressional Record 11060, 12037. Indefinitely 
postponed (HM. R. 9038 passed in lieu) (96 Congressional Record 12047). 
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Masor LEaisLaATION PERTAINING TO THE AUTHORITY AND RESPONSIBILITY OP 
THE Unitrep States GENERAL ACCOUNTING OFFICE 


Exurpit 4A 
Bupeer anp Accountine Act, 1921 (42 Strat. 23; 31 U.S. C, 41) 


[Pustrc—No, 13—671rm ConcrzEss.] 
[S. 1084.] 


AN ACT To provide 8 national budget system and an independent audit of Government accounts, and for 
other purposes, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


Titties I.—DEFINITIONS. 


Section 1. This Act may be cited as the ‘‘Budget and Accounting Act, 1921.” 

Sec. 2. When used in this Act— : 

The terms “department and establishment” and “department or establishment’ 
mean any executive anes independent commission, board, bureau, office, 
agency, or other establishment of the Government, including the municipal gov- 


ernment of the District of Columbia, but do not include the Legislative Branch 
of the Government or the Supreme Court of the United States; 

The on Oe Budget”? means the Budget required by section 201 to be trans- 
mitted to ; 

The term “Bureau” means the Bureau of the Budget; 

The term “Director” means the Director of the Bureau of the Budget; and 
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The term “Assistant Director’ means the Assistant Director of the Bureau of 


the Budget, 
Tite IIl.—Tue Bupert. 


Szc. 201. The President shall transmit to Congress on the first day of each 

lar session, the Budget, which shall set forth in summary and in detail: 

a) Estimates of the expenditures and appropriations necessary in his judg- 
ment for the support of the Government for the ensuing fiscal year; except that 
pe estimates for such year for the Legislative Branch of the Government and the 

e Court of the United States shall be transmitted to the President on or 

Hes anvgye ta a 15th of each year, and shall be included by him in the Budget 
without revision; 

(b) His estimates of the receipts of the Government during the ensuing fiscal 
year, under (1) laws existing at the time the Budget = fo more and (2) 
under the revenue proposals, if any, contained in 

(c) ec expenditures and receipts of the Common posed the last completed 


(d) "Estimates of the expenditures and receipts of the Government during the 
fiscal year in progress; 

(e) The amount of annual, permanent, or other pk Sh gna including bal- 
ances of appropriations for prior fiseal years, available for expenditure during 
the fiscal year in progress, as of November 1 of such year; 

(f) Balanced statements of (1) the condition of the Treasury at the end of the 
last completed fiscal year, (2) the estimated condition of the Treasury at the end 
of the fiscal year in progress, and (3) the estimated condition of the Treasury at 
the end of the ensuing fiscal year if the financial proposals contained in the Budget 
are adopted; 

(g) All essential facts regarding the bonded and other indebtedness of the Gov- 
ernment; and 

(h) Such other financial statements and data as in bis opinion are necessarv or 
desirable in order to make known in all practicable detail the financial condition 
of the Government. 

Sxc. 202. (a) If the estimated receipts for the ensuing fiscal year contained in 
the Budget, on the basis of laws existing at the time the Budget is transmitted, 
plus the estimated amounts in the Treasury at the close of the fiscal year in 
progress, available for expenditure in the ensuing fiscal vear, are less than the 
estimated expenditures for the ensuing fiscal year contained in the Budget, the 
President in the Budget shall make recommendations to Congress for new taxes, 
loans, or other appropriate action to meet the estimated deficiency. 

(b) If the aggregate of such estimated receipts and such estimated amounts in 
the Treasury is greater than such estimated expenditures for the ensuing fiscal 
year, he shall make such recommendations as in his opinion the public interests 
require. 

Sec. 203. (a) The President from time to time may transmit to Congress sup- 
= or deficiency estimates for such appropriations or expenditures as in 

is judgm ent (1) are necessary on account of laws enacted after the transmission 
of the Budget, or (2) are otherwise in the public interest. He shall accompany 
such estimates with a statement of the reasons therefor, including the reasons for 
their omission from the Budget. 

(b) Whenever such supplemental or deficiency estimates reach an te 
which, if they had been contained in the Budget, would have required the President 
to make a recommendation under subdivision (a) of section 202, he shall thereupon 
make such recommendation. 

Sec. 204. (a) Except as otherwise provided in this Act, the contents, order, and 
arrangement of the estimates of appropriations and the statements of expenditures 
and estimated expenditures contained in the Budget or transmitted under section 
203, and the notes and other data submitted therewith, shall conform to the re- 
quirements of existing law. 

(b) Estimates for lump-sum appropriations contained in the Budget or trans- 
mitted under section 203 shall be accompanied by statements showing, in such 
detail and form as may be rer wad to inform Congress, the manner of expenditure 
of such appropriations and of the corresponding anpropriations for the fiscal year 
in progress and the last comnpleted fiscal year. Such statements shall be in lieu 
of statements of like character now required by law. 

Sec. 205. The President, in addition to the Budget, shall transmit to Congress 
on the first Monday in December, 1921, for the service of the fiseal year ending 
June 30, 1923, only, an alternative budget, which shall be prepared in such form 
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and amounts and according to such s of classification and itemization as is, 
in his opinion, most appropriate, with such explanatory notes and tables as may 
be necessary to show where the various items embraced in the Budget are con- 
tained in such alternative budget. 

Sc. 206. No estimate or request for an appropriation and no request for an 
increase in an item of any such estimate or request, and no recommendation as to 
how the revenue needs of the Government should be met, shall be submitted to 
Congress or any committee thereof by any officer or employee or any department 
or establishment, unless at the request of either House of neti 

Ssc. 207. There is hereby created in the Treasury Department a Bureau to be 
known as the Bureau of the Budget. There shall be in the Bureau a Director 
and an Assistant Director, who shall be appointed by the President and receive 
salaries of $10,000 and $7,500 a year, respectively. The Assistant Director shall 
—- such duties as the Director may designate, and during the absence or 

ity of the Director or during a vacancy in the office of Director he shall act 
as Director. The Bureau, under such rules and ulations as the President 
may prescribe, shall prepare for him the Budget, the alternative Budget, and any 
supplemental or deficiency estimates, and to this end shall have authority to 
assemble, correlate, revise, reduce, or increase the estimates of the several depart- 
ments or establishments. 

Sec. 208. (a) The Director, under such rules and regulations as the President 
may prescribe, shall appoint and fix the compensation of attorneys and other 
employees and make expenditures for rent in the District of Columbia, printing, 
binding, telegrams, telephone service, law books, books of reference, periodicals, 
stationery, furniture, office equipment, other supplies, and necessary expenses 
of the office, within the appropriations made therefor. 

(b) No person appointed by the Director shall be paid a salary at a rate in 
excess of $6,000 a year, and not more than four persons so appointed shall be paid 
a salary at a rate in excess of $5,000 a year. 

(c) All employees in the Bureau whose compensation is at a rate of $5,000 a 
year or less shall be appointed in accordance with the civil-service laws and 
regulations. 

(d) The provisions of law prohibiting the transfer of employees of executive 
departments and independent establishments until after service of three years 
shall not apply during the fiscal years ending June 30, 1921, and June 30, 1922, 
to the transfer of employees to the Bureau. 

(e) The Bureau shall not be construed to be a bureau or office created since 
January 1, 1916, s0 as to deprive — therein of the additional compensation 
allowed civilian employees under the provisions of section 6 of the Legislative, 
Executive, and Judicial Appropriation Act for the fiscal years ending June 30, 
1921, and June 30, 1922, if otherwise entitled thereto. 

Sec. 209. The Bureau, when directed by the President, shall make a detailed 
study of the departments and establishments for the purpose of enabling the 
President to determine what changes (with a view of securing greater economy 
and efficiency in the conduct of the public service) should be made in (1) the 
existing organization, activities, and methods of business of such departments or 
establishments, (2) the appropriations therefor, (3) the assignment of particular 
activities to particular services, or (4) the regrouping of services. The results 
of such study shall be embodied in a report or reports to the President, who may 
transmit to Congress such report or reports or any part thereof with his recom- 
mendations on the matters covered thereby. 

Sec. 210. The Bureau shall prepare for the President a codification of all 
laws or parts of laws relating to the preparation and transmission to Congress 
of statements of receipts and expenditures of the Government and of estimates of 
speeupeiniont. The President shall transmit the same to Congress on or before 
the first Monday in December, 1921, with a recommendation as to the changes 
which, in his opinion, should be made in such laws or parts of laws. 

Sec. 211. The powers and duties relating to the compiling of estimates now 
conferred and imposed upon the Division of Bookkeeping and Warrants of the 
office of the Secretary of the Treasury are transferred to the Bureau. 

Sec. 212. The Bureau shall, at the request of any committee of either House 
of having jurisdiction over revenue or appropriations, furnish the 
committee such aid and information as it may request. 

Sec. 213. Under such regulations as the President may prescribe, (1) every 
department and establishment shall furnish to the Bureau such information as 
the Bureau may from time to time require, and (2) the Director and the Assistant 
Director, or any employee of the Bureau when duly authorized, shall, for the 
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purpose of securing such information, have access to, and the right to examine 
any books, documents, papers, or records of any such department or establishment. 

Ec. 214. (a) The head of each department and establishment shall designate 
an official thereof as budget officer therefor, who, in each year under his direction 
and on or before a date fixed by him, shall prepare the departmental] estimates, 

(b) Such budget officer shall also prepare, under the direction of the head of 
the department or establishment, such supplemental and deficiency estimates 
as may be required for its work. 

Sec. 215. The head of each department and establishment shall revise the 
departmental estimates and submit them to the Bureau on or before September 15 
of each year. In case of his failure so to do, the President shall cause to be pre- 

ared such estimates and data as are necessary to enable him to inelude in the 
udget estimates and statements in respect to the work of such department or 
establishment. 

Sec. 216. The departmental estimates and any supplemental or deficiency 
estimates submitted to the Bureau by the head of any department or establish- 
ment shall be prepared and submitted in such form, manner, and detail as the 
President may prescribe. 

Sec. 217. For expenses of the establishment and maintenance of the Bureau 
there is appropriated, out of any money in the Treasury not otherwise appro- 
eran the sum of $225,000, to continue available during the fiscal year ending 

une 30, 1922. 
Titte IlI.—Generat Accountine OFrice, 


Sec. 301. There is created an establishment of the Government to be known 
as the General Accounting Office, which shall be independent of the executive 
departments and under the control and direction of the Comptroller General of 
the United States. The offices of Comptroller of the Treasury and Assistant 
Comptroller of the Treasury are abolished, to take effect July 1, 1921. All other 
officers and employees of the office of the Comptroller of the Treasury shall become 
officers and employees in the General Accounting Office at their grades and salaries 
on July 1, 1921, and all bocks, records, documents, papers, furniture, office 
equipment and other property of the office of the Comptroller of the Treasury 
shall become the property of the General Accounting Office. The Comptroller 
General is authorized to adopt a seal for the General Accounting Office. 

Sec. 302. There shall be in the General Accounting Office a Comptroller 
General of the United States and an Assistant Comptroller General of the United 
States, who shall be appointed by the President with the advice and consent of 
the Senate, and shall receive salaries of $10,000 and $7,500 a year, respectively. 
The Assistant Comptroller General shall perform such duties as may be assigned 
to him by the Comptroller General, and during the absence or incapacity of the 
* a General, or during a vacancy in that office, shall act as Comptroller 

neral, 

Sec. 303. Except as hereinafter provided in this section, the Comptroller 
General and the Assistant Comptroller General shall hold office for fifteen years 
The Comptroller General shall not be eligible for reappointment. The Comp- 
troller General or the Assistant Comptroller General may be removed at any time 
de joint resolution of Congress after notice and hearing, when, in the judgment of 

ngress, the Comptroller General or Assistant Comptroller General has become 
permanently incapacitated or has been inefficient, or guilty of neglect of duty, or 
of malfeasance in office, or of any felony or conduct involving moral turpitude, 
and for no other cause and in no other manner except by impeachment... Any 
Comptroller General or Assistant Comptroller General removed in the manner 
herein provided shall be ineligible for reappointment to that office. When a 
Comptroller General or Assistant Comptroller General attains the age of seventy 
years, he shall be retired from his office. 

Sec. 304. All powers and duties now conferred or imposed by law upon the 
Comptroller of the Treasury or the six auditors of the Treasury Department, and 
the duties of the Division of Bookkeeping and Warrants of the Office of the 
Secretary of the Treasury relating to keeping the personal eg accounts of 
disbursing and collecting officers, shall, so far as not inconsistent with this Act 
be vested in and imposed upon the General Accounting Office and be exercised 
without direction from any other officer. The balances certified by the Comp- 
troller General shall be final and conclusive upon the executive branch of the 
Government. The revision by the Comptroller General of settlements made by 
pe six a shall be discontinued, except as to settlements made before 

y 1, 1921. 








THE GENERAL ACCOUNTING OFFICE 63 


~ The administrative examination of the accounts and vouchers of the Postal 
Service now imposed by law upon the Auditor for the Post Office Department 
shall be performed on and after July 1, 1921, by a bureau in the Post Office 
Department to be known as the Bureau of Accounts, which is hereby established 
for that purpose. The Bureau of Accounts shall be under the direction of a 
Comptroller, who shall be appointed by the President with the advice and Consent 
of the Senate, and shall receive a salary of $5,000 a year. The Comptroller shall 

rform the administrative duties now performed by the Auditor for the Post 

ffice Department and such other duties in relation thereto as the Postmaster 
General may direct. The appropriation of $5,000 for the salary of the Auditor for 
the Post Office Department for the fiscal year 1922 is transferred and made avail- 
able for the salary of the Comptroller, Bureau of Accounts, Post Office Depart- 
ment. The officers and employees of the Office of the Auditor for the Post 
Office Department engaged in the administrative examination of accounts shall 
become officers and employees of the Bureau of Accounts at their grades and 
salaries on July 1, 1921. The appropriations for salaries and for contingent and 
miscellaneous expenses and tabulating equipment for such office for the fiscal 
year 1922, and all books, records, documents, papers, furniture, office equipment, 
and other property shall be apportioned between, transferred to, and made 
available for the Bureau of Accounts and the General Accounting Office, respec- 
tively, on the basis of duties transferred. 

Sec. 305. Section 236 of the Revised Statutes is amended to read as follows: 

“Sec. 236. All claims and demands whatever by the Government of the United 
States or against it, and all accounts whatever in which the Government of the 
United States is concerned, either as debtor or creditor, shall be settled and 
adjusted in the General Accounting Office.” 

ec. 306. All laws relating semi to the administration of the departments 
and establishments shall, so far as applicable, govern the General Accounting 
Office. Copies of any books, records, papers, or documents, and transcripts 
from the books and proceedings of the General Accounting Office, when certified 
by the Comptroller General or the Assistant Comptroller General under its seal, 
shall be admitted as evidence with the same effect as the copies and transcripts 
referred to in sections 882 and 886 of the Revised Statutes. 

Sec. 307. The Comptroller General may provide for the payment of accounts 
or claims adjusted and settled in the General Accounting Office, through dis- 
bursing officers of the several departments and establishments, instead of by 
warrant. 

Sec. 308. The duties now appertaining to the Division of Public Moneys of 
the Office of the Secretary of the Treasury, so far as they relate to the coverin 
of revenues and repayments into the Treasury, the issue of duplicate checks ho | 
warrants, and the certification of outstanding liabilities for payment, shall be 
rates by the Division of Bookkeeping and Warrants of the Office of the 

retary of the Treasury. 

Sec. 309. The Comptroller General shall prescribe the forms, systems, and 
procedure for administrative appropriation and fund accounting in the several 
departments and establishments, and for the administrative examinaticn of fiscal 
officers’ accounts and claims against the United States. 

Sec. 310. The offices of the six auditors shall be abolished, to take effect July 1, 
1921. all other officers and employees of these offices except as otherwise pro- 
vided herein shall become officers and employees of the General Accounting 
Office at their grades and salaries on July 1, 1921. All books, records, documents, 
papers, furniture, office equipment, and other property of these offices, and of the 

ivision of Bookkeeping and Warrants, so far as they relate to the work of such 
division transferred Lo section 304, shall become the property of the General 
Accounting Office. e General Accounting Office shall oceupy temporarily the 
pa now occupied by the office of the Comptroller of the Treasury and the six 
auditors. 

Sec. 311. (a) The Comptroller Genera! shall appoint, remove, and fix the com- 
pensation of such attorneys and other employees in the General Accounting Office 
as may from time to time be provided for by law. 

(b) All such appointments, except to positions carrying a salary at a rate of 
more than $5,000 a year, shall be made in accordance with the civil-service laws 
and regulations. 

(c) No person appointed by the Comptroller General shall be paid a salary at a 
rate of more than $6,000 a year, and not more than four persons shall be paid a 
salary at a rate of more than $5,000 a year. 
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(d) All officers and employees of the General Accounting whether trans- 
ferred thereto or appointed by the Comptroller General, shall orm such duties 
** All official jo ene lo ially d 

e) All official ac ormed by such officers or emp! nen See 
therefor by the Comptroller General shall have the same force and effect as though 
perform by the Comptroller General in person. 

(f) The Comptroller General shall make such rules and regulations as may be 
necessary for carrying on the-work of the General Accounting Office, including 
puee aoe regulations concerning the admission of attorneys to practice before 
such office. 

Sec. 312. (a) The Comptroller General shall investigate, at the seat of govern- 
ment or elsewhere, all matters relating to the receipt, disbursement, and applica- 
tion of public funds, and shall make to the President when requested by him, and 
to Congress at the beginning of eavh regular session, a report in writing of the 
work of the General Accounting Office, containing recommendations concerning 
the legislation he may deem necessary to facilitate the prompt and accurate 
rendition and settlement of accounts and concerning such other matters relating 
to the receipt, disbursement, and application of public funds as he may think 
advisable. In such regular report, or in special reports at any time when Con- 
gress is in session, he shall make recommendations looking to greater economy or 
efficiency in public expenditures. 

(b) He shall make such investigations and reports as shall be ordered by either 
House of Congress or by any committee of either House having jurisdiction over 
revenue, appropriations, or expenditures. The Comptroller General shall also, at 
the request of any such committee, direct assistants from his office to furnish the 
committee such aid and information as it may request. 

(c) The Comptroller General shall specially reports to Congress every expendi- 
ae or contract made by any department or establishment in any year in violation 
of law. 

(d) He shall submit to Congress reports upon the adequacy and effectiveness of 
the administrative examination of accounts and claims in the respective depart- 
ments and establishments and wpon the adequacy and effectiveness of depart- 
mental inspection of the offices and accounts of fiscal officers. 

(e) He shall furnish such information relating to expenditures and accounting 
to the Bureau of the Budget as it may request from time to time. , 

Sec. 313. All departments and establishments shall furnish to the Comptroller 
General such information regarding the powers, duties, activities, organization, 
financial transactions, and methods of business of their respective offices as he 
may from time to time require of them; and the pomperenes General, or any of 
his assistants or employees, when duly authorized by him, shall, for the purpose 
of securing such information, have access to and the right to examine any books, 
documents, papers, or records of any such department or establishment. The 
authority contained in this section shall not be applicable to expenditures made 
under the provisions of section 29] of the Revised Statutes. 

Sec. 314. The Civil Service Commission shall establish an eligible register 
for accountants for the General Aneeneee Office, and the examinations of 
applicants for entrance upon such register shall be based upon questions approved 
by the Comptroller General. 

Sec. 315. (a) All appropriations for the fiscal year ending June 30, 1922, for the 
offices of the Comptroller of the Treasury and the six auditors, are transferred to 
and made available for the General Accounting Office, except as otherwise 
provided herein. 

(b) During such fiseal year the Comptroller General, within the limit of the 
total appropriations available for the General Accounting Office, may make such 
changes in the number and compensation of officers and employees appointed by 
him or transferred to the General Accounting Office under this Act as may be 
necessary. 

(c) There shall also be transferred to the General Accounting Office such por- 
tions of the appropriations for rent and contingent and miscellaneous expenses, 
including allotments for printing and binding, made for the Treasury Department 
for the fiscal year ending June 30, 1922, as are equal to the amounts on. 
from similar appropriations during the fiscal year ending June 30, 1921, by the 
Treasury Department for the offices o° the Comptroller of the Treasury and 
med aro fiscal ding J 30, 1922, th priations and 

ring the year en une 30, , the appro ns por- 
tions of appropriations referred to in this section shall be available for salaries 
and expenses of the General Accounting Office, including payment for rent in 
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the District of Columbia, traveling the purchase and exchange of law 
books, books of reference, and for necessary miscellaneous and contingent 


Bro. 316. The General Accounting Office and the Bureau of Accounts shall not 
be construed to be a bureau or office created since January 1, 1916, so as to deprive 
employees therein of the additional compensation allowed civilian employees 

er the provisions of section 6 of the Legislative, Executive, and Judicial 
Appropriation Act for the fiseal year ending June 30, 1922, if otherwise entitled 


Sec. 317. The provisions of law prohibiting the transfer of employees of 
executive departments and independent establishments until after service of 
three years li not apply during the fiscal year ending June 30, 1922. to the 
transfer of onplcren to the General Accounting Office. 

Sec. 318, This Act shall take effect upon its approval by the President: Pipe | 
That sections 301 to 317, inclusive, nr pees to the General Accounting Office an 
the Bureau of Accounts, shall take effeet July 1, 1921. 


Approved, June 10, 1921. 





Exursit 4B 
GovERNMENT Corporation Contrro. Act (59 Srar. 597; 31 U. 8. C. 841) 
[Pusuic Law 248—79TH Conckess] 
(Cuarter 557—I1st Session] 
[H. R. 3660} 
AN ACT To provide for financial control of Government corporations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Government 
Corporation Control Act’. 


DECLARATION OF POLICY 


Sec. 2. It is hereby declared to be the policy of the Congress to bring Govern- 
ment corporations and their transactions and operations under annual scrutiny 
by the Congress and provide current financial control thereof. 


TITLE I—WHOLLY OWNED GOVERNMENT CORPORATIONS 


Sec. 101. As used in this Act the term ‘wholly owned Government corpora- 
tion”? means the meow, Credit Corporation; Federal Intermediate Credit 
Banks; Production Credit Corporations; Regional Agricultural Credit Corpora- 
tions; Farmers Home Corporation; Federal Crop Insurance Corporation: Federal 
Farm Mortgage nay, Pen Federal Surplus Commodities Corporation; Recon- 
struction Finanee Corporation; Defense Plant Corporation; Defense Supplies 
Corporation; Metals Reserve Company; Rubber Reserve compere) War Damage 
Corporation; Federal National Mortgage Association; the RFC Mortgage Com- 

y; Disaster Loan Corporation; Inland Waterways Corporation; Warrior River 
erminal Company; The Virgin Islands Company; Federal Prison Industries, 
Incorporated; United States Spruce Production Corporation; Institute of Inter- 
American Affairs; Institute Inter-American Transportation; Inter-American 
Educational Foundation, me Pesan Inter-American Navigation Corporation; 
Prencinradio, Incorporated ; oes, Incorporated; Export-Import Bank of 
Washington; Petroleum Reserves ration; Rubber Development Corporation; 
U. 8. Commercial Company; Smaller War Plants Corporation; Federal Public 
Housing Authority (or United States Housing Authority) and including public 
housing projects financed from appropriated funds and operations thereof; Defense 
Homes Corporation; Federal Savings and Loan Insurance Corporation; Home 
Owners’ Loan Corporation; United States Housing Corporation; Panama Rail- 
road Company; Tennessee Valley Authority; and Tennessee Valley Associated 
Cooperatives, Incorporated. 

Sec. 102,.Each wholly owned Government corporation shall cause to be 
prepared annually a budget program, which shall be submitted to the President 
through the Bureau of the Budget on or before September 15 of each year. The 
Bureau of the Budget, under such rules and regulations as the President may 
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establish, is authorized and directed to prescribe the form and content of, and 
the manner in which such budget program shall be prepared and presented. 
The budget program shall be a business-type budget, or plan of operations, with 
due allowance given to the needl for flexibility, including provision for emergencies 
and contingencies, in order that the corporation may properly carry out its 
activities as authorized by law. The budget program shall contain estimates 
of the financial condition and operations of the corporation for the current and 
ensuing fiscal years and the actual condition and results of operation for the last 
completed fiscal year. Such budget program shall include a statement of finan- 
cial condition, a statement of income and expense, an analysis of surplus or 
deficit, a statement of sources and application of funds, and such other supple- 
mentary statements and information as are necessary or desirable to make known 
the financial condition and operations of the corporation. Such statements shall 
include estimates of operations by major types of activities, together with esti- 
mates of administrative expenses, estimates of borrowings, and estimates of the 
amount of Government capital funds which shall be returned to the Treasury 
during the fiscal year or the appropriations reauired to provide for the restoration 
of capital “3, ep nea 

Sec. 103. The budget programs of the corporations as modified, amended, or 
revised by the President shall be transmitted to the Congress as a part of the 
annual Budget required by the Budget and Accounting Act, 1921. Amendments 
to the annual budget programs may be submitted from time to time. 

Budget programs shall be submitted for all wholly owned Government corpo- 
rations covering operations for the fiscal year commencing July 1, 1946, and each 
fiscal year thereafter. 

Sec. 104. The budget programs transmitted by the President to the Congress 
shall be considered and, if necessary, legislation shall be enacted making available 
such funds or other financial resources as the Congress may determine. The 
provisions of this section shall not be construed as preventing wholly owned 
Government corporations from carrying out and financing their activities as 
authorized by existing law, nor shall any provisions of this section be construed 
as affecting in any way the provisions of section 26 of the Tennessee Valley 
Authority Act, as amended. The provisions of this section shall not be con- 
strued as affecting the existing authority of any wholly owned Government 
corporation to make contracts or other commitments without reference to fiscal- 
year limitations. 

Sec. 105. The financial transactions of wholly owned Government corporations 
shall be audited-by the General Accounting Office in accordance with the prin- 
ciples and procedures applicable to commercial corporate transactions and under 
such rules and regulations as may be prescribed by the Comptroller General of the 
United States: Provided, That such rules and regulations may provide for the 
retention at the offices of such corporations, in whole or in part, of any accounts 
of accountable officers, covering corporate financial transactions, which are re- 

uired by existing law to be settled and adjusted in the General Accounting 

ffice, and for the settlement and adjustment of such accounts in whole or in part 
upon the basis of examinations in the course of the audit herein provided, but 
nothing in this proviso shall be construed as affecting the powers reserved to the 
Tennessee Valley Authority in the Act of November 21, 1941 (55 Stat. 775). 
The andit shall be conducted at the oe or places where the accounts of the 
respective corporations are normally kept. The representatives of the General 
Accounting Office shall have access to all books, accounts, financial records, 
reports, files, and all other papers, things, or property belonging to or in use by 
the respective corporations and necessary to facilitate the audit. and they shall be 
afforded full facilities for verifying transactions with the balances or securities 
held by depositaries, fiscal agents, and custodians. The audit shall begin with 
the first fiscal year commencing after the enactment of this Act 

Src. 106. A report of each such audit for each fiscal year ending on June 30 
shall be made by the Comptroller General to the Congress not later than January 15 
following the close of the fiscal year for which such audit is made. The report 
shall set forth the scope of the audit and shall include a statement (showing inter- 
corporate relations) of assets and liabilities, capital and surplus or deficit; a state- 
ment of surpls or deficit analysis; a statement of income and expense;.a statement 
of sources and application of funds; and such comments and information as may 

deemed necessary to keep Congress informed of the operations and financial 
condition of the several corporations, together with such recommendations with 
respect thereto as the Comptroller General may deem advisable, including a report 
of any impairment of capital noted in the audit and recommendations tor the 
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return of such Government capital or the payment of such dividends as, in his 
judgment, should be accomplished. The report shall also show specifically any 
program, expenditure, or other financial transaction or undertaking observed in 
the course of the audit, which, in the opinion of the Comptroller General, has been 
carried on or made without authority of law. A copy of each report shall be 
furnished to the President, to the Sec of the Treasury, and to the corporation 
concerned at the time submitted to the Congress. 

Sec. 107. Whenever it is deemed by the Director of the Bureau of the Budget, 
with the pg of the President, to be practicable and in the public interest 
that any wholly owned Government corporation be treated with respect to its 
appropriations, expenditures, receipts, accounting, and other fiscal matters as 

it were a Government agency other than a corporation, the Director shall 
include in connection with the budget p m of such corporation in the Budget 
a@ recommendation to that effect. If the Congress approves such recommendation 
in connection with the budget program for any fiscal year, such corporation, with 
respect to subsequent fiscal years, shall be regarded as an establishment other 
than a corporation for the purposes of the Budget and Accounting Act, 1921, and 
other provisions of law relating to appropriations, expenditures, receipts, accounts, 
and other fiscal matters, and shall not be subject to the provisions of this Act 
other than this section. The corporate entity shall not be affected by this section. 


TITLE II—MIXED-OWNERSHIP GOVERNMENT CORPORATIONS 


Sxc. 201. As used in this Act the term “‘mixed-ownership Government cor- 
orations” means (1) the Central Bank for Cooperatives and the Regional Banks 
or Cooperatives, (2) Federal Land Banks, (3) Federal Home Loan Banks, and 
(4) Federal Deposit Insurance Corporation. 

Sxc. 202. The financial transactions of mixed-ownership Government cor- 
porations for any period during which Government capital has been invested 
therein shall be audited by the General Accounting Office in accordance with the 
principles and procedures applicable to commercial corporate transactions and 
under such rules and regulations as may be prescribed by the Comptroller General 
of the United States. The audit shal! be conducted at the place or places where 
the accounts of the respective corporations are normally kept. The representa- 
tives of the General Accounting Office shall have access to all books, accounts, 
financial records, reports, files, and all other papers, things, or property belonging 
to or in use by the respective corporations and necessary to facilitate the audit, 
and they shall be afforded full facilities for verifying transactions with the balances 
or securities held by depositaries, fiscal agents, and custodians. The audit shall 
= with the first fiscal year commending after the enactment of this Act. 

xc, 203. A report of each such audit for each fiscal year ending on June 30 
shall be made by the Comptroller General to the Congress nou later than January 
15, following the close of the fiscal year for which such audit is made. The 
report shall set forth the scope of the audit and shall include a statement (showing 
intercorporate relations) of assets and liabilities, capital and surplus or deficit; 
a statement of surplus or deficit analysis; a statement of income and expense; a 
statement of sources and application of funds; and such comments and informa- 
tion as may be deemed necessary to keep Congress informed of the operations 
and financial condition of, and the use of Government capital by, each such cor- 
poratior, together with such recommendations with respect thereto as the Comp- 
troller General may deem advisable, including a report of any impairment of 
capital or lack of sufficient capital noted in the audit and recommendations for 
the return of such Government capital or the payment of such dividends as, in 
his judgment, should be accomplished. The report shall also show specifically 
any program, expenditure, or other financial transaction or undertaking observed 
in the course of the audit, which, in the ovinion of the Comptroller General, has 
been carried on or made without authority of law. A copy of each report shall 
be furnished to the President, to the Secretary of the Treasury, and to the cor- 
poration concerned at the time submitted to the Congress. 

Sec. 204. The President shall include in the annual Budget any recommenda- 
tions he may wish to make as to the return of Government capital to the Treasury 
by any mixed-ownership corporation. 


TITLE III—GENERAL PROVISIONS 


Sec. 301. (a) The expenses of auditing the financial transactions of wholly 
owned and mixed-ownership Government corporations as provided in sections 105 
and 202 of this Act shall be borne out of appropriations to the General Account- 
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ing Office, and priations in such sums as may be necessary are hereby author 
ized: Provided, That each such corporation shall reimburse the General Account- 
ing Office for the full cost of any such audit as billed therefor by the Comptroller 
, and the General Accounting Office shall d t the sums so reimbursed 
into the Treasury as miscellaneous receipts: Provided further, That in making the 
audits provided in said sections the Comptroller General shall, to the fullest extent 
deemed by him to be practicable, utilize reports of examinations of Government 
Corporations made by a supervising administrative agency pursuant to law. 

(b) For the purpose of conducting such audit the Comptroller General is author- 
ized in his discretion to employ not more than ten ns without regard to the 
Classification Act of 1923, as amended. onlv one of whom may be compensated 
at a rate of as much as but not more than $10,000 per annum, and to employ by 
contract, without regard to section 3709 of the Revised Statutes, professional 
services of firms and organizations for temporary periods or for special purposes. 

(ce) The audit provided in sections 105 and 202 of this Act shall be in lieu of 
any audit of the financial transactions of any Government corporation required 
to be made by the General Accounting Office for the purpose of a report to the 
Congress or to the President under any existing law. 

(d) Unless otherwise expressly provided by law, no funds of any Government 
eorporation shall be used to pay the cost of any private audit of the financial 
records of the offices of such corporation, except the cost of such audits contracted 
for and undertaken prior to April 25, 1945. 

Sec. 302. The banking or checking accounts of all wholly owned and mixed- 
ownership Government corporations shall be kept with the Treasurer of the 
United States, or, with the approval of the Secretary of the Treasury, with a 
Federal Reserve bank, or with a bank designated as a depositary or fiscal agent 
of the United States: Provided, That the Secretary of the Treasury may waive 
the requirements of this section under such conditions as he may determine: 
And provided further, That this section will not apply to the establishment and 
maintenance in any bank for a temporary period of banking and checking accounts 
not in excess of $50,000 in any one bank. The provisions of this section shall not 
be applicable to Federal Intermediate Credit Banks, Production Credit Corpora- 
tions, the Central Bank for Cooperatives, the Regional Banks for Cooperatives, 
or the Federal Land Banks, except that each such corporation shall be required 
to report annually to the Seeretary of the Treasury the names of the depositaries 
in which such corporation keeps a banking or checking account, and the Secretary 
of the Treasury may make a report in writing to the corporation, to the President 
and b the Congress which he deems advisable upon receipt of any such annua 
report. 

‘aa 303. (a) All bonds, notes, debentures, and other similar obligations which 
are hereafter issued by any wholly owned or mixed-ownership Government 
corporation and offered to the public shall be in such forms and denominations, 
shall have such maturities, shall bear such rates of interest, shall be subject to 
such terms and conditions, shall be issued in such manner and at such times and 
ne at such prices as have been or as may be approved by the Secretary of the 

easury. 

(b) Hereafter, no wholly owned or mixed-ownership Government corporation 
shall sell or purchase any direct obligation of the United States or obligation 
guaranteed as to principal or interest, or both, for its own account and in its own 
right and interest, at any one time aggregating in excess of $100,000, without the 
approval of the Secretary of the Treasury: Provided, That the Secretary of the 
Treasury may waive the requirement of his approval with respect to any trans- 
action or classes of transactions subject to the provisions of this subsection for 
such period of time and under such conditions as he may determine. 

(c) The Secretary of the Treasurv is hereby authorized to exercise any of the 
——. vested in him by this seetion through any officer, or errployee of any 

ederal agency whom he may designate, with the concurrence of the head of the 
agency concerned, for such purpose. 

(d) Any mixed-ownership Government corporation from which Government 
capital has been entirely withdrawn shall not be subject to the provisions of 
section 302 or of this section during the period such corporation retains without 
Government capital. The provisions of subsections (a) and (b) of this section 
shall not be applicable to Federal Intermediate Credit Panks, Production Credit 
Corporations, the Central Rank for Cooperatives, the Regional Panks for Coo 
eratives, or the Federal Land Banks, serge that each such corporation shall 
required to consult with the Secretary of the Treasury prior to taking any action 
of the kind covered by the provisions of subsections (a) and (b) of this section, 
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and in the event an agreement is not reached, the Secretary of the Treasury may 
make a report in writing to the corporation, to the President, and to the Congress 
stating the grounds for disagreement. 

Sec. 304. (a) No corporation shall be created, organized, or acquired hereafter 
by any officer or agency of the Federal Government or by any Government 
corporation for the purpose of acting as an agency or instrumentality of the 
United States, except by Act of Congress or pursuant to an Act of Congress 
specifically autho: such action. 

(b). No wholly owned Government corporation created by or under the laws of 
any State, Territory, or possession of the United States or tg subdivi- 
sion thereof, or under the laws of the District of Columbia, s continue after 
June 30, 1948, as an agency or instrumentality of the United States, and no funds 
of, or obtained from, the United States or any agency thereof, including cor- 

rations, shall be invested in or employed by any such corporation after that 

te, except for purposes of liquidation. The proper corporate authority of every 
such corporation shall take the necessary steps to institute dissolution or liquida- 
tion proceedings on or before that date: Provided, That prior thereto any such 
corporation may be reincorporated by Act of Congress for such purposes and term 
of existence and with such powers, privileges, and duties as authorized by such 
Act, including the power to take over the assets and assume the liabilities of its 
respective predecessor corporation. 

Approved December 6, 1945. 


Exuarsit 4C 


Sections 205 anp 206 or THE LEGISLATIVE ReorGANIzATION Act oF 1946 
(60 Srar. 837; 31 U. S. C. 60) 


(Pusurc Law 601—799rn ConGrRess] 
STUDIES BY COMPTROLLER GENERAL 


Sec. 205. The Comptroller is authorized and directed to make a full and com- 
plete study of restrictions piaced in generai gages rime Acts limiting the expendi- 
ture of specified appropriations therein, with a view to determining the cost to the 
Government incident to complying with such restrictions, and to report to the 
Congress his estimate of the cost of complying with such restrictions and such 
other recommendations with respect thereto as he deems necessary or desirable. 


EXPENDITURE ANALYSES BY COMPTROLLER GENERAL 


Sac. 206. The Comptroller General is authorized and directed to make an 
expenditure analysis of each agency in the executive branch of the Government 
(including Government corporations), which, in the opinion of the Comptroller 
General, will enable Congress to determine whether public funds have been 
economically and efficiently administered and expended. Reports on such anal- 
yses shall be submitted by the Comptroller General, from time to time, to the 
Committees on Expenditures in the Executive Departments,! to the Appropria- 
tions Committees, and to the legislative committees having jurisdiction over legis- 
lation relating to the operations of the respective agencies, of the two Housvs. 





Exursir 4D 


Sections 205 anp 206 or THE FsepERAL PROPERTY AND ADMINISTRATIVE 
Services Act or 1949 


(63 Stat. 389, 390; 40 U. S. C. 486, 487) 


Section 205. Poxicigs, RecuLtations, AND DELEGATIONS.— 
* * * * * * * 
(b) The Comptroller General, after considering the needs and requirements of 
the executive agencies, shall prescribe principles and standards of accounting for 
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property, cooperate with the Administrator and with the executive agencies in 
the development of property accounting systems, and approve such systems when 
deemed to be adequate and in conformity with cribed principles and standards. 
From time to time the General Accounting ee shall examine such property 
accounting systems as are established by the executive agencies to determine the 
extent of compliance with prescribed principles and standards of approved sys- 
tems, and the Comptroller General shall report to the Congress any failure to 
comply with such principles and standards or to adequately account for property. 
* * * * * * * 


Section 206. Surveys, STANDARDIZATION, AND CaTALocinc.—(a) As he may 
deem necessary for the effectuation of his functions under this title, and after 
adequate advance notice to the executive agencies affected, and with due regard 
to the requirements of the National Military Establishment as determined by the 
Secretary of Defense, the Administrator is authorized— 

(1) to make surveys of Government property and property management 
practices and obtain reports thereon from executive agencies; 

(2) to cooperate with executive agencies in the establishment of reasonable 
inventory levels for property stocked by them and from time to time report 
ony — stocking to the Congress and to the Director of the Bureau of 

e Budget; 

(3) to establish and maintain such uniform Federal supply catalog system 
as may be appropriate to identify and classify personal property under the 
control of Federal agencies: Provided, That the Administrator and the 
Secretary of Defense shall coordinate the cataloging activities of the General 
Services Administration and the National Military Establishment so as to 
avoid unnecessary duplication; and 

(4) to prescribe standardized forms and procedures, except such as the 
Comptroller General is authorized by law to prescribe, and standard purchase 
specifications. 

(b) Each Federal agency shall utilize such uniform Federal supply catalog 
system and standard purchase specifications, except as the Administrator, taking 
into consideration efficiency, economy, and other interests of the Government, 

otherwise provide. 

(c) The General Accounting Office shall audit all types of property accounts 
and transactions at such times and in such manner as determined by the Comp- 
troller General. Such audit shall be conducted as far as practicable at the place 
+ pee where the property or records of the executive agencies are kept and 
8 include but not necessarily be limited to an evaluation of the effectiveness 
of internal controls and audits, and a general audit of the discharge of account- 
ability for Government-owned or controlled property based upon generally 
accepted principles of auditing. 


Exursit 4E 
Bupeer anp AccountTING Procepures Act or 1950 (64 Strat. 834; 31 U. 8. C. 65) 
(Pusutic Law 784—8lst Concrexss] 


[CuarTrer 946—2p Szsston] 
[H. R. 9038] 
AN ACT 


To authorize the President to determine the form of the national budget and of de ntal estimates, 
pe conn and simplify governmental accounting and auditing methods and procedures, and for 
° purposes, 


Be it enacted by the Senate and Nouse of Representatives of the United States of 


America in Congress assembled, That. this Act may be cited as the “Budget and 
Accounting Procedures Act of 1950’’. 


TITLE I—BUDGETING AND ACCOUNTING 
Part I—BupcGeEtTine 


Sec. 101. Section 2 of the Budget and Accounting Act, 1921 (42 Stat. 20), is 
amended by adding at the end thereof the following: 

“The term ‘ap riations’ includes, in appropriate context, funds and author- 
izations to create obligations by contract in advance of appropriations, or any 
other authority making funds available for obligation or expenditure.” 
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Sec. 102. (a) Section 201 of such Act is amended to read as follows: 

“Sec. 201. The President shall transmit to Congress during the first fifteen 
days of each regular session, the Budget, which shall set forth his Budget message, 
summary data and text, and supporting detail. The Budget shall set forth in 
such form and detail as the ent may determine— 

(a) functions and activities of the Government; 

“‘(b) any other desirable classifications of data; 

“(c) a reconciliation of the summary data on expenditures with proposed 
appropriations; 

(a). estimated expenditures and F cannot appropriations necessary in his 
judgment for the support of the Government for the ensuing fiscal year, 
except that estimated expenditures and proposed appro riations for such 
year for the legislative branch of the Government and the Supreme Court 
of the United States shall be transmitted to the President on or before 
mcr 15 of each year, and shall be included by him in the Budget without 
revision; 

“(e) estimated receipts of the Government during the ensuing fiscal year, 
under (1) laws existing at the time the Budget is transmitted and also (2) 
under the revenue proposals, if any, contained in the Budget; 
“(f) actual appropriations, expenditures, and receipts of the Government 
during the last completed fiscal vear; 

" ‘@) estimated expenditures and receipts, and actual or proposed appro- 

priations of the Government during the fiscal year in progress; 

th) balanced statements of (1) the condition of the Treasury at the end 
of the last completed fiscal vear, (2) the estimated condition of the Treasury 
at the end of the fiscal year in progress, and (3) the estimated condition of 
the Treasury at the end of the ensuing fiscal year if the financial proposals 
contained in the Budget are adopted; 

“*G) all essential facts regarding the bonded and other indebtedness of 
the Government; and 

**(j) such other financial statements and data as in his opinion are neces- 
sary or desirable in order to make known in all practicable detail the financial 
condition of the Government.” 

(b) Section 203 of such Act is amended to read as follows: 

“Src. 203. (a) The President from time to time may transmit to Congress 
such proposed supplemental or deficiency appropriations as in his judgment 
(1) are necessary on account of Jaws enacted after the transmission of the Budget, 
or (2) are otherwise in the public interest. He shall accompany such proposals 
with a statement of the reasons therefor, including the reasons for their omission 
from the Budget. 

*(b) Whenever such proposed ig peers or deficiency appropriations reach 
an aggregate which, if they had n contained in the Budget, would have 

uired the President to make a recommendation under subsection (a) of section 

, he shall big gm make such recommendation.” 

(c) Section 204 of such Act is amended to read as follows: 

“Sec. 204. (a) Except as otherwise provided in this Act, the contents, order, 
and arrangement of the proposed appropriations and the statements of expendi- 
tures and estimated expenditures contained in the Budget or transmitted under 
section 203, and the notes and other data submitted therewith, shall conform to 
requirements prescribed by the President. 

“(b) The Budget, and statements furnished with any proposed supplemental 
or deficiency appropriations, shall be accompanied by information as to personal 
services and other objects of expenditure in the same manner and form as in the 
Budget for the fiscal year 1950: Provided, That this requirement may be waived 
or modified, either generally or in specific cases, by joint action of the committees 
of Congress having jurisdiction over appropriation: And provided further, That 
nothing in this Act shall be construed to limit the authority of committees of 
Congress to request and receive such information in such form as they may desire 
in consideration of and action upon budget estimates.’”’ 

(d) Section 205 of such Act is amended to read as follows: 

“Sec. 205. Whenever any basic change is made in the form of the Budget, 
the President, in addition to the Budget, shall transmit to Congress such explana- 
tory notes and tables as may be necessary to show where the various items 
embraced in the Budget of the prior year are contained in the new Budget.” 

(e) The last sentence of section 207 of such Act is amended to read as follows: 
“The Bureau, under such rules and regulations as the President may prescribe, 
shall prepare the Budget, and any proposed supplemental or deficiency appro- 
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priations, and to this end shall have authority to assemble, correlate, revise, 
reduce, or increase the requests for appropriations of the several departments or 
establishments.” 

Section 214 of such Act is amended to read as follows: 

“Sec, 214. The head of each department and establishment shall prepare or 
cause to be prepared in each year his requests for regular, supplemental, or 
deficiency appropriations.”’ 

g Section 215 of such Act is amended to read as follows: 

“Sec. 215. The head of each department and establishment shall submit his 
requests for appropriations to the Bureau on or before a date which the President 
shall determine. In case of his failure to do so, the President shall cause such 
requests to be prepared as are necessary to enable him to include such requests 
with the Budget in respect to the work of such department or establishment.,”’ 

(h) Section 216 of such Act is amended to read as follows: 

“Sec. 216. Requests for regular, “rag WAN pee or deficiency appropriations 
which are submitted to the Bureau by the head of any department or establishment 
shall be prepared and submitted as the President may determine in accordance 
with the provisions of section 201.” 


GOVERNMENT STATISTICAL ACTIVITIES 


Sec. 103. The President, through the Director of the Bureau of the Budget, is 
authorized and directed to develop programs and to issue regulations and orders 
for the improved gathering, compiling, analyzing, publishing, and disseminating 
of statistical information for any purpose by the various agencies in the executive 
branch of the Government. Such regulations and orders shall be adhered to by 
such agencies. 





IMPROVED ADMINISTRATION OF EXECUTIVE AGENCIES 


Sec. 104. The President, through the Director of the Bureau of the Budget, is 
authorized and directed to evaluate and develop improved plans for the organi- 
zation, coordination, and management of the executive branch of the Government 
with a view to efficient and economical service. 





BUSINESS-TYPE BUDGETS 


Sec. 105. The first two sentences of section 102 of the Government Corporation 
Control Act of 1945 (59 Stat. 597), are amended to read as follows: “ wholly 
owned Government corporation shall cause to be prepared annually a business-type 
budget which shall be submitted to the Bureau of the Budget, under such rules 
and regulations as the President may establish as to the date of submission, the 
form and content, the classifications of data, and the manner in which such budget 
program shall be prepared and presented.” 






















Parr Il—AccounTING AND AUDITING 


SHORT TITLE 


Mi 110. This part may be cited as the “Accounting and Auditing Act of 














DECLARATION OF POLICY 






Sxc. 111. It is the poliev of the Congress in enacting this part that— 
(a) The accounting of the Government provide full disclosure of the results 
of financial operations, adequate financial information needed in the manage- 
ment of operations and the formulation and execution of the Budget, and 
effective control over income, expenditures, funds, property, and other assets. 
(b) Full consideration be given to the needs and responsibilities of both the 
legislative and executive branches in the establishment of accounting and 
reporting systems and requirements. 

(c) The maintenance of accounting sj and the producing of financial 
reports with respect to the operations of executive agencies, including central 
facilities for bringing together and disclosing information on the results of 
the financial operations of the Government as a whole, be the responsibility 
of the executive branch. 

(d) The auditing for the Government, conducted by the Comptroller 
General of the United States as an agent of the Congress be directed at de- 
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termining the extent to which accounting and related financial reportin 
fulfill the purposes specified, financial transactions have been penetuuandal 
in ce with laws, regulations or other legal requirements, and adequate 
internal financial control over operations is and afford an effective 
basis for the settlement of accounts of accountable officers. 
(e) Emphasis be placed on effecting orderly improvements resulting in 
and more effective accounting, financial reporting, bu ing, and 
diting requirements and ures and on the elimination of those which 
involve duplication or which do not serve a purpose commensurate with the 
costs involved, 
(f) The C a a General of the United States, the Secretary of the 
Treasury, and the Direetor of the Bureau of the Budget conduct a continuous 
rogram for the improvement of accounting and financial reporting in the 
vernment, 
ACCOUNTING AND REPORTING PROVISIONS 


Sec. 112. (a) The Comptroller General of the United States, after consulting 
the Secretary of the Treasury and the Director of the Bureau of the Budget con- 
cerning their accounting, financial reporting, and budgetary needs, and consider- 
ing the needs of the other executive agencies, shall prescribe the principles, stan<- 
ards, and related requirements for accounting to be observed by each executive 
agency, including requirements for suitable integration between the accounting 
proeesses of each executive agency and the accounting of the Treasury Depart- 
ment. Requirenients prescribed by the Comptroller General shall be designed to 
permit the executive agencies to carry out their responsibilities under section 113 
of this part, while providing a basis for integrated accounting for the Govern- 
ment, full disclosure of the results of the financial operations of each executive 
agency and the Government as a whole, and financial information and control 
necessary to enable the Congress and the President to discharge their respective 
responsibilities. The Comptroller General shall continue to exercise the au- 
thority vested in him by section 205 (b) of the Federal Property and Administra- 
tive Services Act of 1949 (63 Stat. 389) and, to the extent he deems necessary, 
the authority vested in him by section 309 of the Budget and Accounting Act, 
1921 (42 Stat. 25). Any such exercise of authority shall be consistent with the 
provisions of this section. 

) The General Accounting Office shall cooperate with the executive agencies 
in the development of their accounting systems, including the Treasury Depart- 
ment, in the development and establishment of the system of central.accounting 
and reporting required by section 114 of this part. Such accounting systems 
shall be approved by the Comptroller General when deemed by him to be ade- 
quate and in conformity with the principles, standards, and related requirements 
prescribed by him, 

(c) The General Accounting Office shall from time to time review the account- 
a gue of the executive agencies. The results of such reviews shall be avail- 
able to the heads of the executive ncies concerned, to the Secretary of the 
Treasury, and to the Director of the Bureau of the Budget, and the Comptroller 
General shall make such reports thereon to the Congress as he deems proper. 

Sec, 113. (a) The head of each executive agency shall establish and maintain 
systems of accounting and internal control designed to provide— 

iy full disclosure of the financial results of the agency’s activities; 

2) adequate financial information needed for the agency’s manager ent 
purposes ; 

(3) effective control over and sug ge aecense A for all funds, property. and 
other assets for which the agency is responsible, including appropriste in- 
ternal audit; 

(4) reliable yeahs results to serve as the basis for preparation and 
support of the agency’s budget a ge for controlling the execution of its 
budget, and for providing financial information required by the Bureau cf 
oa wee under section 213 of the Budget and Accounting Act, 1921 (42 

bd , 

(5) suitable integration of the accounting of the agency with the account- 
ing of the Treasury oo aya in connection with the central accounting 
and repo responsib imposed on the Secretary of the Treasury by 
section 114 of this part. 

(b) The accounting systems of executive agencies shall conform to the prin- 
ciples, standards, and related requirements prescribed by the Comptroller General 
pursuant to section 112 (a) of this part. 
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Sc. 114. (a) The Secretary of the Treasury shall prepare such reports for the 
information of the President, the Congress, and the public as will present the 
results of the financial operations of the Government: Provided, That there shall 
be included such financial data as the Director of the Bureau of the Budget may 
require in connection with the preparation of the Budget or for other — 
of the Bureau. Each executive agency shall furnish the Secretary of the ury 
such reports and information relating to its financial condition and operations 
as the tary, by rules and regulations, may require for the effective perform- 
ance of his responsibilities under this section. 

(b) The Secretary of the Treasury is authorized to establish the facilities 
necessary to produce the financial reports required by subsection (a) of this 
section. The Secretary is further authorized to reorganize the accounting func- 
tions and install, revise, or eliminate accounting one ene and financial reports 
of the Treasury Department in order to develop effective and coordinated systems 
of accounting and financial reporting in the several bureaus and offices of the 
Department with such concentration of accounting and reporting as is necessary 
to accomplish integration of accounting results for the activities of the Depart- 
ment and provide the operating center for the consolidation of accounting results 
of other executive agencies with those of the Department. The authority vested 
in and the duties imposed upon the Department by sections 10, 15, and 22 of the 
Act entitled ‘‘An Act making appropriations for the legislative, executive, and 
judicial branches of the Government for the fiscal year ending June thirtieth, 
eighteen hundred ninety-five, and for other Perron approved July 31, 1894 
(28 Stat. 162, 208-210), may be exercised and performed by the Secretary of the 
Treasury as a part of his broader authority and duties under this section and in 
such a manner as to provide a unified system of central accounting and reporting 
on the most efficient and useful basis. 

(c) The system of central accounting and reporting provided for herein shall 
be consistent with the principles, standards, and related requirements prescribed 
by the Comptroller General pursuant to section 112 of this part. 

Sec. 115. (a) When the Secretary of the Treasury and the Comptroller General 
determine that existing procedures can be modified in the interest of simplifica- 
tion, improvement, or agin fy with sufficient safeguards over the control and 
accounting’ for the public funds, they may issue joint regulations providing for 
the waiving, in whole or in part, of the requirements of existing law that— 

(1) warrants be issued and countersigned in connection with the receipt, 
retention, and disbursement of public moneys and trust funds; and 

(2) funds be requisitioned, and advanced to accountable officers under 
each separate appropriation head or otherwise. 

(b) Such ulations may further provide for the payment of vouchers by 
authorized disbursing officers by means of checks issued against the general 
account of the Treasurer of the United States: Promded, That in such case the 
regulations shall provide for appropriate action in the event of delinquency by 
disbursing officers in the rendition of their accounts or for other reasons arising 
out of the condition of the officers’ accounts, including under necessary circum- 
stances, the’strspension or withdrawal of authority to disburse. 

Sec. 116. The Comptroller General is authorized to discontinue the mainte- 
nance in the General Accounting Office of appropriation, expenditure, limitation, 
receipt, and personal ledger accounts when in his opinion the accounting systems 
and internal control of the executive, legislative, and judicial agencies are sufficient 
to enable him to perform properly the functions to which such accounts relate. 


AUDITING PROVISIONS 


Sec. 117. (a) Except as otherwise specifically provided by law, the financial 
transactions of each exccutive, legislative, and judicial agency, including but not 
limited to the accounts of accountable officers, shall be audited by the General 
Accounting Office in accordance with such principles and procedures and under 
such rules and regulations as may be prescribed by the Comptroller General of 
the United States. In the determination of auditing procedures to be followed 
and the extent of examination of vouchers and other documents, the Comptroller 
General shall give due regard to generally accepted principles of auditing, includ- 
ing consideration of the effectiveness of accounting organizations and systems, 
internal audit and control, and related administrative practices of the respective 
agencies. 
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(b) Whenever the Comptroller General determines that the audit shall be 
conducted at the place or places where the accounts and other records of an 
executive agency are normally kept, he may require any executive agency to 
retain in whole or in part accounts of accountable officers, contracts, vouchers, 
and other documents, which are 0 tec under existing law to be submitted to 
the General Accounting Office, under such conditions and for such period not 
exceeding ten years as he may specify, unless a longer period is agreed upon with 
the executive agency: Provided, That under agreements between the Comptroller 
General and legislative and judicial agencies the provisions of this sentence may 
be extended to the accounts and records of such agencies. 


GENERAL PROVISIONS 


Sec. 118. As used in this part, the term “executive agency’? means any execu- 
tive department or independent establishment in the executive branch of the 
Government but (a) except for the purposes of sections 114, 116, and 119 shall 
not include any Government corporation or agency subject to the Government 

rporation Control Act (59 Stat. 597), and (b) except for the purposes of sections 
111, 114, and 116 shall not include the Post Office Department. 

Sxc. 119. The head of each executive agency is authorized to designate the 
place or places, at the seat of government or elsewhere, at which the adminis- 
trative examination of fiscal officers’ accounts will be performed, and with the 
concurrence of the Comptroller General to waive the administrative examination 
in whole or in part: Provided, That the same authority is hereby conferred upon 
the officers responsible for the administrative examination of accounts for legis- 
lative and judicial agencies. 


TITLE II—APPROPRIATIONS 


AUTHORIZATIONS FOR APPROPRIATIONS 


See. 201. No requests for legislation, which, if enacted, would authorize sub- 
sequent appropriations for a department or establishment in the executive branch 
of the,.Government, shall be transmitted to the Bureau of the Budget, to the 
President, or to the Congress by such department or establishment, or by any 
organization unit thereof, without the prior approval of the head of such depart- 
ment or establishment. 


ADJUSTMENT OF APPROPRIATIONS FOR REORGANIZATION 


Szc. 202. (a) When under authority of law a function or an activity is trans- 
ferred or assigned from one agency within any department or establishment to 
another agency in the same department or establishment, the balance of appro- 
priations which are determined by the head of such department or establishment 
to be available and necessary to finance or discharge the function or activity so 
transferred or assigned may, with the approval of the President, be transferred 
to, and be available for use by, the agency to which said function or activity is 
transferred or assigned for any purpose for which said funds were originally avail- 
able. Balances so transferred shall be credited to any applicable existing appro- 
priation account or accounts, or to any new appropriation account or accounts, 
which are hereby authorized to be established, and shall be merged with funds in 
the applicable existing or newly established appropriation account or accounts 
and thereafter accounted for as one fund. 

(b) When under authority of law a function or activity is transferred or assigned 
from one department or establishment to another department or establishment, 
the balance of appropriations which are determined by the President to be avail- 
able and necessary to finance or discharge the function or activity so transferred 
or assigned, shall be transferred to and be available for use by the department or 
establishment to which said function or activity is transferred or assigned for any 
purpose for which said funds were originally available, Balances so transferred 
shall be credited to any applicable existing appropriation account or accounts, or 
to any new appropriation account or accounts, which are hereby authorized to 
be established, and shall be merged with funds in the applicable existing or newly 
pocorn appropriation account or accounts and thereafter accounted for as 
one fund. 
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TITLE HI—REPEALS AND SAVING PROVISIONS 
REPEALS 


Sxc. 301. The following Acts and parts of Acts are hereby repealed: 
(Text of see, 301 omitted.) 


SAVING PROVISIONS 


Sec. 302. (a) The omissien of any provision of law from the provisions of law 
’ repealed under secti n 301 shall not be construed as limiting the application of 

section 201 or 216 of the Budget and Accounting Act, 1921, as amended, or the 
powers of the President thereunder, or as evidencing an intent that such provision 
was not to be superseded by such sections. 

(b) Whenever any law authorizes expenditures for a particular object or purpose 
to be made from an appropriation item referred to in such law by the specific title 
theretofore used for that appropriation item in the appropriation Act concerned, 
and thereafter such title is changed or is eliminated from such appropriation 
Act, expenditures for such object or purpose thereafter may be made from any 
corresponding appropriation item. 

(c) Exeept where authority for performance of a function is specifically repealed 
in section 301, none of the provisions of such section shall be construed as affecting 
the jurisdiction or responsibility of any agency or officer of the Government over 
any function or organizational unit referred to in such section. 

(d) Existing laws, policies, procedures, and directives pertaining to functions 
covered by this Act, and:not inconsistent herewith or repealed hereby, shall remain 
in full force and effect unless and until superseded, or except as they may be 
amended, under the authority of this Act or under other appropriate authority. 


Approved September 12, 1950, 


Exursir 5. Reports To Bs Mapr to CoNGRESS BY THE COMPTROLLER 
GENERAL OF THE Unttep Srares! 





1. Work of the General Accounting Office, containing recommendations con- 
cerning the legislation the Comptroller General of the United States may deem 
necessary to facilitate the prompt and accurate rendition and settlement of ac- 
counts and concerning such other matters relating to the receipt, disbursement, 
and application of public funds as he may think advisable and (or in special re- 
ports) recommendations looking to greater economy or efficiency in public ex- 
penditures, 


Authority: 42 Stat. L. 25, 26. 
When expected to be made: Beginning of each regular session. 


2. Ordered by either House, or committees thereof, having jurisdiction over 
revenue, appropriations, or expenditures. 


Authority: 42 Stat. L. 26. 
When expected to be made: At any time so ordered. 
3. Expenditures or contracts made by any department or establishment in any 
year in violation of law. 
Authority: 42 Stat. L. 26. 
When expected to be made: At any time. 


4. Administrative examination of accounts and claims in the respective depart- 
ments and establishments and upon the adequacy and effectiveness of depart- 
mental inspection of the offices and accounts of fiscal officers. 

Authority: 42 Stat. L. 26. 
When expected to be made: At any time. 

5. Meritorious claims or demands against the United States, including materiat 
facts and recommendations thereon. 


Authority: 45 Stat. L. 413. 
When expected to be made: At any time. 


1 Reports to be made to Congress, letter from the Clerk of the House of tatives transmitting a 
list of reports which it is the duty of any officer or ay mg to make to Document No, 24, 
U. 8. House of Representatives, 84th Cong., Ist sess., January 5, 1955, pp. 21-22. 
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6. Any departure by the Federal Maritime Board and Maritime Administra- 
‘tion from the provisions of the act of June 29, 1936 (49 Stat. 1985), as amended, 


Authority: 49 Stat. L. 1933 and 52 Stat. L. 954. 
When expected to be made: Annually or oftener. 


7. Estimated cost to the Government incident to compliance with restrictions 
in general appropriation acts limiting the expenditure of specified mw egy samy 
therein and such recommendations with respect thereto as the Comptroller Gen- 
eral deems necessary or desirable. 


Authority: 60 Stat. L. 837. 
When expected to be made: Annually or oftener. 


8. Expenditure analysis of each agency in the executive branch of the Govern- 
ment, including Government corporations which, in the opinion of the Comp- 
troller General, will enable Congress to determine whether public funds have been 
economically and efficiently administered and expended, to be submitted to the 
Committees on Government Operations, to the Appropriations Committees, and 
to the legislative committees having jurisdiction over legislation relating to the 
operations of the respective agencies, of the two Houses. 


Authority: 60 Stat. L. 837. 
When expected to be made: From time to time. 


9%. Audit of the General Supply Fund authorized by section 109 (a) of the Fed- 
eral Property and Administrative Services Act of 1949, as amended, together with 
such recommendations as the Comptroller General may have regarding the status 
and operations of the fund. 


Authority: 63 Stat. L. 383. 
When expected to be made: Annually as of June 30. 


10. Any failure of the executive agencies to comply with the principles and 
standards of accounting for property as prescribed by the General Accounting 
Office under section 205 (b) of the Federal Property and Administrative Services 
Act of 1949, as amended, or to adequately account for property under such 
systems as are approved by the General Accounting Office under said act. 


Authority: 63 Stat. L. 389-390. 
When expected to be made: At any time. 


11. Audit of receipts and disbursements pertaining to fiscal records of the 
Office of Sergeant at Arms, House of Representatives. 


Authority: 63 Stat. L. 482. 
When expected to be made: Not less frequently than once each 6 months. 


12. Audit of the financial transactions, accounts, and reports of the Bureau 
of Engraving and Printing fund established by section 2 (a) of the act to provide 
for financing the operations of the Bureau of Engraving and Printing, Treasury 
Department, and for other purposes. 


Authority: 64 Stat. L. 410. 
When expected to be made: Annually, 


13. Reviews of the accounting systems prescribed by the Comptroller General 
tor executive agencies under the authority of section 112 (c) of the Budget and 
Accounting Procedures Act of 1950 as the Comptroller General deems proper. 


Authority: 64 Stat. L. 835. 
When expected to be made: From time to time. 


14. Audit of the financial activities of the Government Printing Office, 


Authority: 67 Stat. L. 331. 
When expected to be made: Annually. 


; vo Review of office and activities of the government comptroller of the Virgin 
slan 


Authority: 68 Stat. L. 505, 
When expected to be made: Annually. 


16. Terminated war contracts: 
(A) Whether settlement methods and procedures employed by contracting 
agencies are of a kind and type designed to result in expeditious and fair settle- 
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ments in accordance with and subject to the provisions of the Contract Settle- 
pean Act of 1944 and the orders and regulations of the Administrator of General 

rvices. 

(B) Whether such methods and procedures are followed by contracting agencies 
with care and efficiency. 

(C) Whether such methods and procedures adequately protect the interests 
of the Government. 

(D) Suggestions and recommendations for additional legislation deemed neces- 
sary, after investigation of settlements completed by contracting agencies, to 
carry out the policies of the Contract Settlement Act. 


Authority: 58 Stat. L. 665. 
When expected to be made: From time to time. 


17. Corporations: 

(A) Audits of financial transactions of all Government corporations beginning 
with the fiscal year 1945. Each report to contain audited financial statements 
and such comments and information as may be deemed necessary to keep Congress 
informed of the operations and financial condition of the corporation, together 
with such recommendations with respect thereto as the Comptroller General may 
deem advisable, including a report of any impairment of capital noted in the audit 
and recommendations for the return of such Government capital or the payment 
of such dividends as, in his judgment, should be accomplished and to show specif- 
ically programs, expenditures, or other financial transactions or undertakings, 
which, in the opinion of the Comptroller General, have been carried on or made 
without authority of law. 


Authority: 59 Stat. L. 6 and 59 Stat. L. 599. 
When expected to be made: Annually, not later than January 15 following 
the close of the fiscal year for which such audit is made. 


(B) Audit of the Federal Deposit Insurance Corporation, setting forth the 
scope of the audit and including statements of assets and liabilities and surplus or 
deficit; surplus or deficit analysis; income and expenses; sources and application 
of funds, and such comments and information as may be deemed necessary to 
inform the Congress of the financial operations and condition of the Corporation, 
together with such recommendations with respect thereto as the Comptroller 
General may deem advisable. The report shall also show specifically any pro- 
gram, expenditure, or other financial transaction or undertaking observed in the 
course of the audit, which, in the opinion of the Comptroller General, has been 
carried on or made without authority of law. 


Authority: 64 Stat. L. 891. 


When expected to be made: Annually, not later than January 15 following 
the close of the fiscal year ending June 30. 


APPENDIX B—DIVISION OF AUDITS 
Current Ossectives or Aupir Procrams 
Exursit 6A 


Exhibit 6A—Chart—Nature of Audit Work Performed in all Departments and 
Agencies of the Federal Government, September 30, 1954, faces this page. 


Exuisit 6B 


EXPLANATION OF TypEs oF AUDIT "coe PERFORMED BY GENERAL ACCOUNTING 
FFICE 


A summary of the general nature of audit work performed by the Division of 
Audits, General Accounting Office, with respect to agencies of the Federal Gov- 
ernment is set forth on the attached chart entitled “Nature of Audit Work 
Performed in All Departments and Agencies of the Federal Government,” dated 
September 30, 1954. This chart covers all types 2. audit work performed with the 
exception of the audit of transportation payments made by the Transportation Division 
centrally, in Washington. 
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Audit work was performed after January 1, 1953, on four agencies that do not 
— on the chart, because these agencies were not in existence at September 30, 
1954. Since September 30, 1954, certain additional agencies were assigned for audit 
on a comprehensive basis. 

Agencics that had gone out of existence at September 30, 1954, on which audit 
work was done after January 1, 1953, were: 

Office of Price Stabilization (agency terminated in 1953, and liquidation 
was accomplished at June 30, 1953, except for certain matters that were 
referred to Justice and Treasury). 

National Capital Sesquicentennial Commission, 

Small Defense Plants Administration (terminated on July 31, 1953; pending 
matters absorbed by Small Business Administration). 

Defense Materials Procurement Agency (functions of this agency were 
taken over by General Services Administration on August 14, 1953). 

Industrial fund installations of the Department of Defense assigned for compre- 
hensive audit since September 30, 1954, are: 

Department of the Army: 
Springfield Armory, Springfield, Mass. 
atervliet Arsenal, Watervlict, N. Y. 
Redstone Arsenal, Huntsville, Ala. 
Frankford Arsenal, Philadelphia, Pa. 
Rock Island Arsenal, Rock Island, IIl. 
Watertown Arsenal, Watertown, Mass. 
Maintenance Division, Quartermaster Depot, Ogden, Utah. 
Maintenance Division, Quartermaster Depot, Fort Worth, Tex. 
Maintenance Division, Quartermaster Depot, Richmond, Va. 
Department of the Navy: 
Boston Naval Shipyard, Boston, Mass. 
Portsmouth Naval Shipyard, Portsmouth, N. H. 
New York Naval Shipyard, Brooklyn, N. Y. 
Puget Sound Naval Shipyard, Bremerton, Wash. 
United States Naval Gun Factory, Washington, D. C. 
Long Beach Naval pres, Long Beach, Calif. 
San Francisco Naval Shipyard, San Francisco, Calif. 
Mare Island Naval Shipyard, Vallejo, Calif. 
Department of the Air Force: 
Printing services, 8 installations. 

The Bureau of the Mint and Bureau of Accounts, Treasury Department, and the 
Commission of Fine Arts, an independent cgency, have also been assigned on a com- 
prehensive basis since September 30, 1954. 


TYPES AND PURPOSES OF AUDITS 


Audits made by the Genera] Accounting Office, Division of Audits, are designed 
to provide a basis for settlement of accountable officers’ accounts and to deter- 
mine how well the agencies are managing their financial affairs. These activities 
are carried out through a b bres sre staff, 19 regional audit offices, and 3 mili- 
tary audit branches located outside of Washington. The activities of the Division 
of Audits fall into three general categories which may be identified as: 

1. Comprehensive audits 
2. Other site audits 
3. Centralized audits, including: 
(a) Centralized audits of vouchers 
(b) Reconciliation of checking accounts 


Comprehensive audits 


The term “comprehensive audit” is applied to those audit assignments which 
are designed to carry out all the audit responsibilities of the Office in a single 
paste approach. Stated as simply as possible, the purpose of the compre- 

ensive audit is to determine how well the agency or activity under audit has 

discharged its financial responsibilities. The general objectives of the compre- 
hensive audit are to determine whether— 

1. The agency is pereying out only those activities or programs authorized 

= pe Congress and is conducting them efficiently and in the manner author- 


Where appropriate, we will also review whether the authorized 
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activities or programs effectively continue to serve their originally intended 


urpose. 

2. Expenditures are made only in the furtherance of authorized activities 
and in accordance with the requirements of applicable laws and regulations 
(ineluding decisions of the Comptroller Generel. 

3. The agency collects and accounts properly for all revenues and receipts 
arising from its activities. 

4. The assets of the ageney-orin its custody are adequately safeguarded 
and controlled and utilized in an efficient manner. 

5. Reports by the agency to the Congress and to the central control agen- 
cies such as the Bureau of the Budget, Treasury Department, and General 
Services Administration disclose fully the nature and scope of the activities 
condueted and provide a proper basis for evaluating the agency’s operations. 


Other site audits 


Other site audits include (1) audits of salary payments to civilian employees of 
the Government, (2) audits of payments under cost-type contracts, (3) surveys of 
military procurement practices, and (4) special audits of specific agencies or 
activities of the Government, the scope of which is considerably less broad than a 
full scale comprehensive audit. 

The primary objectives of the audit of civilian compensation are to review, test, 
and evaluate the procedures established to provide assurance that all applicable 
laws and regulations governing pay and leaves of absence are complied with, 
services are being performed in exchange for compensation paid, wasteful and 
unnecessary expenditures for personal services are minimized, and the expendi- 
tures for personal services are properly accounted for. 

The site audit of payments under cost-type contracts is made to evaluate the 
effectiveness with which the contracting agency has discharged its responsibilities 
of supervising the contractor's activities to insure reasonable contract ormance 
at minimum cost. The objectives of this work include also a careful evaluation 
of the audit work performed by the auditors in the military de ments in dis- 
charge of their responsibilities, and making use of that work to the extent deemed 
af ee memge 

urveys of military procurement practices deal primarily with the initial negotia- 
tion and placement of contracts, the majority of which provide for redetermination 
of prices after production-cost experience has been obtained. The object of this 
work is to determine the extent to which the contracting agencies follow sound 
businesslike methods to insure that proper value is received for the vast sums spent 
for the procurement of military items, 

The general lack of effective competition and the circumstances under which 
these contracts and price redeterminations are negotiated, require thorough evalu- 
tions of contractors’ proposals, effective negotiations, and close attention on the 
part of the military departments to the operating costs and results under the 
contracts as the work progresses. Our reviews of these activities are aimed at 
an evaluation of the practical results under these contracts, including inquiry into 
the underlying causes of weak or extravagant procurement practices, and recom- 
mendations for curative measures. 

For some agencies, an audit is made at the site but its scope is not as broad as a 
full-seale comprehensive audit. Many of these audits are made on a request 
basis (for example, Senate restaurants and Government Services, Inc.). Others 
are required by law (e. g., Sergeant at Arms, House of Representatives). The 
scope and objectives of audits in this category are determined specifically in each 
a depending on the provisions of law and the wishes of the official requesting 
the audit. 


Central zed audits 


Military disbursing officers’ accounts other than those of the United States 
Marine Corps are submitted for audit to our Army Audit Branch in Indianapolis, 
Navy Audit Branch in Cleveland, or Air Force Audit Branch in Denver. Civilian 
disbursing officers’ accounts and accounts of disbursing officers of the United 
States Marine Corps are submitted to the Civil Audit Branch in Washington, 
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D. C., for audit. Accounts assigned for comprehensive or site audit (including 
civilian payroll expenditures) are excluded from this audit. 


Centralized audit of vouchers 


The primary purposes of the centralized audit of vouchers are to determine 
whether (1) payments represent proper obligations of the Government, (2) pay- 
ments were made from the proper appropriations, (3) payments comply with 
applicable laws and regulations, and (4) uate evidence exists that materials 
or services paid for have been received or rendered. Indications of administrative 
procedures or practices which need strengthening to reduce improper payments, 
disclosed as a result of such audit work, are brought to the attention of agency 
officials in writing for corrective action. 

Reconciliation of official checking accounts 

The audit, reconciliation, and adjustment of disbursing officers’ depositary 
accounts maintained with the Treasurer of the United States, the Federal Reserve 
banks, and with designated depositaries outside the continental limits of the 
United States is performed centrally in Washington, D. C. This operation is 
an essential part of the overall audit and settlement of the accountable officers’ 
accounts, e depositary accounts are rendered separately from the fiscal 
accounts proper, and for the most pert, the reconciliation is performed inde- 
vendently of the other audit work. e purpose of the work is to reconcile the 

lances in the checking accounts of disbursing officers as reported by them with 
balances reported by the Treasurer of the United States. 


Settlement of accountable officers’ accounts 


The Division of Audits settles the accounts of disbursing officers who are 
accountable for public funds, and makes settlements with certifving officers on 
the basis of outstanding exceptions stated against them because of certifications 
of improper payments. Certificates of settlement are issued on the basis of all 
pertinent data developed in the various types of audit work performed in the 


pe a ea Accounting Office relating to the legal accountability of accountable 
omcers. 


Exursit 7. Stratus or Aupir Programs, June 1955 


Norr.—At the request of the subcommittee, the General Accounting 
Office furnished the following report on the status of audit programs 


being conducted in the various agencies of the Government as of 
June 1955. 


Detailed listings of recommendations made in reports and the status 
of recommendations at June 1955 have been omitted because of 
space limitations. 


DEPARTMENT OF THE INTERIOR 


All of the Bureaus and activities of the Department of the Interior have been 
assigned to comprehensive audit and all audit work is performed at the locations 
where the accounting and related records are maintained. Certain of the assign- 
ments to comprehensive audit were made since January 1, 1953. Prior to the 
effective dates of such assignments, audits of vouchers, except payrolls, were made 
by central audit in the General Accounting Office, and audits of payrolls were 
made periodically at the locations of the records. The schedule and accompany- 
ing notes give the status and explanations on the audits of bureaus within the 
Department. 

e audit of Virgin Islands Corporation is made under the Government Cor- 
poration Control Act (31 U. 8. C. 841) and all other audits are made pursuant 
to the Budget and Accounting Act, 1921 (31 U. 8S. C. 53), and the Accounting 
and Auditing Act of 1950 (31 U.8. CG, 67). There are no instances where an audit 
required by law has not been made, or the-audit has not been of the scope required 


y law. 
Audits performed during calendar years 1953, 1954, and 1955 to date on Depart- 
ment of the Interior bureaus or comparable organizations are summarized: 
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DEPARTMENT OF AGRICULTURE 


The Department of Agriculture is composed of 18 agencies and ble 
organizations of which 11 have been assigned for comprehensive audit (see 
attached schedule). All comprehensive audit work is performed at the locations 
where the accounting and related records are maintained. The agencies and 
organizations not assigned for comprehensive audit are subjected to a centralized 
voucher audit by the General Accounting Office except that audits of payrolls 
are made periodically at the site of the records. The voucher audit was applied to 
the agencies now under comprehensive audit prior to the dates these agencies 
were assigned for comprehensive audit. The attached schedule and accompany- 
ing notes show the status of the comprehensive audits, 

The audit of Commodity Credit Corporation and Federal Crop Insurance 
Corporation are made under the Government Corporation Control Act (31 
U.S. C. 841) and all other audits are made pursuant to the Budget and Accounting 
Act, 1921 (31 U. 8. C. 53) and the Accounting and Auditing Act of 1950 (31 
U.S. C. 67). There are no instances where an audit required by law has not been 
made, or the audit has not been of the scope required by law. 

Comprehensive audits performed during the calendar vears 1953, 1954, and 1955 
to date of agencies and comparable organizations of the Department of Agri- 
culture are summarized. 


Comprehensive audits of agencies and comparable organizations, fiscal years covered 
by the audits, and completion dates of the audits 














Calendar year 1953 Calendar year 1954 Calendar year 1955 
Agency or comparable | Period Perlod Period 
org: 2 of audit} Completion lof audit] Completion of audit; Completion date 
(fiseal | date of audit | (fiscal | date of audit | (fiscal of audit 
year) ! year)! year)! 








Office of the Secretary ?_....}_.......]..-..4..1-..... Sn eile aiid ta diee ian tk: oath lh 

Departmental Administra- |_.......|-.........-..- 
tion? (Budget and Fi- 
nance, Information, Li- 
brary, Personnel, Plant 
and Operations, Hearing 
Examiners). 

Office of the General Coun- |__.._..- A Nic aeiee dale 
sel (formerly Office of the 
Solicitor) .? ) i 

Agricultural Research Serv- |..-..- | ccacoesmearenee «in wiserm-iied 
ice 





Forest Service *..._.......... 1953 | January 1954.| 1954 eae Bongo 1955 | June 1956.4 

Soil Conservation Service. | 1953 | March 1954...| 1954 | December 1954.| 1955 | February 1956.« 

Federal Extension Service ?_j........].....-...-..... Sc atta s site a aisidieeldnd <a Eece a dubatees 

Agricultural Conservation | 1953 | April 1054....| 1954 | February 1955..| 1955 | October 1055.* 
Program Service. 

Farmer Cooperative Service ty Eee eee SAR 1954 | December 1954_)_._._... 

——e Marketing boos. 2.5 ct sdscae 1953 | August 1954....| 1954 | September 1055.' 

rvice. 
Foreign Agriculture Serv- |........j............-.-}..:-.-.- 


ice.? 

Commodity Exchange Au- |........).......+--ees--}----00-- 
thority.? 

— Stabilization | 1953 | August 1954..; 1954 | January 1955...| 1955 | October 1955." 
rvice. 

Comey Credit Cor-| 1953 | April 1955....| 1954 | August 1955....} 1955 | March 1056.% 
poration. 


ee err 























Agriosmurel . Gtebiiisntion: |... lok cnccbigctulicbeseneuknds dnd ccctaswedscatenaieee 
and Conservation Com- 
mittees.® 
Federal Crop Insurance | 1953 | May 1954....; 1054 | Jume 1055......}........ 
Corporation. 
eo 4 Home Adminis- | 1953 | March 1954..| 1954 | February 1955..| 1955 | December 1955.* 
ration. 
Rural Electrification Ad-| 1953 | March 1954..; 1954 | December 1954_|........ 
ministration. 
1 Dates shown re t the fiscal years on which the work was Audit work 
was als coriartind on the prior fiscal during these years. — 
2 Not ass’ ed for comprehensive audit; payrolls were audited at the site and other vouchers audited cen- 
=< O. The Foreign Agricul has been assigned for comprehensive audit effective 


ootnotes continued on next page. 
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Post Orrice DEeraRTMENT 
All activities of Reed Post Office audited pursuant to the Post 


Department are 
Office Department: Control Act of 1950. Audit work performed from 
1953 to date is 
bc a 


financial management of the Post Office — Com- 
rg te ty 3, 1988. (See H. Rept. No. 367, 88d Cong. 
. Audit of Postal Savings System, fiscal year 1952. Completed May 25, 
1083. Combined report issued for fiseal years 1952-53. 
3. Review of audits of postmasters’ accounts made if Pe Office Depart- 
Prac ia accounting offices, fiscal years 1952-53. mpleted December 
Calendar year 1954: 
1. Audit of Postal Savings System, fiscal year 1953. Completed February 
25, 1954. Combined report issued Sood for fiseal years 1952-53 (See H. Doc. 
No. 50, 84th Cong., Ist sess.) 
2. Review of leave practices in ae offices. Review extended from 
— to December 1954. (See H. Rept. No. 434, 84th Cong., Ist sess.) 
Review of management controls and examination of financial transac- 
isos at Post Office Department headquarters, fiscal year 1952. Completed 
October 1, 1954. Deficiencies in controls reported to Department by letter. 
Certificates of settlement issued to disbursing officer on October 1, 1954. 
Calendar year 1955: 
1. Audit of Postal Savings System, fiscal year 1954. Completed April 18, 
1955. Report in process. 


Fieatoates eptened Samm postions yeep. 
* The Forest Service was assigned for comprehensive audit effective July 1, 1952. A comprehensive audit 
was not performed until June 1955 when 6 men were accgned to this wad yparatory to making a compre- 


hensive andit during the fiscal year 1956. During the calendar years 1953 and 1954 audits of payrolls and 
Coarse Saco Seteemnen, of: Me: we, 
‘ Farmer Cooperative Service was created on Dec. 4, 1953, to assume the functions of the Cooperative 


Research and Service Division of the Farm Credit Administration. During the calendar year 1953 audit 
work was performed on this assignment as a part of the comprehensive audit of the Farm Credit Adminis- 


i nergy Marketing Service was established effective Nov. th the Secretary of Agriculture 
pursuant to Reorganization Plan No. 2 of 1953. The activities of no anon of the 
pm el % ae shistecdion ia Gunes teak anslie man 32 of the act of Aug. 24, 1935, as 
amended (7 U. 8. C. 12c), the inspection, grading, and classing and standardization of agricultural com. 
modities, and a number of regulatory activities. ‘he administration of the national school-lunch program 
and the pi py ae Say age en tl gi a ean pom eh wa ro y been under com- 


prehensive act! 
modity mye po ay Service. The other activities has been under site or central audit in GAO. 
Because of diversified nature of the activities of the cy, the andit, other than the audit of fiscal 
Set adenaste te a specific fiscal period. activities are audited in a current basis. 

' Commodity Stabilization Service was established effective Nov. 2, 1953, by the Secretary of Agriculture 
pursuant to ization Plan No. 2 of 1953. This agency assumed the functions and activities of the 
Production and a, Administration op beh e for certain ertain activities transferred to other agencies of the 
Department, including the administration national school lunch ae ote and the distribution of 
caresen fons eater ayy, 38 ot ep ootiet Aang. 24, 1935, which were transferred to the Agricultural Marketing 


“Seheiiity Stabilization Service is responsible for the phe deagemnt adjustment s, including acre- 
age allotments and wae a ey Me quotas; the stabilization of sugar bee: re ty Gawd food activities; 
pr an — photographic program for checking of agricultural conservation and production 

a pomgueene i In addition, it is ble also for carrying out the operations of Commodity 
Credit Corporation. The information shown for CSS on this schedule pertains to our audit of activities 
other than those related to CCC. Information on our audits of CCC are shown as a separate audit assign- 


ment. 

* Commodity Credit Corporation has no operating personnel of its own. ae sage apd mye ey 

the and through the focities of the Commority Stabilization Service. audits of CC 
ee eee a nn ee Obs wat ABO State and county conmnitiecs os they 
to the operations of CCC. 


Pt. [of our audit Sri eee Oo cee, Teel ne eed eee en anions 
matters and { with respect to o tions, financial positions, organization and management, and 
financing was completed on Aug. 18 et 954 (H. Doe. No. 494, 83d Co Pt. II of our report containing our 
eomments on the manner in which CCC and its agents 40, 831 Cong} Pt commodity —— and addi- 
tional comments on the controls exercised in safeguarding the funds and pages @ = rporation and 

LE eS Ae il, r+ 4824). 


the Government 
*The A eaniiention snc Conservation Committees function as ot the Commodit 
Stabilization Service and Re aenge ip Sn Gabe hak nat a ting tural Leong cy — 
er eee ha ated ron other programs in 

activities erations of these committees is performed in conjunction 
with the won the comprehensive audits of the Commodity Sabiienien Servs Service and the Commodity Credit Cor- 
poration. For period of audits and recommenda made during the calendar years 1953, 1954, and 1955, 
see related data for these latter audit assignments. 
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2. Review of management controls in large first-class post offices, fiscal 
roe 1955. Completed June 3, 1955. Individual reports on each post office 


ing 3 

3. theview of progress of the Post Office Department in adopting General 
Accounting Office recommendations for improving financial management 
for the period April 25, 1953, through ey Bay 1955, Completed Feb- 
ruary 28, 1955. (See H. Rept. No. 435, 84th Cong., Ist sess.) 

4, Review of management controls and examination of financial transac- 
tions at Post Office De ent headquarters, fiscal year 1953. Completed 
March 1, 1955. Certificates of settlement issued to disbursing officers on 
March 1, 1955. 

5. Review of management controls and examination of financial transac- 
tions at Post Office Department headquarters, fiscal year 1954, Estimated 
completion date July 29, 1955. 

6. Distribution and control of accountable peper, Review was made 
during the period October 12, 1954, to January 24, 1955. Report in process. 

7. Review of operations at Post Office Department regional controllers’ 
offices. Estimated completion date August 31, 1955, 

8. Review of policies and Fig fea for procurement, distribution, and 
control of supplies at Post Office Department headquarters and field supply 
centers. Estimated completion date Saptember 30, 1955. 

At the request of the House Committee on Post Office and Civil Service repre- 
sentatives of the General Accounting Office appeared before the committee in 
executive session in March 1953 to discuss the progress made by the Post Office 
Department in carrying out its responsibilities under the Post Office Department 
Financial Contro! Act of 1950 (39 U. 8. C. 794). At the committee’s request, the 
Genera! Accounting Office prepared and submitted a report on the progress made 
under this act together with 36 recommendations for improvement in financial 
management. The recommendations were accepted and used by the Post Office 
Department as the basis for a program for reorganizing and improving its financial 
management. Due to the committee’s interest in the matter the report was 
printed (H. Rept. 367, 83d Cong.). 

The House Committee on Post Office and Civil Service, through correspondence, 
made a continuing request that the General Accounting Office report to it im- 
proper personnel practices found in Government agencies. As a part of its 
examination of 19 large first-class post offices, the General Accounting Office 
reviewed the leave practices in these post offices. The review showed that abuses 
of leave existed in the granting of sick leave, administrative leave, and leave 
without pay and accordingly was reported to the committee and to the Post- 
master General. Eight recommendations were made to the Postmaster General 
for corrective action in these areas. The report was published by the committee 
(H. Rept. 434, 84th Cong.) and given wide circulation. The chairman of the 
committee stated that the report should point the way to substantial savings 
elsewhere in the Government through improved leave practices, 

Recommendations concerning (1) biweekly pay periods, (2) elimination of 
abuses of leave without pay, and (3) authority to appoint technically qualified 
ene for technical positions have been realized through passage Public 

w 68, 84th Congress, approved June 10, 1955. 


DEPARTMENT OF LABOR 


None of the activities in the Department of Labor have been assigned for com- 
prehensive audit. All expenditure and receipt vouchers, except those relating to 
civilian pay, are submitted monthly to the General Accounting Office for audit 
at a central location. Disbursements and receipts relating to civilian pay are 
audited periodically at the location of the payroll records. 


DEPARTMENT OF COMMERCE 


Not all of the bureaus or comparable organizations in the Department of Com- 
merce have been assigned for comprehensive audit, The nature of audits 
performed is summarized below by organization, 

Office of the Secretary: 
Business and Defense Services Administration 
Office of Business Economics 
Government Patents Board 
Air Coordinating Committee 
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Coast and Geodetic Survey 
Bureau of Foreign Commerce 
Patent Office 
Weather Bureau 

The organizations listed above have not been assigned for comprehensive audit. 
All expenditure and receipt vouchers, except those relating to civilian pay, are 
submitted monthly for audit centrally at the General Accounting Office, Dis- 


bursements and receipts relating to civilian pay are audited periodically at the loca- 
tion of the records, 


Guaranteed loan program under the Defense Production Act of 1950 


This activity has been assigned for comprehensive audit and all audit work is 
performed at the site. Audit data on this activity is included under the Depart- 
ment of Defense presentation on guaranteed loan program, 

Federal Maritime Board and Maritime Administration 
Inland Waterways Corporation 

National Bureau of Standards 

Bureau of Public Roads 

Civil Aeronautics Administration 

The first four agencies have been assigned for comprehensive audit and all 
audit work is performed at the site where the accounts and related records are 
maintained. Civil Aeronautics Administration has not been assigned for com- 
prehensive audit but all audit work is performed at the site. 

Our audits of the Federal Maritime Board and Maritime Administration have 
included the audit objectives and procedures prescribed for comprehensive audits 
of Government corporations and agencies. In addition, Public Law 299, 80th 
Congress, required the General Accounting Office to approve in advance any 

yments through March 31, 1948, for obligations incurred against the War 

ipping Administration funds prior to January 1, 1947. Subsequent legislation 
has extended the period of availability of these funds and repeated the responsi- 
bility of the General Accounting Office for the prior approval of expenditures 
from these funds. The audit of expenditures from War Shipping Administration 
funds is continuous in nature and the audit work is completed currently upon 
presentation of vouchers for approval prior to payment. 

Fisval periods covered by audit work and completion dates of such work relat- 
ing to these agencies are summarized below: 


Federal Maritime Poard and Maritime Administration 
Calendar year 1953: 
Period of audit—July 1, 1951, through June 30, 1952 
Completion date of audit— May 11, 1953 
Period of audit—July 1, 1952, through June 30, 1953 
Completion date of audit—April 30, 1953 
Calendar year 1954: 
Period of audit—July 1, 1952, through June 30, 1953 
Completion date of audit— April 30, 1954 
Period of audit—July 1, 1953, through June 30, 1954 
Completion date of audit— March 23, 1955 
Calendar year 1955: 
Period of audit—July 1, 1953, through June 30, 1954 
Completion date of audit—March 23, 1955 
Period of audit—July 1, 1954, through June 30, 1955 
Estimated completion date of audit—-March 1, 1956 
Inland Waterways Corporation: 
Calendar year 1953: 
Period of audit—fiscal year 1952 
Completion date of audit—April 15, 1953 
Period of audit—fiseal year 1953 
Completion date of audit—September 2, 1954 
Period of audit—fiscal year 1954 
Estimated completion date of audit! 
Calendar year 1954: 
Period of audit—fiseal year 1953 
Completion date of audit—September 2, 1954 
Period of audit—fiseal year 1954 
Estimated completion date of audit ! 


Footnotes on p. 88. 
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Calendar year 1955: 
Period of aucit—fiscal _ 1954 
Estimated completion date of audit! 
Period of aucit—fiscal year 1955 
Estimated completion date of audit # 

National Bureau of Standards 

Calendar year 1953: 

Period of audit—fiseal — 1951 and 1952 
Completion date of audit—August 1953 

Calencar year 1954; 

Period of audit—fiscal P hee 1953 
Completion date of audit—April 1954 

January 1 through June 30, 1955: 

Period of audit—fiscal year 1954 
Completion date of audit—April 1955 
Bureau of Public Reads 

Calendar year 1953: 

Period of audit—fiscal year 1953 
Completion date of audit—November 1953 

Calendar year 1954: 

Period of audit—fisea]l year 1954 
Completion date of audit—March 1955 
January 1 through June 30, 1955: 
Period of audit-—fiscal years 1954 and 1955 
Completion date of audit: 
Fiscal year 1954— March 1955 
Fiscal year 1955—December 1955 (estimated) 
Civil Aeronautics Administration 

Calendar year 1953: 

Period of audit—fiscal year 1953 
Completion date of audit—January 29, 1954 

Calendar year 1954: 

Period of audit—fiseal year 1953 

Completion date of audit—January 29, 1954 

Period of audit—fiscal year 1954 

Completion date of audit—March 29, 1955 
January 1 through June 30, 1955: 

Period of audit—fiseal year 1954 

Completion date of endive Mans 29, 1955 

Period of audit—fiseal year 1955 

Estimated completion date—November 30, 1955 


DEPARTMENT OF JUSTICE 


Ex~ept as noted below all expenditure and receipt vouchers, other than payrolls, 
are su»mitted for central audit at the General Accounting Office. Civilian pay- 
rolis ate related transactions are audited. periodically at the location of the 
records. 

Federal Prison Industries, Inc., is audited under the Government Corporation 
Control Act (31 U. 8. C. 841). 

The activities of the Office of Alien Property are not financed by appropriated 
funds, and no audit of such activities is made by the General Accounting Office. 


Federal Prison Industries, Inc.: 
Calendar year 1953: 
Audit for fiscal year 1952. 
Completion date of audit, February 27, 1953. 


1 Andit work covering fiscal year 1954 has been completed and draft of audit report has been sub 
jhe - Aeon crm ibacameai inet for review prior to transmission of 


+ Aude work covering fiscal Ba 1955 has been completed to date. Further work 


close of the fiscal year. Completion of the audit work is dependent on the date the 


for fiscal year 1955. 
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‘year 1954: ‘ 
Audit for fiscal ror 1953. April 22, 1954 
Period January 1, 1955, through June 1955: 
Audit for fiscal oo 8 1954. : 
Estimated completion date of audit, June 30, 1955. 


DEPARTMENT OF STATE 


All offices and bureaus except— 

International Boundary and Water Commission 

International Information Administration 

All expenditure and ym vouchers are audited centrally by the State Section 

Civil Audit Branch, of the Division of Audits, General Accounting Office, located 
in the State Department. Embassy operations in Europe are reviewed by the 
European Branch, General Accounting Office, (See section on Civil Audit 
Branch work for recommendations relating to Department of State.) 


INTERNATIONAL BOUNDARY AND WATER COMMISSION 


The United States Section, International Boundary and Water Commission, 
United States and Mexico, was ted for audit at the site where the books 
and records were kept, effective at close of business June 30, 1951. 

In calendar year 1955 an audit was made at the El Paso, Harlingen, and Laredo, 
Tex., offices covering the activities of the United States Section through March 31, 
1955. The completion date for this work is estimated at July 31, 1955. 


INTERNATIONAL INFORMATION ADMINISTRATION 


The International Information Administration of the Department of State was 

Setenated audit at the site where the books and records were kept, effective 
une 30, 1951. 

In calendar year 1953 an audit was made at New York, N. Y. covering the 
activities of Administration in New York through June 306, 1953. The 
activities of the Administration at Honolulu, T. H., through June 30, 1953, was 
covered by an audit in calendar year 1954. 

Effective August 1, 1953, the activities of the International Information Ad- 
ministration were absor by the newly created United States Information 
Agency, an agency independent of the Department of State. 


DEPARTMENT OF THE TREASURY 


The General Accounting Office made the following types of audit of the bureaus 
or other units of the Treasury Department during calendar years 1953, 1954, and 
1955 (to June 20, 1955). 


Comprehensive: 
ureau of the Public Debt (assigned for comprehensive audit as of July 1, 
1954. Before that date, payrolls were audited at the site and vouchers 
were audited centrally) 
Office of the Treasurer of the United States 
Bureau of Customs 
Bureau of Narcotics 
Bureau of Engraving and Printing 
United States Coast Guard 
Site payroll and central voucher: 
Office of the Secretary 
United States Savings Bond Division 
Internal Revenue Service 
United States Secret Service 
Bureau of the Mint (assigned for comprehensive audit as of July 1, 1955) 
Other: Bureau of Accounts 
The Bureau of Accounts was assigned for audit on a comprehensive basis in 
October 1954, although expenditure vouchers other than for A nse have con- 
tinued to be submitted for audit on a centralized basis in the General Accou ting 
Office (to be retained at site beginning July 1, 1955). During the calendar years 
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90 
1953, 1954, and 1955 (to June 20, 1955), audit work on this Bureau has con- 


wie of— 
. Centralized voucher audit of expenditures — than payrolls). 
. Site audit work: - 
(a) Payroll expenditures. 
(b) Audit of financial. transactions. rela to German, Austrian pa 
ungarian special deposit accounts established under the Settlement of W: 
Claims Act of 1928. 
(c) Verification of appropriation transfer authorizations. 
(d) Necessary verification of Pon authority and aren theo funds 
perme gad to countersignature of appropriation warrants by the Comptroller 


(e) Necessary verification of countersignature for the Comptroller General 
of adjustment and surplus warrants. 

During fiscal years 1953, 1954, and 1955 to date, a continuous audit was made 
at the Treasury Department of all wee required by law to be countersigned 
in the General Accounting Office (31 U. 8. C. 76). All appropriation warrants 
were checked for statutory a and availability of funds prior to counter- 
ee by the Comptroller Gen All surplus fand warrants were audited for 

ee igs of the transfer and availability of funds and countersigned in the name 
Tf t omptrolier General. All adjustment warrants were audited and counter- 

signed in the name of the Comptroller General. All Standard Forms No. 1151: 
Sooeoprianes Transfer Authorizations were examined for propriety of docu- 
mentation and to determine whether the transfers were in accordance with 
applicable legislation. 

The Federal Facilities Corporation, created June 30, 1954, to assume certain 
functions of Reconstruction Finance Corporation, is in the Treasury Department 
and is subject to audit under the Government Corporation Control Act. No 
Tne 30, 1 ag yet been done. The first audit will be for the fiscal year ending 

une 
The Comptroller of the Currency is also located in the Treasury Department. 
Rowertre since his activities are not financed with Federal funds and there is no 
a c legislation on the subject, that office is not audited by the General Account- 


i 
™E oeal’s periods covered and completion mae of audits other than payroll and 
eentral voucher audits are su below 


Bureau of the Public Debt: 
Calendar years 1954 and 1955: 
Audit for fiseal year 1955. 
Expected completion date, November 15, 1955. 
Office of the Treasurer of the United States: 
Calendar year 1953: 
Audit for fiscal year 1952, completed January 1953, 
Audit for fiscal year 1953, completed March 1954. 
Calendar year 1954: 
Audit for fiscal year 1953, completed March 1954. 
Audit for fiscal year 1954, completed December 1954. 
Calendar year 1955 to date: None to date (audit for fiscal year 1955 is to 
start in July 1955). 
Bureau of Customs 
Calendar years 1953, 1954, and 1955 to date: 
yet for period January 1, 1952, to June 30, 1954. 
ted completion date, ‘July $1, 1955. 
Bureau of ~ pte Ss 
Calendar year 1953: 
es period March 1, 1951, to June 30, 1952, completed February 


Audit for fiscal year 1953, completed April 1954. 
Calendar year 1954: 

Audit for fiscal year 1953, completed April 1954. 

Audit for fiscal year 1954, completed December 1 
Calendar year 1955: None to date. 
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Bureau of : 

Audit for fiscal year 1952, completed June 1953. 

caret #0" fiscal year 1958, completed July 1954. 


mental ine Racal your 1958; cranplbled Jut ° 
Audit for fiscal year 1954, compl wnt Desattet 1954. 
Calendar year 1955: "None to Pca 
bet Psa States Coast Guard 


io 

Wraan be fiscal year 1952, completed July 1953. 

Audit for fiscal year 1953, completed January 1955, 
Calendar year 1954: 

Audit for fiscal year 1953, completed January 1955. 

Audit for fiscal year 1954, completed June 1955. 
Calendar year 1955: 

Audit for fiscal year 1953, completed —— 1955. 

Audit for fiscal year 1954, completed June 

Audit for fiscal year 1955, estimated pelea am in April 1956. 

Bureau of Accounts 


Warrant pon SFO, Continuing type of audit during calendar years 1953, 
1954, and 1955 to date 


Expenditures from German, Austrian, and Hungarian special deposit ac- 
counts: 
Calendar year 1954: 
Audit for period May 19 —_— to June 30, 1954. 
Completion date, July 15, 1954 
Comprehensive audit: 
Calendar year 1954: Audit for fiseal year 1955. 
Calendar year 1955: 
Audit for fiseal year 1955. 
ted completion date, October 1955. 


DeEpPaRTMENT OF Heawta, EpucaTion, anD WELFARE 


On May 6, 1954, the Department of Health, Education, and Welfare was 
aoe or ‘comprehensive audit. which at the outset involved preliminary 
surveys of the component agencies in the Department and studies of the oem 
in which they out their activities. It also included the examination of 

pe rts filed under section 1311 of the mg, had (3) ad Appropriation Act, 1955 
erence to appropriation limitations, and (3) adherence to regulations and 
ischarge of financial reporting ities to the Treasury Department and 
the Bureau of the Budget. 
Until the survey phase of the audit has been completed, the detailed examina- 


tion of expenditure (except payrolls audited at the site) and collection vouchers 
is continued centrally at the General Accounting Office. 


DEPARTMENT OF DEFENSE 


Various types of audits and examinations are performed within the Depart- 
ment of Defense and the Departments of the Army, Navy, and Marine Corps, 
and Air Force, some being at the sites of of Seeencions Bey others centrally at the 


meets A audit benseney clu e Corps section of the Civil Audit 
Branch in Washington, D. sayy) veep y of pai 


untable officers in the Defense 
departments are settled at au branches. Checking aneninns of military dis- 
rng officers are reconciled cen in Washington, D C,. This work in 
Washington and the site audits of wag activities are coordinated with the 
military audit branches so'as to provide the data essential to carrying out the 
accountable officer account settlement responsibility 
Contract audits on a selective basis are poste being performed at site. 
Until July 1, 1954, much of this audit emphasis was upon cost-type contracts, 
but since that date site audits have been extended to other types of negotiated 


contracts, such as those containing price revision and incentive features and also 
to negotiated firm fixed-price contracts. 
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Industrial funds created under the authority of the National Security Act 
Amendments of 1949 are audited on a comprehensive basis at site insofar as all 
such funds established prior to December 1, 1954, are concerned. Those created 
after that date are audited centrally. 

* Civilian pay disbursements in the Defense departments within the continental 
limits are also audited at site. 

Until early in July 1953, the audit of Marine Corps disbursements, other thaa 
civilian pay, was performed in part in Washington and in part in the Navy Audit 
Branch in Cleveland. On July 6, 1953, these central audit functions were con- 
solidated in a new Marine Corps Section of the Civil Audit Branch in Washington. 

In addition, surveys or studies of procurement and related activities of various 
segments of the Defense departments have been undertaken and will continue for 
some time because of the magnitude of expenditures involved. These surveys or 
studies encompass the comprehensive audit principles, 


COMPREHENSIVE AUDITS 


The activities of the Saint Lawrence Seaway Development Corporation, the 
civil functions of the United States Army Corps of Engineers, the Alaska com- 
munication system, the guaranteed loan program authorized by the Defense 
Production Act of 1950, and certain other activities of military departments are 
designated for comprehensive audit by the Office. The status of audit work on 
these assignments is described in the following sections. 


Saint Lawrence Seaway Development Corporation 


The Saint Lawrence Seaway Development Corporation was created May 13, 
1954, and is subject to audit by the General Accounting Office under the Govern- 
ment Corporation Control Act (31 U. 8. C. 841). No audit has yet been made. 
Corps of Engineers (civil functions) 

Within the continental United States the Corps of Engineers is organized into 
10 divisional offices (reduced in fiseal year 1955 from 11) and 42 district offices 
(reduced in fiscal year 1955 from 43). For fiscal year 1955 accounting records 
are maintained at 41 different locations. Most district offices perform both civil- 
works and military functions, but some perform only civil-works functions. 

The civil-works functions of the Portland district of the Corps of Engineers 
were assigned for audit on a comprehensive basis effective for the fiscal year 1953, 
Effective for the 1954 fiscal vear, the balance of the civil-works functions of the 
Corps of Engineers was po te for comprehensive audit. 

Prior to the effective dates of such assignments, audits of vouchers, except 
payrolls, were audited centrally in the General Accounting Office, and audits of 
payrolls were made periodically at the locations of the records. 

Calendar year 1953.—Effective with the fiscal year 1953, the General Accounting 
Office has examined the financial statements of the Columbia River power system 
and related activities that have been included in the annual report of the Ad- 
ministrator of the Bonneville Power Administration. The lumbia River 
power system consists of the Bonneville Power Administration, the transmitting 
and marketing agency, and the generating facilities for commercial power in the 
Pacific Northwest of the Bureau of Reclamation, Department of the Interior, 
and the Corps of Engineers, artment of the Army. The reports by the 
General Accounting Office for fiscal year 1953 were issued in December 1953. 

Calendar yes 1954 and 1955.—For the fiscal year 1954 audit work on a com- 
prehensive basis has been completed at 37 locations where the accounting and 
related records are maintained. ‘The report on the Columbia River power system 
and related activities for fiscal year 1954 was issued in December 1954, A report 
dated April 4, 1954, on the Office of the Chief of Engineers has been submitted to 
the Chief. veral additional reports are in process, 
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Alaska communication system 


The Alaska communication system is a field installation of the United States 
y Signal Corps, created in 1915 to furnish communications between the 
United States and Alaska. The system headquarters is located in Seattle, Wash., 
and the books and records are located there. The communication network 
consists of a number of manned stations in Alaska, the largest of which are located 
in Fairbanks and Anchorage. The system furnishes both radio and long-line 
telephone service from Alaska to Seattle, Wash. Approximately 75 percent of 
the traffic moving over the system relates to governmental activities and 25 
percent is commercial traffic. 

Receipts and disbursements of the system are accounted for by a special dis- 
bursing agent located in Seattle, Wash. These receipts and disbursements 
together with civilian payrolls, are audited at the site. Other financial trans- 
actions relating to appropriated funds are included in the accounts of the finance 
officer of the Army regional accounts office, Oakland, Calif., and are submitted 
to the Army Audit Branch in Indianapolis for centralized audit. 

The audit for fiscal year 1952 was completed in March 1954. An audit is now 
in progress covering the period July 1, 1952, through December 31, 1954. This 
audit is scheduled for completion in August 1955. 


GUARANTEED-LOAN PROGRAM 


Since the enactment of the Defense Production Act of 1950, the President of 
the United States has designated certain agencies to guarantee public or private 
financing institutions against losses on loans made by them to contractors in 
connection with the performance or termination of any contract deemed by the 
guaranteeing agency to be necessary for the national defense. 

Audits have been made of the guaranteed-loan program activities in the De- 
partment of Defense, Department of Commerce, Atomic Energy Commi a 
and Defense Materials Procurement Agency. The first audit covered the peri 
from inception of the program on September 9, 1950, through fiscal year 1953 
and was completed in December 1953. The most recent audit covered fisca 
year 1954, and was completed in October 1954. 


INDUSTRIAL-FUND INSTALLATIONS 


Section 405 of the National Security Act amendments of 1949 (63 Stat. 587) 
dealing with working capital funds provides for the establishment of industrial 
funds in such industrial-type or commercial-type activities as provide common 
——— within or among the departments and agencies of the Department of 

ense, 

The General Accounting Office has agreed to make comprehensive audits of all 
industrial-fund installations in the Department of Defense that were in existence 
prior to December 1, 1954. Installations placed under industrial funds after that 
date are considered for rc seh peda audit by the Office on the basis of the 
circumstances in each individual case. 

At the time an activity is placed under an industrial fund, an accrual-basis 
accounting system, designed to meet the needs of the particular installation, is 
developed and installed. This often results in radical changes in the existin 
accounting + tr and because of those changes it sometimes requires seve 
months to fully develop the system and to ob trained personnel to operate it. 
Because of this and for other reasons the policy of the Office is to defer the initial 
examination of these installations until at least a year, and fae mand 18 months, 
after the activity begins its activities under industrial-fund financing. Further, 
the Office does not consider it necessary or advisable to schedule audits of in- 
dustrial funds on an annual basis, but rather schedules its audit coverage of these 
installations so that eee audits will be performed at the site at intervals of 
opemee 24 months, without regard to a particular fiscal year ending. 

e ieianine tabulation shows the status of audit work as at June 10, 1955, on 
individual industrial-fund installations to which the Office has agreed to make 
comprehensive audits, 
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PROCUREMENT SURVEYS 


During calendar years 1953, 1954, and 1955 to date, surveys of ing pro- 
curement actions were made of selected activities in the three military depart- 
ments. These surveys were and are ae at the sites where contracts are 
negotiated or administered or where req ts are computed. 

The work in this area began in calendar year 1952 with a survey of the pro- 
curement practices of the Army Ordnance poll. This survey dealt primarily 
with the initial negotiation and placement of 700 contracts involving $9.7 billion 
at 14 Ordnance district offices. 

The procurement practices of the Department of the Air Force are being 
reviewed, with special attention devoted to the Air Force policies and procedures 
relating to the computation of requirements for and the procurement of spare 
aircraft engines. This work is being performed primarily at Headquarters, Air 
Materiel Command, Dayton, Ohio, and Headquarters, USAF. 

In connection with the Department of the Navy, surveys are being made of 
selected Bureau of Ships contracts for central design, central procurement, and 
construction of vessels, 

The operations and actions of the military contract adjustment boards in the 
discharge of their broad nsibilities of granting relief to contractors under 
authority of title II of the First War Powers Act, as amended, and Executive 
Order 10210, has also been reviewed. 


COST-TYPE CONTRACTS 


With relatively few exceptions, the audit = pero under cost-type contracts 
awarded by the military departments is made at the site where the books and 
records are located. These audits are not performed on the basis of particular 
fiscal period but rather are continuous reviews to evaluate the effectiveness with 
which the contracting agency has discharged its responsibility of supervising the 
contractor’s activities. Most of the audit work in this field is conducted by regional 
audit office personnel. 

The volume of work performed in the audit of payments under cost-type 
contracts is indicated below: 





Number of 
audits 








1, 399 
1, 385 
535 

















In addition to these completed jobs, there were 84 individual audits in process in 
various stages of completion at June 10, 1955. 

To the extent appropriate, corrective action on deficiencies or weaknesses found 
is sought initially through informal discussion and correspondence with the local 
responsible administrative officials, and corrective action is frequently obtained in 
this manner. More formal reports are made to the agency heads at the Washing- 
ton level for matters on which local corrective action is not obtained or where 
questions beyond the authority of local officials are involved. 


NAVY COMMUNICATIONS SERVICE 


The Navy Communications Service, located in Washington, D. C., was estab- 
lished in 1915, to provide naval radio stations for transmission of ship-to-shore 
messages, at prescribed rates, by the press, Government agencies and personnel, 
= ships of all nationalities in disseminating hydrographic, weather, and time 

ta, 


This activity is not assigned for comprehensive audit. A site audit of receipts 
and collections relating to the commercial accounts for the period July 1, 1953, 
through October 31, 1954, was completed in December 1954. Civil pay was also 
audited at the site. Other financial transactions relating to 4p funds 
are audited centrally by the Navy Audit Branch in Cleveland, q 
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CENTRALIZED AUDITS 


Military pay and expenditure vouchers for activities not assigned for site or compre- 
hensive audit 
The Army Audit Branch in Indianapolis, Navy Audit Branch in Cleveland, 
and Air Foree Audit Branch in Denver perform a centralized audit of military 
disbursing officers’ accounts except those of the Marine Corps and those assigned 
for comprehensive or site audit. The audit of accounts on a centralized basis is 
continuous and is generally performed about 6 months after payment. 
ao indication of the workload of the three branches is shown by the following 
ta: 




















Calendar year 
1953 1954 1955 to June 1 
Accounts processed: 
MEE ngeridis cap actglpusckecbitacsteviaphesn ign banidaiot 3, 2, 031 158 
oy cpnibebbbuilipnbsbinids bubdbbiccnbdbbeukédbsbwalbatesinn 11, 408 12, 6565 5, 803 
BF BORD a tatiges heccinecssvesdahasintinntéecscumedctoinebs 2, 568 2, 653 1,046 
Vouchers processed: 
WER s de Si cdcaCkch cg hknkkatd saan dbdeentcban deta Siu 6, R4 4, 123, 668 374, 412 
DOUG tcdbiadiaistidctadddddecs cheienvivielidbanibbdiod 3, 319, 556 3, 055, 452 1, 370, 229 
bbe PTR iirc uthoimqenbctnebie aniin chtrditepebensipmted 3, 161, 420 1, 360, 749 
Pay records processed 
MII, caicecidsintnniciniclaebhisaninuhteiianptate easnieintiiaericn dione’ 4, 849, 825 2, 323, 653 1, 544, 448 
2 sex voqncepeasibuqdeteueyseresnenegeweenpranavesewenes 1, 932, 242 1, 823, 707 849, 266 
Pg 0 eats Oi iat ieee eRe TES art 2, 565, 074 1, 527, 562 177, 601 
Settlements issued: 
a iti idininamisiioinibaninicivninidthtustieanbnicheniinbey 2, 866 2, 415 413 
a te ale enresibdntnni ieerat 10, 995 13, 095 2, 229 
SF DOT sepa ken cence ttbddensabadeccneseghecseuees 2, 185 2, 862 30 





arke average number of employees in the branches is shown in the following 
chart: 


























Calendar year 
1953 1954 1955 to June 1 
Army Audit Branch.......... ecchccceipiimnteiaars 275 m4 254 
DIGT ey ARON BAGO. iiiccncccignccnecsnodectcnvncsnsusincsénte» 152 145 143 
Atr Force Audit Branch. ...........-...-.-..-.-.-.----.----.- 155 158 171 





Avupit or Satary Payments to CrvitIAN EmMpLoYees oF THE GOVERNMENT 
Durine Catenpak YEARS 1953, 1954, anp 1955 ro Dats 


To a great extent audits of civilian compensation on an account segment basis 
are performed in agencies and ms not under comprehensive audit 
assignment at locations where the administrative records are kept. In some few 
instances where, as a practical matter, onsite audits are not warranted due to the 
size or location of the installations, essential records and documents are transmitted 
to the appropriate regional audit office or to the Washington office for offsite audit. 
For example, civilian payrolls and supporting documents processed in all overseas 
installations of the Army and Air Force and in the attaché offices of these services 
are transmitted to W: n for offsite audit by the Washington audit staff. 

Site audits of civilian compensation by the audit staffs of the regional audit 
offices and the Washington office are made periodically at about 1,250 installations 
located in the Washington, D. C., metropolitan area, throughout the United 
States, and in the Territories and insular ns. 

The table set out below shows the extent of civilian compensation audit activi- 
ties and the manpower devoted thereto during the calendar years 1953, 1954, and 
to date in 1955. The amounts shown as collections were the direct result of 

‘informal and formal audit exceptions. The Je aw do not reflect considerable 
undeterminable savings to the Government effected through the correction of 
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erroneous and wasteful peseties and the revision of administrative procedures for 
conformity with law and regulation. 









Man-hours | Collections 






















ae area een > ae 
each SNH TOG SES i caeede-ieete 746 106, 106 29, 753 

















The audit of accounts is substantially completed through the calendar year 
1954. 


AUDIT WORK PERFORMED IN CENTRAL BRANCHES (OTHER THAN 
MILITARY) 


Crviz Auvvrr Brancu, Drviston or Aupits, GenrraL AccounTING OrFice 


The Civil Audit Branch in Washington, D. C., audits vouchers and related 
documents submitted with disbursing officers’ accounts applicable to all civilian 
Government agencies and the United States Marine Corps which are not audited 
on a site or comprehensive basis. The audit of accounts on a centralized basis is 
continuous and is generally performed about 6 months after payment. 

An indication of the volume of work handled by this Branch is shown by the 
following data: 

















Calendar year 








1953 1954 























Sos cxasbppsedllnia sta gies icone aveneetom apie aiaeonaiigtiiio we 9, 387 . 009 

Marine Corps pa’ y records processed since July 6, 1963 § aie Toe, 180 : Me Oat 2 1 om 
) YY 6, 1800 *....... ’ ’ 

Settlements with yee nem certifying officers and Marine Corps 

TIE, Ga racccicccirrrenenenccdecagrnnnvatirbictvaintiains 660 708 29 











1 Audit of Veterans Canteen Service. 


The average number of employees assigned to this Branch was 260 in 1953, 
237 in 1954, and 215 in 1955 to June 10. 


List < departments and agencies, the erpenditures of which were audited centrally 
the Civil Audit Biaach de em Sa the calendar years 1953, 1954, and 1956 (to 

une 10, 1956) 
EXECUTIVE OFFICE OF THE PRESIDENT 


ben crepe Office (compensation of the Presi- 1953, 1954, 1955. 

ent), 

ye git te 2A GANS haa 1953, 1954, 1955. 

Executive Mansion and Grounds (disbursements 1953, 1954, 1955, 
made by National Park Service). 













Funds appropriated to the President__.._....-.._.- 1953, 1954, 1955. 
rs at on Retirement Policy for Federal Person- 1953, 1954, 1955. 
NIST GE SO PUIG bin eine nic acickng an pndosud= se 1953, 1954, 1955. 
uncil of Econo: ; yore Sraare angen Shep He carne Us 1953, 1954, 1955. 
Office of Defense Mobilization................-..-- 1953, 1954, 1955, 


LEGISLATIVE BRANCH 


ual accounts of the Booratary of the 1953, 1954, 1955. 
al te for Bon mileage, and expense 
owances of : 
’ aarterly y, aeaount “Of ‘the Secretary of ‘the 1053, 1954, 1056. 
er expen et nEM pre 
The aoe of Miortoamakitioe of the House: 1953, 1954, 1955. 
accounts for all expenditures of the 
ouse cone Geiiedioe revolving fund expenditures of 
joint Senate and House facility but ex- 


cluding the salaries, mileage, expense allow- 
ances of Members). 


The Senate: 

















List ments agencies, the expenditur f which were audi 
Raed Mudit. anch duri ng ied 
une 10, 1965)—Continued 


LEGISLATIVE BRANCH-—CONTINUED 


Architect of the Capitol (excluding House of Repre- 1953, 1954, 1955. 
sentatives restaurant). 


99 


uring the calendar years 1953, 1954, and 1956 ( 


U. 8. Botanical Gardens_._........-....---.----4. 1953, 1954, 1955. 
General Accounting Office... ..........-.--...-.-- 1953, 1954, 1955. 
Government Prin MU cottiisidvieanneocana Through June 30, 1953. 
Tabetry Of Cami. 5420.2 S47 ttf 1953, 1954, 1955, 
JUDICIAL BRANCH 
The Supreme Court of the United States. -._...._-- 1953, 1954, 1955. 
United States courts of appeals__..............--_- 1953, 1954, 1955. 
District courts of the United States_........._...-. 1953, 1954, 1955. 
U. & Combe es Giatenge + ee 1953, 1954, 1955. 
U. 8. Court of Customs and Patent Appeals- --.-_-_- 1953, 1954, 1955. 
U. & Cobian Cortes 5 3s2525050035205-020 2 Se 1958, 1954, 1955. 
Terribawsal Gomeeee eck ee ee 1953, 1954, 1955. 
United States Court of Military Appeals. ___...___-- 1953, 1954, 1955. 


Administrative Office of the United States Courts_... 1953, 1954, 1955. 


EXECUTIVE DEPARTMENTS AND INDEPENDENT AGENCIES 


Departments: 

Agriculture: 
Office of the Secretary. . =. ...:..---.----- 1953, 1954, 1955. 
artmental Administration -._........-- 1953, 1954, 1955. 
Office of the Solicitor__...............-.-. 1953, 1954, 1955. 
Agricultural Research Service. .........--- 1953, 1954, 1955, 
Federal Extension Service. --.........---- 1953, 1954, 1955, 
Foreign Agricultural Service. -.......--..- 1953, 1954, 1955. 
Commodity Exchange Authority -_........ 1953, 1954, 1955, 
Cota % f the Secretary (including Busi 1953, 1954, 1955 
ce of the inclu ness : . 2 

and Defense Services Administration, 


Office of Business Economics, Govern- 
ment Patents Board, and Air Coordi- 
nating Committee). 


Bureau of the Census. _..............-.-.-.. 1953, 1954, 1955, 
Coast and Geodetic Survey. =...:.-.....-- 1953, 1954, 1955, 
Bureau of Foreign Commerce. --....-..-- 1953, 1954, 1955, 
pe at er eed pals fob pee enn 1953, 1954, 1955, 
wo ES gh 1953, 1954, 1955, 
Health, Education, and Welfare: 
Columbia Institution of the Deaf_.......-. 1953, 1954, 1955. 
Office of the Secretary_............-....-.- 1953, 1954, 1955. 
Food and Drug A RET a a 1953, 1954, 1955. 
Howard University .-.=...---....-.---.-- 1953, 1954, 1955. 
Office of Education - -........-..-..-....- 1953, 1954, 1955. 
Office of Vocational Rehabilitation___.-_._- 1953, 1954, 1955. 
Public Health Service. .............------ 1953, 1954, 1955. 
St. Elizabeths Hospital_............-.--.- 1953, 1954, 1955. 
ial Security Administration ---.........- 1953, 1954, 1955. 
ce: 
Office of the Attorney General... __....... 1953, 1954, 1955. ~ 
Office of the Solicitor General pia ners pil ate AE AL 1988, 1984 1955. 
ty am eee sp tno a's AR ca Ba 1953, 1954, 1955. 
of nce oneee: eee 1958 1955. 
\ aad e, Tax, Criminal, Civil, Anti- 1953, 1 1955," 


YE ce States District Attorneys... 1953, 1954, 1985: 
Office of the United States Marshals_.-.... 19538, 1 


See footnotes at end of table. 


954, 1955. «> 


ad 
m9 


ie. 
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and agencies, the expenditures of which were audited centrally 
payee Say! Audit Branch S aucing the calendar Sie 1958, 15 1964, and 1966 (to 
une 10, 1956)-—-Continued 





EXECUTIVE DEPARTMENTS AND INDEPENDENT AGENCIES—continued 


ents—Continued 
Justice—Continued 






Federal Bureau of Investigation..........- 1953, 1954, 1955. 
Immigration and Naturalization Service.... 1953, 1954, 1955. 
oo OP rete a ee. S 1953, 1954, 1955. 
Office OF Sie DONOR oii ins cemiinca mene 1953, 1954, 1955. 
Office of the Solicitor__..............-.... 1953, 1954, 1955. 
Bureau of Apprenticeship Lodi alimiiadaisilbih tasmipboak sp 1953, 1954, 1955. 
Bureau of Employees’ Compensation....... 1953, 1954, 1955. 
Employees’ Compensation Appeals Board... 1953, 1954, 1955. 
Bureau of cam be ment Security..........- 1953, 1954, 1955. 
Bureau of Labor Standards._............. 1953, 1954, 1955. 
Bureau of Labor Statistics................ 1953, 1954, 1955. 


Bureau of Veterans’ Reemployment Rights- 1953, 1954, 1955. 
Wage and Hour and Public Contracts Divi- 


ELD GET FINE TOE NE IEE DET I 1953, 1954, 1955. 

WG © OPO. . cw cnnvscaacceadauacune 1953, 1954, 1955. 
SP = en i 1953, 1954, 1955. 
Interior: ! 

Office of the Secretary_................... ca» Br June 30, 

Gatlosions Survey . . .. .ncncacoscesscccnnn Do 

National Park Service... ......- ..ccwscnns Do, 

Uliee Of Territories... nko Do. 

Alaska Public Works................--..-. Do. 

Clearer on MieOKR ee Do. 

Governer of Hawaii... .. ccc ewece Do. 

Geverner of Guam... . cwcienmaene Do, 

Governor of American Samoa_.__........-- Do 









Virgin Islands Public Works.............. Do. 

State: All offices and bureaus in the continental 1953, 1954, 1955. 
United States except International Boundary 

and Water Commission and International In- 

formation Administration. 


ury: 
Office of the Secretary.................... 1953, 1954, 1955. 













Bureau of Accounts ®... ence 1953, 1954, 1955, 
Bureau of Public Debt !.............._ 2. 1953. to June 30, 1954. 
U. 8. Savings Bonds Division. -........... 1953, 1954, 1955. 
Internal Revenue Service_...............-. 1953, 1954, 1955. 
UB; Beret Barwloe ania ons cctinik’d ccd dn nici 1953, 1954, 1955. 
araats OF tie Ine. oe ee ee 1953, 1954, 1955. 
Independent cies: 
American Battle Monuments Commission... -.-_. 1953, 1954, 1955. 


Civil Service Commission (excluding the civil 1953, 1954, 1955. 
service retirement and disability fund). 








Commission on Fine Arts !_......._........... 1953 to ay: 30, 1954. 
Commission on Intergovernmental Relations.... 1953, 1954, 1 

Defense T rt Administration. _........... 1953, 1954, 1955. 
ee of lumbia Redevelopment Land Through June 30, 1953. 
Federal Civil Defense Administration .......... 1953, 1954, 1955. 
Federal Coal Mine Safety Board of Review....- 1953, 1954, 1955. 
Federal Communications Commission_---_...... 1953, 1954, 1955. 
Federal Mediation and Conciliation Service..... 1953, 1954, 1955. 


Federal Power Commission... ................- 1 


Bee footnotes at end of table. 
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and the which were audited centrally 
Lass oo Det Audis Browch during the calendar rare 1068, 1964, and 1068 ite 
une 10, 1956)—-Continued 


EXECUTIVE DEPARTMENTS AND INDEPENDENT AGENCIES—continued 
a agencies—Continued 


dian Claims Commission -~.-~..............- 1953, 1954, 1955. 
Interstate Commerce Commission...........-. 1953, 1954, 1955. 
National Capital Planning Commission... -_.._- 1953, 1954, 1955. 
National r Relations Board...........---- 1953, 1954, 1955. 
National Mediation Board__............--.--- 1953, 1954, 1955. 
National Science Foundation_............-.--- 1953, 1954, 1955. 
National Security Training Commission... - 1953, 1954, 1955. 
Renegotiation Board... ...................-. 1953, 1954, 1955. 
Securities and Exchange Commission. ~~ ---...- 1953, 1954, 1955. 
Selective Service System... ........-..-...--- 1953, 1954, 1955. 
Smithsonian Institution. ................----- 1953, 1954, 1955. 
Subversive Activities Control Board_-.._...._- 1953, 1954, 1955. 
eh ip ea lai ech eee NE 1953, 1954, 1955. 
Tax Court of the United States___...........- 1953, 1954, 1955. 


Veterans’ rp aac en Pe Veterans’ 1953, 1954, 1955. 
Education Appeals Boa 


Foreign Claims ecanene Ainaiebidih of the 1953, 1954, 1955. 
United States. 


1 The date shown is the termination date for — of ees for centralized audit prior to assign- 
ment of the activity for site or vey apni e sudit. The centralized audit, however, was not completed 


10% Bele Jule pag ee a the Marine Corps, other than military d civil 
fore mi and civi 
pensgpere non dy: Be a Riey Audit Branch, “Cleveland, Misce: be pet itary, pay was audited centrally in Weshing- 
il pay was audited at the location of ag ag 
s es oy addition to the audit work performed fab —* the Civil Audit Branch and the examination of 
civilian pay at the location of the payroll records, other audit work was performed at the site of —— 
and is more falls described in the section on the Department of the Treasury submitted separately 


Assigned oe re ve audit but conversion not —_ Except as noted below all Foes 
callous Sof be submitted for centralized audit in Washington, D.C. Audit work performed at the site 


. Examination ? insurance, educational, and compensation and pension activities in Washington 
me at selected field locations 


: —_ of Veterans’ Canteen Service. 
ay’ 


lls. 
4. All vouchers in St. Louis, Mo., di 
5. Veterans’ Administrati 


sbursing area. 
on centers in Denver, Colo., and St. Paul, Minn., and district office, 
Philadelphia, Pa., effective July 1, 1954. 


to site or comprehensive audit 


Depositary Accounts BRANcH, eos id or Avupits, GENERAL ACCOUNTING 
FFICE 


The Depositary Accounts Branch, located in Washington, D. C., has 


the functions of: 


1. Performing a centralized audit, reconciliation, and adjustment of all 
checking accounts of disbursing officers of the Government maintained with 
the Treasurer of the United States, Federal Reserve banks, or designated 
depositaries (United States or foreign currency), with the exception of the 
accounts involving corporate funds or which by law or regulation are required 
to be reconciled by the agencies concerned. 

2. Reporting to the Secretary of the Treasury all checks issued by dis- 
bursing officers of the Government which have remained outstanding for 1 
full fiseal year following the fiscal year of issue. 

8. Auditing the pertinent deposit fund accounts of the Secretary of the 
Treasury to determine that (a) the amounts of uncurrent checks were credited 
as reported, () all charges in the accounts for paid checks are proper and in 
agreement with the checks reported, and (c) all debit and credit adjustment 
entries in the accounts are proper. 

The audit and reconciliation of the checking accounts is performed on the 
basis of two sets of documents: (1) the monthly statement of depositary account, 
with yar {spp documents, submitted by the disbursing officer, and (2) statement 
of chec account, or bank statement, with abstract of deposits and payments, 


together with the paid checks, submitted by the Treasurer of the United States, 
or the bank. 
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\ "Phe average number of employees in this branch was 470 in calendar year 1953, 
450 in 1954, and 435 in 1955 to May 21. 
The following data are an indication of the workload of this branch: 














Calendar year 








1953 1055 to May 21 





Chieniins rennin ass oon 5. feinsag bowscnscccecnduccunaqubandeeell 337, 502,439 | 328, 609, 586 121, 367, 774 
ACOOUAS TOCUINIE 65. ins ch cc cin bce cet cescdseebesedewe 65, 649 50, 544 18, 363 




















There is a normal backlog of about 75 million checks on hand to be reconciled. 


EXAMINATION AND SeTrLeMEN? Brancu, Diviston or Avpits, 
GENERAL AccouNTING OFFICE 


The Examination and Settlement Branch, located in Washington, D. C., has 








‘ 2" the functions of: 
ae ane Receiving accounts submitted by disbursing and other accountable 
officers. 
2. Examining such accounts as to administrative approval and ment 





between transaction documents and summary accounting and related 
schedules submitted. 

3. Verifying computations of ‘mounts on vouchers covering such trans- 
eRe actions as internal revenue refunds, social security benefit awards, veterans 
ee benefit awards, reimbursement for travel expenses and purchases, etc. 
ie 4. Issuing certificates of settlement to the accountable officers based on 

data developed in the audit of vouchers, accounts, and reconciliation of check- 
ing accounts, and preparing demand letters, consolidated statements, and bills 
of particulars, whenever required. 

This Branch averaged 139 employees in calendar year 1953, 128 in 1954, and 112 
in 1955 to June 10. 

B gbe folowing data are an indication of the volume of work handled by this 
ranch: 























Calendar year 





1955 to 
1953 1954 June 10 















idbialnibete Maral OOS rail a eiioes fend iia indindntelbiaiaetie 9, 0, 388 3, 666 
PRUNING idiket pk dhh ccktocdgegatncsctnpens 7, 236, 6, 762, 871 2, 243, 333 
jeu Sgibilinwipdicesmnlgltiaen Sananbinemdate 1, 1, 925 175 














Executive Orrick or THE PRESIDENT 


The Executive Office of the President has not been assigned for comprehensive 
audit. All expenditure and regs = vouchers, except those relating to civilian 
pay, of the White House Office, Executive Mansion and Grounds, funds appro- 

riated to the President, Committee on Retirement Policy for Federal Personnel, 

ureau of the Budget, Council of Economic Advisers, and Office of Defense 
Mobilization, are submitted monthly to the General Accounting Office for audit 
at a central location. Disbursements and receipts relating to civilian pay are 
audited periodically at the location of the payroll records. All audit work in 
connection with the compensation of the President is audited centrally in the 
General Accounting Office. ; 

The National Security Council including the Central Intel ce Agency has 
not been assigned for comprehensive audit. All expenditure and receipt vouchers 


are audited at the site. 
INDEPENDENT AGENCIES 


Acrncres AuprTep CENTRALLY 
































































The independent agencies listed below have not been assigned for site or com- 
prehensive audit. All expenditure and receipt vouch ernie for those relating 
trally at General Account- 





to civilian pay, are submitted monthly for audit cen 
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ing Office. Disbursements to'civilian pay are audited | agp eted at the 
location where the accounts and ted records are maintain 
American Battle Monuments Commission 
Civil Service ‘civil-service retirement nd disability fund 
Commission on Intergovernmental Relations 
Defense Administration 
Federal Civil Defense Administration 
Federal Coal Mine Safety Board of Review 
Federal Communications Commission 
Federal Mediation and 2 Oe Eg Service 
Federal Power Commission 
Federal Trade Commission 
Indian Claims Commission 
Interstate Commerce Commission 
National Capital Planning Commission 
National La Relations Board 
National Mediation Board 
National Science Foundation 
National Security Training Commission 
tiation Board 
Securities and Exchange Commission 
Selective Service system 
Smithsonian Institution 
Subversive Activities Control Board 
Tariff Commission 
Tax Court of the United States 


Aromic Enercy Commission 


Audits of the Atomic Energy Commission and its predecessor, Manhattan 
Engineer Disteiet, have been made at the sites where records are maintained 
since the inception of the atomic energy program. Because over 95 percent of 
AEC’s expenditures represent cash advances or reimbursements to contractors, 
by far the greater part of the auditing work must. be done at contractors’ offices. 

hus, the audit of AEC takes place at 10 AEC operations offices, 15 AEC area 
offices, and over 100 contractors’ plants, which are located throughout the United 
States. Until fiscal year 1953, these audits were confined generally to an examina- 
tion of financial transactions. Beginning with fiscal year 1953, the comprehensive 
audit approach has been used. 

Because of the many individual audits, their variety, and their geographical 
dispersion, it has not been possible to schedule the overall AEC audit on a fiscal- 
period basis. Instead, each individual audit is scheduled separately, so that at 
any one time there may be a dozen or more audits in process, each covering differ- 
ent periods. At this time, the audits of all components of AEC have been com- 
piloted through fiscal year 1952 and the audits of many of the larger segments 

ave been completed through fiscal year 1954. Nearly all audits now in process 
are being made without regard to fiscal years, since the audit approach contem- 
plates mat a review and evaluation of procedures and activities in effect at 
the time of the audit with an examination of financial transactions covering the 
period from the date of the previous audit. 


Crvit AgRonavutics Boarp 


Periods covered by and completion dates of audits 


Calendar year 1953: 

Period of audit: Fiscal year 1953. 

Completion date of audit: July 16, 1954. 
Calendar year 1954: 

Period of audit: Fiscal year 1954. 

Commotion date of audit: January 31, 1955. 
Calendar year 1955: 

Period of of audit: Fiscal year 1955. 

Phases ner date of audit: June 30, 1956 (eatimated). 


ac ae See Nee Nie arreera at e etn tang de of 
Jaly 1, 1952. 
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Crvin Service Commission 
CIVIL SERVICE RETIREMENT AND DISABILITY FUND 


The Division of Audits, General Accounting Office, has audited the expendi- 
tures from the civil service retirement and ity fund as administered by 
the Civil Service Commission during calendar years 1953, 1954, and 1955 on a 
continuous basis. This work is done at the site. 

Expenditures for benefits and refunds payable from the retirement system 
administered by the Commission were examined to determine whether benefits 
were paid out of the proper appropriation and to eligible recipients in accordance 
with the requirements of applicable statutes, administrative regulations, and 
Comptroller General’s decisions. 


Fiscal periods covered by audit and dates of completion 





Calendar year Period covered Completed 





.| Last 6 pope fiscal year 1953, Ist 6 months of | Fiscal year 1953 in August 1953. 

year . 

Last 6 ry! * fiscal year 1954, Ist 6 months of | Fiscal year 1954 in August 1954. 

fiscal year 1955. 

1955 to June 20....] 5 months of fiscal year 1955. Fiscal year 1955 estimated com- 
pletion date, August 1955. 











Action taken by agency with respect to audit findings 

(a) Statistics —The following tabulation summarizes the action taken by the 
agency regarding overpayments and underpayments disclosed in our audit during 
fiscal years 1953, 1954, and 1955 (to May 31, 1955) and the projected savings 
based on life expectancy tables used by the Commission: 





Fiseal year 









































CoMMISSION OF FINE ARTS 


The Commission of Fine Arts was assigned for comprehensive audit effective 
July 1, 1954. The accounts are maintained for the Commission by the Office of 
the Secretary, Department of the Interior, The audit for fiscal year 1955 will 
be made after June 30, 1955, in conjunction with the audit of transactions of the 
Office of the Secretary. Audits of the Commission’s receipts and disbursements, 
except payrolls, for periods prior to July 1, 1954, were made centrally at the Gen- 
eral Accounting Office in Washington. Payrolis were audited at the site where 
the accounts are maintained. 


CoMMISSION ON ORGANIZATION OF THE ExEecuTIVE BRANCH OF THE 
OVERNMENT 


The above agency has not been assigned for comprehensive audit; however, all 
expenditures and receipt vouchers are audited b pepe at the location where 
the accounts and related records are maintained. 
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ECONOMIC STABILIZATION AGENCY 


Site audits were rage ec during calendar year 1953 of the Economic Stabili- 
zation Agency and its component agencies, the Office of Price Stabilization, Wage 
Stabilization Board, Salary Stabilization Board, Office of Rent Stabilization, and 
Railroad and Airline Wage Board. These agencies were terminated except for 
— purposes April 30, 1953. 

audits covering periods from inception September 24, 1951, to April 30, 
1953, were made pursuant to the Budget and Accounting Act, 1921 (31 U. 8. C. 
53) and the Accounting and Auditing Act of 1950 (31 U. S. C. 67). 

A report to Congress was made on August 27, 1954, relative to deficiencies in 
enforcement and other o tions which we observed during our examination of 
the Office of Price Stabilization. Even though this agency was no longer in 
existence we believed that a report of some of the weaknesses observed would be of 
value for future consideration in event price control programs are ever again 
instituted. 

Export-Import BANK oF WASHINGTON 
Periods covered by and completion dates of audits 


Calendar year 1953: 
Period of audit: July 1, 1951, through June 30, 1952. 
Completion date of audit: April 10, 1953. 
Period of audit: July 1, 1952, through June 30, 1953. 
Completion date of audit: April 22, 1954. 

Calendar year 1954: 
Period of audit: July 1, 1952, through June 30, 1953. 
Completion date of audit: April 22, 1954. 
Period of audit: July 1, 1953, through June 30, 1954. 
Completion date of audit: March 24, 1955. 

Calendar year 1955: 
Period of audit: July 1, 1953, through June 30, 1954. 
Completion date of audit: March 24, 1955. 


Feperat Deposit Insurance CORPORATION 


Audits performed by General Accounting Office during calendar years 1953 and 1954 
and period January 1, 1955, through June 20, 1955 


Calendar year 1953: 
Period of audit: fiscal year ended June 30, 1952. 
Completion date of audit: March 19, 1953. 
Calendar year 1954: 
Period of audit: Fiscal year ended June 30, 1953. 
Completion date of audit: May 24, 1954. 
Period January 1, 1955, through June 30, 1955: 
Period of audit: Fiscal year ended June 30, 1954. 
Estimated completion date of audit: June 30, 1955. 


FeperRaL Farm Crepit System 


Periods covered by and completion dates of audits 
The Federal Farm Credit System includes the following components which 
are subject to audit by the General Accounting Office: 
‘arm Credit Administration 
Corporations supervised: 
Federal intermediate credit banks (12) 
Production credit corporations (12) 
Federal Farm Mortgage Corporation (1) 
Banks for cooperatives (13) 
Agricultural marketing revolving fund 
Calendar year 1953: 
Period of audit: July 1, 1951, through June 30, 1952. 
Completion date of audit: June 3, 1 
Period of audit: July 1, 1952, thro June 30, 1953. 
Completion date of audit: July 8, 1954. 


18468—56——8 
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Calendar year 1954: 1A HOITARLUGATS QI MOROIT 
_. , Period of audit: July 1, 1952, thro June 30, 1953... 
- Completion date of audit: July 8, 1 Faerie 
Period of audit: July 1, 1953, through June 30, 1954. 
Estimated completion date of audit: Field audit work completed; report is 
being processed. 
Calendar year 1955: . 


Period of audit: July 1, 1953, through June 30, 1954. 
Estimated completion date of audit: Field work completed; report is being 


processed, 
Period of audit: July 1, 1954, through June 30, 1955. 
Estimated completion date of audit: After December 81, 1955. 


Foreign Opprations ADMINISTRATION 


The audit of the mutual security program now carried on by the Foreign 
Operations Administration was d He for comprehensive audit in February 
1952. The audit of Foreign Operations Administration is a continuous “on a 
ment in which audits are made of selected activities or functions either at a 

ven date or for a selected period of such activity or function, The audits are 

ased on data available at the Washington headquarters of the agency, supple- 
mented where practical by visits to the respective overseas missions of the agency. 

The Institute of Inter-American Affairs, although by statute a Government 
corporation, has been in effect an bs aicber. division of Ma Operations Admin- 
istration, and previously of the Technical Cooperation Administration, which 
was merged into the former agency. Audits of the Institute have been made 
on a fiscal year basis and reports thereon submitted to the Congress pursuant 
to the Government Corporation Control Act. 


Foreian Operations ADMINISTRATION 
Periods covered by and completion dates of audits 





Period of 
Activity or function audited samy | Comapetion date 
fiscal year 





CALENDAR YEAR 1955 





Obligating bases and related administrative practices, including obliga- June 10, 1055. 
tions of FOA reported under sec. 1311. 

Productivity program for France................. 1953-54 | Mar. 8, 1955. 
Pakistan wheat program... _.............-.....- t 1954 Mar. 2, 1955. 
Payments of ocean freight on relief supplies. i sii 1954 Feb. 15, 1055. 
Use of funds appropriated for multilateral ical assi 1954 Feb. 2, 1955. 
Review of control over appropriation limitations..........-..--..-...-..- 1954 Mar. 23, 1955. 
Special defense financing programs, Indochina and France... ...-. emteenaiel 1054 May 20, 1955. 


CALENDAR YEAR 1954 





Latin American operations (Institute of Inter-American Affairs)......... 1953 May 20, 1954. 
Obligations of mutual security Pay eg at June 30, 1953, deobli- |............ June 25, 1954. 
gated during 6 months ended . 31, 1953. 
Analysis of specia] program transactions_-.........-........-2-2.5.2-2--- 1954 Aug. 3, 1954. 
United States assistance program for India... --..........-...-.....-...- 1952-54 July 27, 1954. 
Special Christmas food Fa i (Operation Reindeer).......-..........- 1954 June 11, 1954. 
mtroiler activities of European missions. .................+-..--.--.+5- 1948-53 Oct. 6, 1954. 
Review of technical assistance contracts... ...............--..---2---...-- 1953-54 Sept. 24, 1054. 
Review of budget presentation to the Congress.......-......20.2.......- 1955 Nov. 12, 1954. 
Review of control over appropriation limitations.__..........4..-... 1953 Oct. 27, 1954. 
Strategic and basic materials program... .-....... 3 1952-53 February 1954. 
Borrowing authority, loan and guarantee program. = 1952-53 | March 1954. 
Compliance with personnel ceilings__..........-~.. ETE Peete ss 1954 November 1954. 
Allocation of expenses between program and administrative funds. . 1954 ber 1954. 






CALENDAR YEAR 1953 


Latin American Operations (Institute of Inter-American Affairs). ...... 1952 June 10, 1953. 
Administrative and operating procedures of Technical Cooperation 
PI icin cin cic iain ia Leet acaieipaipan taeda eae saalamn lads 1952-53 Fae nd 1953. 

Propriety of charging overseas program direction costs to program funds_/ 1952-53 | 1953. 
Statutory authority for foreign post differentials paid to point 4 em- |. 

arene bs aicheague jaiacecn ss ai OID Da cerdiekcdrveer sens te Bibg~ see 1952-53 | May. 1953. 
A istrative procedures of the Mutual Security Agency ...---..-..... 1952-53 Various. 
Review of control over appropriation limitations.............2.22.50.0... +1952 > | Aug. 12, 1953. 


Lump-sum ag of accrued annual leave... Sean 1953 April 1953. 
Compliance with 10-percent loan requirement_.._..............-......-- 1953 ay 1953. 
Inventory purchases of zine kas 1953 October 1953. 























































Audits in process 
. | Period. of | Com date 
Activity or funetion audited eee potion 
Latin American PES (institute of Inter-American. Affairs), Ea abepant 1954 July 1955. 
wey of Siaies asastance progra EES ee ee ie ai AR Sa ANE BM 1954 Do. 
program for Pakistan._...........2......2...... 1952-55 Do. 
United Staves program ed Fg SET EF ia aoa —s October 1955. 
sian program for Gees * mivssuteaassamacionaaeastenes Be" 8 
United States assistance program for Israel_._.......--............-...4-}.-..------. ). 
United States commitments with iene, Payments Union........... 1950-54. | August 1955. 











1 To be supplemented by audit work in the respective countries. 
GENERAL SERvicES ADMINISTRATION 


During the calendar years 1953, 1954, and 1955 to date, the General Services 
Administration (GSA) has been under comprehensive audit by the General 
Accounting Office. GSA funetions through 2 organization levels; namely, 
(1) a central office in Washington, D. C., ca (2) 10 regional offices in various 
four of the country. Its numerous activities are controlled and directed by 
our 0 ting services as follows: 

i cy Procurement Service, which is responsible for the procurement 
uk administ ration of cee v8 critical materials in the national stockpile, 
and the development of Ey pepe for minerals, metals, and other 
materials under the Delon oduction Act of 1950. 

2. Public Buildings Service, which is responsible for activities affecting acquisi- 
tion, utilization, construction, repair, management, disposal, and other aspects 
of Government owned or controlled real property. 

3. Federal Supply Service, which is responsible for the activities affectin ng 
procurement, storage, issue, utilization, disposal, and other aspects of person. 
property management in the Federal Government. 

4. Archives and Records Service, which is concerned with activities relating to 
the management and preservation of Federal records. 

In our conduct of the audit of GSA, we have selected what we consider the more 
important activities of the operating services and have subjected them to an 
analytical and critical examination in line with the objectives of the comprehensive 
audit program. Analysis of recordkeeping and accounting procedures of the 
agency has generally been limited to the activities selected for review. Our work 
has — — at the central office and to a varying degree, at the GSA 

ional offices. 


Audits performed during the period January 1, 1953, to June 20, 1955: 


EMERGENCY PROCUREMENT SERVICE 


Strategic and critical materials (stockpiling) program: 
Period covered: Fiseal year 1952 and fiscal year 1953. 
Date of completion: September 28, 1954. 
Period covered: Fiscal year 1954 and fiscal year 1955. 
Date of completion: October 1955 (estimated). 
Defense production activities (including former Defense Materials Procurement 


): 
Period covered: From inception of program, December 29, 1950, to June 30, 


Date of a October 1955 (estimated). 
Abaca 


Peri imal Ad Fiscal year 1955. 
Date of completion: January 1956 (estimated). 


PUBLIC BUILDINGS SERVICE 


Buildings management fund: 
Period covered: Poon inception Seay January 1, 1953, to June 30, 1953. 


Date of completion! March 14, 1 
Period covered: Fiscal year 1954, 
note of completion: June 1955. 
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—- leasing, construction and repair, disposal, and buildings management 
activities: 


Period covered: Fiscal year 1952 and fiscal year 1953. 
Date of completion: March 1955. 
National industrial plant and equipment reserve activi 
Period covered: Not related to specific fiscal A ee of current 


policies, procedures, and practices 
Date of completion: a: September 1955 (estimated). 
Concessions: 


Period covered: Not related to specific fiscal period—Review of current 
policies, procedures, and practices. 
Date of completion: : September 1955 (estimated). 
Surplus real property: 
Period covered: Not related to speenfie fiscal period—Review of current 
policies, procedures, and practices. 
Date of completion: September 1955 (estimated). 


FEDERAL SUPPLY SERVICE 
Was whee 0 fund: 
covered: ‘July 1, 1949, to June 30, 1953. 
Dats of completion: June 1955. 
Period covered: Fiscal year 1954 and fiscal year 1955. 
Date of completion: January 1956 (estimated). 
poe -e procedures and practices in the establishment of Federal supply 
schedules: 
Period covered: Not related to specific fiscal period—most recent schedules 
to be selected for review. 
Date of completion: October 1955 (estimated). 


OTHER 


Review of operations of GSA Board of Review: 
Period covered: Fiscal vear 1954. 
Date of completion: November 30, 1954. 
er of transactions affecting settlement of accounts with accountable 
officers: 
Period covered: Fiscal year 1952 and fiscal year 1953. 
Date of completion: May 1954. 
Period covered: Fiseal year 1954, 
Date of completion: June 1955. 
Period covered: Fiscal year 1955. 
Date of completion: October 1955 (estimated). 
Examination of reports submitted under section 1311, Supplemental Appropria- 
tion Act, 1955: 
Period covered: June 30, 1954, balances, 
Date of completion: April 11, 1955. 


Hovstne anp Home Finance AGENcY 


All activities of the Housing and Home Finance Agency are audited on a com- 
rehensive basis. With the exception of the Office of the Administrator and the 
ome Loan Bank Board, the various agencies of HHFA are subject to audit 
under the Government Corporation Control Act. These consist of the Federal 
Home Loan Banks, the Federal Savings and Loan Insurance Corporation, Federal 
Housing Administration, Federal National Mortgage Association, and Public 
Housing Administration. 

Periods covered by audit work and completion dates are summarized below: 


Office of the Administrator: 

Calendar vear 1953: 
Audit for 1952 fiscal year: Completed July 1953. 
Aucit for 1953 fiscal year: Completed June 1954, 

Calendar year 1954: 
Audit for 1953 fiscal year: Completed June 1954. 
Audit for 1954 fiscal year: Completed April 1955. 

Calen ar year 1955: 
Aucit for 1954 fiscal year: Completed April 19 
Audit for 1955 fiscal year: Estimated cceanlotion date, January 1956. 





Calendar year 1953: 


THE GENERAL ACCOUNTING OFFICE 109 


Home Loan Bank Board, the 11 Federal home loan banks, and Federal Savings 
and Loan Insurance Corporation: 


Audit for 1952 fiseal year: Completed January 1953. 
Audit for 1953 fiscal year: Completed April 1954. 


Calendar year 1954 


Audit for 1953 fiscal year: Completed April 1954. 


Audit for 1954 fiseal year: Estima 


Calendar year 1955: 


ted completion date, August 1955. 


Audit for 1954 fiscal year: Estimated completion date, August 1955. 
n: 


Federal Housing Administratio 
Calendar year 1953: 


Audit for 1952 fiscal year: Completed February 1953. 
Audit for 1953 fiscal year: Completed December 1954. 


Calendar year 1954: 


Audit for 1953 fiscal year: Completed December 1954. 


Audit for 1954 fiscal year 
Calendar year 1955: 
Audit for 1954 fiscal year 


Audit for 1955 fiscal year: Estimated 


: Estimated completion date, September 1955. 


: Estimated completion date, September 1955. 
completion date, August 1956. 


Federal National Mortgage Association: 


Calendar year 1953: 


Audit for 1952 fiscal year: Completed February 1953. 


Audit for 1953 fiscal year: Co 


Calendar year 1954: 


Audit for 1953 fiscal year: 


mpleted April 1954. 
Completed April 1954. 


Audit for 1954 fiscal year: Completed March 1955. 


Calendar year 1955: 


Audit for 1954 fiscal year: Completed March 1955. 


Public Housing Administration: 
Calendar year 1953: 
Audit for 1952 fiscal year: Completed March 1953. 
Audit for 1953 fiscal year: Completed December 1954. 
Calendar year 1954: 
Audit for 1953 fiscal year: Completed December 1954. 
Audit for 1954 fiscal year: Estimated completion date, July 1955. 
Calendar year 1955: 
Audit for 1954 fiscal year: Estimated completion date, July 1955. 
Audit for 1955 fiscal year: Estimated completion date, March 1956. 


Nationat Apvisorny CommMiTrer FoR AERONAUTICS 


Audits of the National Advisory Committee for Aeronautics have been made 
on the comprehensive basis inning with fiscal year 1953. 

Pursuant to a request by the Subcommittee on Independent Offices of the 
House Committee on Appropriations, a comprehensive survey of the agency 
was completed in February 1953. 

Following is a summary of the audit work done in 1953, 1954, and 1955 to date. 


Calendar year 1953: 
iod of audit: Comprehensive survey. 
Completion date: February 20, 1953. 
Period of audit: Fiscal year 1953. 
Completion date: December 1953. 
Calendar year 1954: 
Period of audit: Fiscal year 1954. 
Completion date: December 1954. 
endar year 1955: 
Period of audit: Fiscal year 1955. 
Completion date: September 1955 (estimated). 
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National Caprrau Housrne AurHoriry 




















Calendar year Period of audit Completion date of audit 
EAS ae Pir, eee eee eRe er Fiscal year 1952.............] Apr. 24, 1953 (H. Doe, 134, 834 Cong.). 
----| Fiscal year 1953. .........-.. Dee. 31, 1954 . Doe. 52, 84th Cong.). 
Fiscal year 19544............ | June 30, 1955, 








! An audit of the National Capital Housing Authority is made annually by the PHA Audit Branch. We 
have reviewed the PHA anditors’ work made selected reviews and otherwise satisfied ourselves 
that a proper audit was made for the 1954 fiscal year. 


NatTionaL Caprrau SesQuicBNTENNIAL COMMISSION 


The National Capital Sesquicentennial Commission, established in 1949, ex- 
ired, by operation of law, on December 31, 1952, and the Department of the 
easury was designated as the liquidating agency. An examination of the records 
transferred to the egy 4 agency disclosed that substantially all of the Com- 
mission’s unexpended funds had been returned to the Treasury by June 30, 1953. 
Audit work on this agency during the calendar year 1953 was performed at the 
site and covered the period September 1952 through June 30, 1953. This work 
was completed in November 1953. 
No recommendations were made, 


Rartroap RetrreMentT Boarp 














Work 
per- Fiscal 
Date of completion of audit formed year 
in calen- | covered 
dar year 
Dior 90: WA sii ccctesnssa ea i ad, Cai AL tek 1953 1952 
pS RS FE ES Gl RL AAD OE EEE 1533 1953 
BIS 5d nig hie scrceponisioiinecemnst men cn tnpaptiehenadiodanss babe adeeb meatal deal ae 1954 1953 
Dak. 55, TOSS NN oi ce sicn cick ckbiighcdcgcinbdgjhnistacendapainswlnns tbekse 1954 1954 
ci iennepbinerelhio etnias eels aa eidaliiea Mibu aieds otte: 1955 1954 
BID. chciddindtrttinngisdanypabinmbesadinte a«s-| ©1055 1955 














The audits of the Railroad Retirement Board include the objectives and pro- 
cedures prescribed for comprehensive audits of Government corporations and 
agencies. Special attention been given to the appropriations from the general 
fund of the Treasury for military service credits and the financial interchange 
arrangement with the social security system, 


RECONSTRUCTION Finance CoRPoRatTION ® 
Periods covered by and completion dates of audits 


Calendar year 1953: 
Period of audit: July 1, 1951, through June 30, 1952. 
Completion date of audit: March 12, 1953. 
Period of audit: July 1, 1952, through June 30, 1953. 
Completion date of audit: May 4, 1954, 

Calendar year 1954: 
Period of audit: July 1, 1952, through June 30, 1953. 
Completion date of audit: May 4, 1954. 
Period of audit: July 1, 1953, through June 30, 1954. 
Completion date of audit: April 18, 1955. 

Calendar year 1955: 
Period of audit: July 1, 1953, through June 30, 1954, 
Completion date of audit: April 18, 1955. 
Period of audit: July 1, 1954, through June 30, 1955. 
Estimated completion date of audit: After December 31, 1955. 


§ Reconstruction Finance Corporation included the synthetic rubber, tin, and abaca through 
June 30, 1954. On that date, the synthetic rubber and tin programs were translerred to the newly ereated 


Federal Facilities Corporation in the Treasury Department, and the abaca program was to 
the General Services Administration. 
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Rupsper Propucine Faciuities Disrosau Commission ‘ 
Periods covered by and completion dates of audits 


Calendar year 1954: 
Administrative - 
Period of audit: August 7, 1953, through June 30, 1954. 
Completion date of audit: September 3, 1954. 
sag") year 1955: 


pecial examination of disposal pow 
Period of audit: August 7, 1953, through January 24, 1955. 
hiner om date of audit: March 3, 1955. 
Recomm tions: None. 


SmaLL Business ADMINISTRATION ° 
° 
Periods covered by and completion dates of audits 
Calendar year 1954: 
Period of audit: July 30, 1953, through June 30, 1954. 
Estimated completion date of audit: July 31, 1955. 
Calendar year 1955: 
Period of audit: July 30, 1953, through June 30, 1954. 
Estimated completion date of audit: July 31, 1955. 
Period of audit: July 1, 1954, through June 50, 1955, 


Estimated completion date of audit: After December 31, 1955. 
Recommendations: None. 


Smatt Derense PLants ADMINISTRATION * 


Periods covered by and completion dates of audits 


Calendar year 1953: 
Period of audit: July 31, 1951, through July 31, 1953. 
Completion date of audit: August 18, 1954. 
year 1954: 
Period of audit: July 31, 1951, through July 31, 1953. 
Completion date of audit: August 18, 1954. 
Recommendations: None. 


TENNESSEE VALLEY AUTHORITY 


Audits performed be General Accounting Office during calendar years 1953 and 1954 
and period January 1, 1955, through June 20, 1955 


Calendar year 1953: 
Period of audit: Fiscal year ended June 30, 1952. 
Completion date of audit: February 2, 1953. 
Calendar year 1954: 
Period of audit: Fiscal year ended June 30, 1953. 
Completion date of audit: tember 16, 1954. 
Period January 1, 1955, through June 30, 1955: 
Period of audit: Fiscal P hail ended June 30, 1954. 
Estimated completion of audit: July 15, 1955. 


Unirep States INFORMATION AGENCY 
Periods covered by and completion dates of audits 


The United States Information Agency (USIA) was established as an inde- 
pendent agency, effective August 1, 1963, by Reorganization Plan No. 8 of 1953 
pursuant to the provisions of the Reo ization Act of 1949. The Agency was 
established to conduct international information p ms which previously had 
been administered by the Department of State and the Mutual Security Agency. 





August 7, 1953 (67 Stat. 408). 


4 Created 
‘eed Tey et ek St 
* Created July 31, 1961 (65 Stat. 131), and expired July 31, 1953. 
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The Agency has been assigned for comprehensive audit and audit work is bei 
oe nf the site where the accounts and related records are maintained. ag 


Calendar year 1954: ; 

Period of audit: August 1, 1953, to June 30, 1954. 

Estimated completion date: December 31, 1955. 
Bes Calendar year 1955: 
it ee Period of audit: August 1, 1953, to June 30, 1954. 
ieee oe Estimated completion date: December 31, 1955. 

5 ae Period of audit: Fiscal year 19565. 

Estimated completion date: June 30, 1956. 


































VeTerans’ ADMINISTRATION AND VETERANS’ EpvucaTion Appgats Boarp 


The Veterans’ Administration has been for comprehensive audit but 
the conversion is not complete. The Veterans ucation Ap Board has 
not been assigned to comprehensive audit. Except as noted below, all vouchers 
on these two agencies continue to be submitted for centralized audit in Washing- 
ton, D.C. Audit work performed at the site consists of: 

1. Examination of insurance, educational, and compensation and pension 
activities in Washington and at selected field locations. 
2 sa SN audit of Veterans’ Canteen Service. 
. Payrolls. 
4. All vouchers in St. Louis, Mo., disbursing area. 
5. Veterans’ Administration centers in Denver, Colo., and St. Paul, Minn.., 
and district office, Philadelphia, Pa., effective July 1, 1954. 





VETERANS’ ADMINISTRATION 


Periods covered by and completion dates of audits during calendar years 1958, 1954, 
and 1955 to date 




















Completion 
Veterans’ Canteen Service, audited und 
ment Corporation Control Act (31 U. 8. C. 841): 
Calendar year 1953... Fiscal year 1952 June 22, 1953 
Calendar year 1954... r Mar. 3, 1954 
ee CEs ESSEC ee ae 2 Mar. 23, 1955 
Audit of disbursements: 
VA regional offices, hospitals, and domiciliaries in 
the St. Louis disbursing area: 
COMME FOI TIO assis pi dite ccna c dns cutncese Fiseal year 1962_.............. ...| May 13, 1954 
Calender volt W666 o.5055555 hee Fiscal year 1963... ............-- June 13, 1955 
CNN DUNT SOs ciccnudscevcnceseusaundnesas Fiseal year 1954. ............- ...}' June 30, 1956 
VA centers in Denver, Colo., and St. Paul, Minn., | Fiscal year 1955................- Do.* 
and Philadelphia, ba., district office: Calendar 
year % 
Review of insurance program operations: 
CHIE WORE TI ics en naicacs wimnidwewndcavcnsenes Selected in process and closed | Oct. 31, 1953 
cases and related transactions. 
CS SON TEN io ccc cucncounpemateneencancioaienahll seals ates ee Alea Sates Oct. 31, 1954 
Calendar year 1955..........-.- pcbbvnintgtiaskide se 1955 operations.._..............- Oct. 31, 1955 
~~ of compensation and pension program opera- 
ms: 
Copenstian Poor TUR... 252s - donne ¢-ctee~csh pas enes in process and closed | Dec. 31, 1954 
cases and related transactions. 
I I iis avin tikdcngncnablacsiavadtacaed WE simtisnwncchantipepbiendteisar Do. 
Review of vocational rehabilitation and educational pro- 
ee ° a under Public Law 550, 82d Cong. (38 
VA regional office, Washington: Calendar year 1954.} Current operations.............- June 30, 1954 
11 other VA regional offices: Calendar year 1955.....|..... Ti cuhntienghRah siimxcacete t Oct. 31, 1955 
Review of veterans’ loan — operations, veterans 
estes office, District of Columbia: Calendar year |-.-... BOs cnnginesewsaen asea--cnesee} May 31, 1955 











i Estimated. 
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Foreren Criaims Serrtement ComMIssIiON OF THE UNITED SratTes 


The Foreign Claims Settlement Commission of the United States (FCSC) was 
established by Reorganization Plan 1 of 1954, effective July 1, 1954. The plan 
rovided for the transfer to FCSC, effective July 1, 1954, of all thefunctions of the 
ormer War Claims Commission and the International ms Commission of the 
United States, both of which were abolished on that date. The plan also provided 
for the transfer to FCSC of certain related functions of the Department of State. 
This agency has not been assigned for comprehensive audit; however, all expendi- 
ture and receipt vouchers are audited centrally at the Department of State. 


Jupic1aL BrRancu 


The judicial branch is comprised of the courts of the United States and the 
Administrative Office of the United States Courts. All expenditures and receipts, 
except P mad gery are audited centrally in the General Accounting Office. Payrolls 
are audited at the place where the records are maintained. 


LEGISLATIVE BRANCH 


Audits of the accounts of the legislative branch during calendar years 1953, 
1954, and 1955 to date, were made by central audit in the General Accounting 
Office,’ except as hereinafter indicated. Audits of payrolls of the United States 
Botanic Gardens, the General Accounting Office, and the Library of Congress 
were made periodically at the locations of the records. Other audits were made at 
the site either pursuant to requirements of law or at the specific request of respon- 
sible administrative officials. 

The audit of the Government Printing Office has been on a comprehensive 
basis beginning with the fiscal year 1954, based on provisions of the islative 
Appropriation Act, 1954 (67 Stat. 331). 

Audits of the accounts of the Sergeant at Arms, House of Representatives, were 
oN at the site in accordance with provisions of the act of July 2, 1949 (2 U.S. C. 
62b). 

Audits of the House of Representatives restaurant, under the Architect of the 
Capitol, were made at the site in accordance with provisions of the act of October 9, 
1940 (40 U.S. C. 174k). 

Other audits at the site were made at the specific request of the chairman, 
Senate Committee on Rules and Administration, the chairman, Joint Committee 
on Atomic Energy, the Secretary of the Senate, and the Clerk of the House. 

The audits were made pursuant to the Budget and Accounting Act, 1921 (31 
U. 8. C. 53), and the Accounting and Auditing Act of 1950 (31 U. 8S. C. 67). 
There are no instances where an audit required by law has not been or is not 
being made, or the audit has not been of the scope required by law. 

The schedule and accompanying notes give the status and explanations of 
audits of the legislative branch performed at the site during calendar years 1953, 
1954, and 1955 to date. Reports on these audits are rendered when required by 
law or requested by an appropriate official. 


7 Civil Audit Branch. See p. 249. 
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THE ‘GENERAL ACCOUNTING OFFICE 115 
OTHER AUDIT WORK — 


GOVERNMENT OF THE District of CoLUuMBIA AND THE District or CoLUMBIA 
2 ae RepsveLopmEenT Land AGENCY 


Periods covered by and completion dates of audits 

= mi ery Columbia government was designated for comprehensive audit 
on June 12, ¥ 

In general, the audit work is divided between centralized or transaction and 


pe hee or agency audits. 

centralized or transaction audit involves a survey of payroll and voucher 
policies and procedures and the verification of such transactions. It also involves 
a survey of FP mma and procedures with respect to the various local District 
taxes and other revenues, and the verification of such transactions. The scope 
of this phase of our work includes a review of the centralized accounting controls 
for cash, appropriations, and expenditures. 

The centralized or transaction audit forms the basis for the clearance of the 
District Disbursing Officer, Certifying Officer, and the Collector. This work 
also forms the basis for the preparation of our reports covering our review of the 
District’s report on appropriation balances, section 1311, Public Law 663 (68 
Stat. 830), and our reports covering our review of the District’s report on cash 
transactions prescribed by Treasury artment Circular No. 940 of February 17, 
1954 (Form 584). 

The department or agency audits involve the various municipal programs and 
operations at the department or agency level. In certain instances, these audits 
are further divided into smaller units such as the verification of an industrial or 
revolving fund, a single program such as the water distribution system, or a 
single institution within a department. 

e following is a summary of these audit activities by calendar years: 
Work performed during the calendar year 1953 

1. Clearance of the accounts of the District Disbursing Officer for the fiscal 
year ended June 30, 1951, was completed. 

2. Clearance of the accounts of the Collector of Taxes for the fiscal year ended 
June 30, 1951, was completed. 

3. The clearance of the accounts of the special disbursing officer for inmate and 
welfare funds, Department of Corrections, for the fiscal year ended June 30, 1951, 
was completed. 

4. The clearance of the accounts of repens disbursing officer for the District 
of Columbia Unemployment Compe n Board for the fiscal year ended 
June 30, 1951, was completed. 

5. The completion of a cursory overall survey of basic fiscal policies and pro- 
cedures of the District as a whole. 


Work performed during the calendar year 1954 

1. Clearances of the accounts of the District Disbursing Officer for the fiscal 
years ended June 30, 1952, and June 30, 1953, were completed. 

2. Clearances of the accounts of the Collector of Taxes for the fiscal years ended 
June 30, 1952, and June 30, 1953, were completed. 

3. Clearances of the accounts of the special disbursing officer for inmate and 
welfare funds, ment of Corrections, for the fiscal years ended June 30, 1952, 
and June 30, 1953, were completed. 

_ 4, The audit of the District. of Columbia Unemployment Compensation Board 


and the clearance of the accounts of the special disb officer for such funds 
for the fiscal years ended June 30, 1952, and June 30, 1953, were completed. 
5. A survey of real estate assessment policies and ures together with a 


report of our findings and recommendations was completed. 

6. A. survey of the Department of Sanitary Engineering was begun. 

ork performed during the calendar year 1955 to date 
’ 1, Clearance of the accounts of the District Disbursing Officer for the fiscal 
year ended June 30, 1954, will be co ted by June 30, 1955. 

2. Clearance of the accounts of the of Taxes for the fiscal year ended 


30, 1 
of SDitste Pat 


special disbursing officer for inmate and 
umbia hoe ye brs Compensation Board 





ons, for the fiscal year ended June 30, 1954, 


4. 


é audit ( 
and the clearance of the accounts of the 
for the fiscal year ended June 30, 1954, be completed by June 30, 1955. 





d 
| 
5 
5 
: 
: 
n 








116 THE GENERAL ACCOUNTING OFFICE 





5. A review of the basic oe and accounting policies and procedures to- 
gether with a draft of a report of our findings and recommendations related there- 
to has been completed and is in process of review. 
6. A survey and audit of the Redevelopment Land Agency is in the initial 
~~ of progress. The completion date is estimated to be November 1955. 
. The survey of the Department of Sanitary Engineering has been completed, 
— report of findings and recommendations will be completed by October 


8. A survey of the Highway Department has been started and will be completed 
within the calendar year 1955. 

9. A survey and audit has been started for the industrial operations in the 
Department of Corrections. This work will be completed within the current 
ealendar year. 


Goreas Memortat Instrrute or Tropical AND PREVENTIVE MeEpictNne, INc. 


Audit performed by General Accounting Office during calendar years 1958 and 1954 
and period January 1, 1955, through June 20, 1955 


Calendar year 1953: 
Period of audit: Fiscal year ended June 30, 1953. 
Completion date of audit: December 31, 1953. 
Calendar year 1954: 
Period of audit: Fiscal Pn ended June 30, 1954. 
Completion date of audit: December 31, 1954, 
Recommendations: None. 





































GoverNnMENT Services, Inc. (Inctupinc Emptoyer RETIREMENT AND BENEFIT 
Trust Funp) 


Audits performed by General Accounting Office during calendar years 1953 and 1954 
and period January 1, 1955, through June 20, 1956 


Calendar year 1953: 
Period of audit: Year ended December 31, 1952. 
Completion date of audit: April 20, 1953. 

Calendar year 1954: 

Period of audit: Year ended December 31, 1953. 
Completion date of audit: April 12, 1954. 
Period January 1, 1955, through June 30, 1955: 
Period of audit: Year ended December 31, 1954. 
Completion date of audit: April 19, 1955. 
Recommendations: None. 





Panama CanaL Company——CaNaL ZONE GOVERNMENT 


The audit for the fiscal year ended June 30, 1952, was the first comprehensive 
examination of the whole Panama Canal enterprise ever made by the General 
eg tee aaa, age This audit covered the first year of operations under the act 
of September 26, 1950, which required a reorganization of the Panama Canal 
agency and the Panama Railroad Company. The nization was effective 
July 1, 1951, and the names were changec to Canal Zone Government and Panama 
Canal Company. In prior years, pursuant to Federsl law, audits of the Panama 
Canal agency had dealt principally with the examination of cash receipts and dis- 
bursements and their application to the various appropriation or other fund 
accounts. Audits of the Panama Railroad Co y separately made for the 
years 1945 through 1951, were similar in scope to t $52 examination. Recom- 
mendations contained in our audit report for the fiscal year 1952 are ted in 
the audit report for 1953, and summarized in the report for 1954. e 1954 
audit report contains two new recommendations to the Con " 

At the request of both of the Committees on Appropriations of the Congress, 
representatives of the General Accounting Office gave mony at the aerate 
held on the Civil Functions, Department of the Appropriation Bill, 1 
The House and Senate hearings were held in January an arch 1953 eine. 
tively. | The testimony covered all the important matters contained in the 1952 
audit report, the Report on a Survey of , erie | Government Activities 
and Related Facilities in the Canal Zone ae Aen an ome oe 
Survey of the Health Bureau of the Canal Zone Government, June 30, 1 As 
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a result of these hearings, the committees: the use of Canal Zone 
Government and Panama Canal Company for certain p and in 
their reports directed that the Governor and Board of Directors take immediate 
steps to correct certain conditions and submit special reports to the committees 
before January 1, 1954. 

In June and vg A representatives of the General Accounting Office pre- 
sented at ore Subcommittee No, 3, Panama Canal, of the Committee 
on Merchant Marine and Fisheries, House of Re ntatives, testimony on the 
recommendations made to the ey omy the ident, and the Board of Di 
of the Company in our 1952 and 1953 audit reports and other related reports. 

During November and December 1954 representatives of the General Account- 
ing Office worked with the staff of the Committee on Government Operations, 
United States Senate, in qrreparing staff memorandum No. 83-2-34, issued Decem- 
ber 31, 1954, entitled “ ajor Defficiencies in the Organization and Operation of 
the Panama Canal Company and Canal Zone Government as Disclosed by Audit 
Reports of the Comptroller General of the United States.” This memorandum 
is a condensation of our audit reports for 1952 and 1953, and other pertinent 
information available as a result of our field work on the 1954 audit. e mem- 
orandum was prepared for the use of the members of the Committee on Govern- 
ment Operations, United States Senate. 

On June 7, 1955, Senator Magnuson, Chairman of the Senate Interstate and 
Foreign Commerce Committee, introduced a bill (S. 2167) providing, among other 
things, for the transfer of the supervision and direction of the Panama Canal 
Company and Canal Zone Government from the Secretary of Army to the Secre- 
tary of Commerce. Many of the provisions of this bill carry out the intent and 

voce of some of the recommendations contained in our audit reports for the 
ast ears. 

On June 20, Mr. Garmatz introduced H. R. 6917, a bill to provide that certain 
expenses of the Panama Canal Company and the Canal Zone Government shall 
be paid from tolls and for other purposes. In our 1954 report we recommended 
that business activity losses be included in the calculation of toll rates. 

Periods covered by audit work and completion dates are summarized below: 


Calendar year 1953: 
Audit for fiscal year 1952: Completed July 1953, 
Audit for fiscal year 1953: Completed July 1954. 
Calendar year 1954: 
Audit for fiscal year 1953: Completed July 1954. 
Audit for fiscal year 1954: Completed May 1955. 
Calendar year 1955: 
Audit for fiscal year 1954: Completed May 1955. 
Audit for fiscal year 1955: Estimated completion date, February 1956. 





Exuisit 8 


GeneRAL ACCOUNTING OFFICE, 
Division or AvpiIts, 
Washington 25, April 1964. 


PurRPosEs AND OBJECTIVES OF COMPREHENSIVE AUDITS 


As an agent of the legislative branch of the Government, the Comptroller 
General has from time to time been given extremely broad statutory authority to 
review the activities of executive agencies. Important among the various statutes 
are sections 312 (a) and 313 of the Budget and Accounti ct, 1921, section 206 
of the Legislative Reorganization Act of 1946, section 206 (c) of the Federal 
Property and Administrative Services Act of 1949, and, most Derr | sections 
111 (d) and 117 (a) of the Budget and Accounting Procedures Act of 1950. Audit- 
ing on a e basis was instituted by the Comptroller General of the 
United States in 1949 as a means of more effectively discharging the audit responsi- 
bilities placed on him by law. 


PURPOSE OF THE COMPREHENSIVE AUDIT 
Stated as simply as possible, the purpose of the comprehensive audit is to 


determine how well the icy or activity under audit has discharged its financial 
responsibilities. Financial responsibilitics in this ease are construed as including 








a 
ad 
2 
2 
le 
fe) 
* 
4 
i 
2 
z 
2 














118 THE GENERAL ACCOUNTING ‘OFFICE 


the expenditure of funds and the utilization of property and in the 
furtheranee only hiner aes activities and the co rs pon 
or activities in ‘an effective, t, and economical manner, 


AUTHORITY 


Congressional authority for audits with this objective clearly exists in the 
legislative history of the Budget and Accounting Act, 1921, and the Accounting 
and Auditing Act of 1950. 

Section 312 (a) of the Budget and Accounting Act, 1921, states: 

.. “The Comptroller Gen shall investigate, at seat of Government or 
elsewhere, all matters ngetna 0 the receipt, disbursement, and application of 
public funds” (42 Stat. 24, 31 U.S, C. 71). 

Section 117 (a) of the Accounting and Auditing Act of 1950 provides that: 

‘Except as otherwise specifically provided by law, the financial transactions of 
each executive, legislative, and judicial agency, including but not limited to the 
accounts of accountable officers, shall be audited b General Accounting 
Office in accordance with such pepaipies and ures and under such rules 
and regulations as may be prescribed by the Comptroller General of the United 
States. In the determination of auditing P ures to be followed and the 
extent of examination of vouchers and other documents, the Comptroller General 
shall give due regard to generally accepted principles of auditing, including con- 
sideration of the effectiveness of accounting organizations and systems, internal 
audit and control, and related administrative practices of the respective agencies’’ 
(64 Stat. 837; 31 U.S. C. 67). 


AUDIT OBJECTIVES 


In order that the full responsibility of the General ae Office in the 

audit of a Government agency may be discharged, the following determinations 

Teenie i t only those activiti thorized 
1. That the agency is carrying out o es or programs autho 

by the Congress and is conducting them efficiently and in the manner authorized. 
2. That expenditures are made only in the furtherance of authorized activities 

and in accordance with the requirements of applicable laws and regulations, 


including decisions of the Comptroller 

3. That the agency collects and accounts properly for all revenues and receipts 
arising from its activities. _ 

4, That the assets of the agency or in its custody are adequately safeguarded 
and controlled and utilized in an efficient manner. 

5. That reports by the agencies to the Coogrem and to the central control 
agencies, such as the Bureau of the Budget, disc fully the nature and scope of 
activities conducted and provide a proper basis for evaluating the agencies’ 
operations. 

NATURE OF THE COMPREHENSIVE AUDIT 


In order to make these determinations and to take the actions which may be 
necessary, the comprehensive audit includes: 

1, A study of the pertinent laws and legislative pemenr: Hi ascertain congres- 
sional intent as to the purposes of the activities engaged in by the agency, their 
intended scope, the manner in which they are to be bonduste, an extent of 
the agency’s authority and cee f 

2. A review of the policies established by the agency (and to the extent applic- 
able, by the central control agencies) to doterthios whether (a) they conform to 
the intent of Congress, and (b) they are designed to carry out the authorized ac- 
is ie of the Dibaceres: 3 Nietiaas. form of organization (partic 

. A review o rocedures, p ces, form as 
to the ation of du ies and responsibilities), and system of reporting, review, 
and n as well as other elements of internal control to determine whether 
they (a) provide reasonable assurance of control over expenditures, pars Aral 
Tevenues, and assets, (b) assure the accuracy, and usefulness of cial 
data, including the budget statements and data presented to the 
Budget Bureau and the Congress, (c) promote operational efficiency, (d) result in 
adherence to ibed policies, and (¢) assure compliance with the requirements 
of applicable a regulations, and decisions. a9 

4. A review and analysis, by sotirtias, £6 recepits and revenues, itures, 
and the utilization of assets together poke } as a basis 
for evaluating the effectiveness with which public funds are applied and property 








have been neon we | classified, (6) resources 
properly accounted for, and »\ control processes of the agency are functioning 


6. The exp and full development of all important deficiencies en- 
countered and the presentation of appropriate recommendations for corrective 
action by the Congress, where needed be aa heads, or the control agencies such 
as the of the , the Civil Service Commission, and the General 
Services Administration. will include the reporting of any programs under- 

transactions completed without authority of law disclosed during the 
well as the stating of exceptions against accountable officers and the 
making of collections resulting from illegal or otherwise improper expenditures. 

The satisfactory completion of this type of audit, in addition to fulfilling the 
audit responsibilities imposed on the Comptroller General, will enable the General 
Accounting Office to furnish assistance to the Appropriations Committees and to 
the Bureau of the Budget in connection with t consideration of annual budget 
estimates and to furnish more satisfactory comments to the Congress on sub- 
stantive legislation affecting the operations of the various agencies. 

Deviations from laws, regulations, and established policies and procedures, 
and other deficiencies noted in the audit by the General Accounting Office, together 
with any ns for corrective action, will be discussed ——_ with the 
agency officials responsible in order to obtain their views and assure a fair and 
accurate reporting of the findings. 

While General Accounting Office auditors are not empowered to direct changes 
in policies, procedures, and functions, they do observe opportunities for improving 

ciency and for obtaining better results. When warranted, they will make 
recommendations for simplifying and developing more effective operating pro- 
cedures and eliminating those procedures which involve duplication or which do 
not serve a purpose commensurate with the costs involved. 

Althougn the term “audit” is a general term normally applied to the process 
of examining accounting records and documents, the term ‘comprehensive audit” 
is not restricted to accounting matters or to books, records, and documents. The 
term is descriptive of those audits in which all the above-listed steps are performed. 
A comprehensive audit is an analytical and critical examination of an agency and 
its vities. While the goal is an evaluation of the discharge of the agency’s 
financial responsibilities, the scope of the comprehensive audit extends to all of 
an agency’s operations and activities and to all of their aspects. The existence 
of good accounting records and sound accounting procedures is not a condition 
precedent to making a comprehensive audit. The accounting function is a man- 
agement responsibility, the discharge of which is subject to audit review in the 
same manner as any other financial responsibility. 

The gomprel ve audit of a Government ration will include the per- 
formance of all work deemed necessary to keep Congress informed of the 
operations and financial condition of the corporation as required by law. When 

é , this will include an examination of accounts financial statements 
to the extent necessary to obtain and express an opinion as to the fairness with 
which A.- corporation’s financial statements present its financial position and 
operations. 

DIFFERENCES FROM COMMERCIAL-TYPE AUDIT 
The comprehensive audit be contrasted with the usual annual audit of 


ma: 
enterprises made by lic accountants. Although the 
term “comm , Ae Og wa te erg mee spel Ban 


“comprehensive ’ and although commercial-audit techniques are used to 

the utmost, there are some important differences between the com ve 

audit and normal annual audits made by independent public accountants. 

In the first place, the General Accounting Office stands in a uniquely independ- 

ent relation to the agencies being audited because it is responsible solely to the 
a third . _ Public accountants are generally responsible directly to 

their clients and only ‘to third parties. 


‘ 





5 
5 
2 
5 
; 
; 














SNL SENT ee gan tet Rae 9 


120 THE GENERAL ACCOUNTING OFFICE 





Other differences exist in the objectives of the two types of audits. Usually 
ise-aamrernl. dese. af os bantonte anttaamnine in aad dalemadn tie thacaamnean af 
arriving at an opinion as to the fairness with which the financial statements pre- 
sent the financial position and resuits of operations of the enterprise. The opin- 
ion of the independent public accountant as to the financial statements is an end 
result and is of importance to creditors, investors, and ae: As 


already stated, the objectives of com ve — uire making of 
Selene: . pmo on a number of matters in addition to reliability of reported 
nancia 


Government agencies are generally financed by congressional appropriation 
rather than by investors and creditors, and such agencies are preponderantly of 
the nonbusiness and non-revenue-producing t Also, the Congress cireum- 
scribes in great detail the manner in which fu may be used or expended. For 
example, fixed amounts may be appropriated for specific programs and additional 
limitations placed upon the amounts available for various phases of a 
and for specific ty of expenses such as travel or salary. In addition, the 
manner in which the funds may be obligated and expended may be specified: 
e. g., prohibiting negotiated purchases, providing salary scales and the precise 
manner in which \ pay may be earned, and designa’ the manner in which travel 
may be performed. The comprehensive audit is sufficiently broad in scope and 
enough individual transactions must be examined to provide a basis for an opin- 
ion as to the agency’s compliance with all these legal requirements as well as 
many others imposed by Executive direction, regulations of other agencies, and 
decisions by the Comptroller General. 

Another difference exists in the responsibility of the General Accounting Office 
to examine into areas of inefficiency and waste in the administration and expendi- 
ture of public funds. Because of the manner in which a Government agency is 
financed and cireumscribed in its activities, the stewardship concept in the 
handling of public funds is of great importance and must receive extended audit 
treatment. Similar conditions do not exist in many private enterprises, and except 
in special cases these matters normally are not explored by independent public 
accountants in making an annual audit leading to an expression of opinion of 
financial statements. 

A fundamental difference also exists in the authority and responsibility of the 
General Accounting Office to adjust and settle accounts after audit. In the case 
of most Government agencies other than corporations, the General Accounting 
Office possesses and exercises the power to refuse credit to accountable officers 
for payments made illegally or improperly. In substance, this means that the 
auditors have the responsibility to disallow credit for and to enforce recovery of 
money improperly paid out by action against the accountable officer or his surety. 
This relationship is, of course, materially different from that between the inde- 
pendent public accountant and his client, 


DIFFERENCES FROM CENTRALIZED VOUCHER AUDIT 


The comprehensive audit also differs in a number of significant respects from 
the centalized voucher audit, the type of audit applied in the past to most of the 
agencies of the Government other than corporations. 

The centralized voucher audit consists of the examination, at some central 
location, of expenditure and collection vouchers and related documents submitted 
periodically in support of financial transactions of Government officers having 
personal accountability for public funds, The main objectives of this type of 
audit are to determine whe expenditures are made legally and solely for the 
objects for which appropriations were made. The extent of detailed voucher 
examination in this type of audit is not regulated by the effectiveness of operating 
or administrative controls exercised by an agency over its financial transactions 
except indirectly based on past audit experience. 

In contrast, the comprehensive audit is performed at the site of ns, its 
scope encompasses the agency as a whole and its activities, and the extent of 
detailed examination work is governed by the adequacy and effectiveness of the 
controls exercised by the management over its operations, as determined by a 
study and testing of those controls. 


SITE AUDITS 


Another term sometimes used is the so-called site audit. All comprehensive 
audits are performed at the site. However, an audit performed at the site is not 
necessarily a comprehensive audit. The distinction between site audits and 





THE GENERAL ACCOUNTING OFFICE 121 


comprehensive audits lies in the objectives established in each case. Site audits 
include in varying degrees certain phases and objectives of the comprehensive 
audit, but when the term is used it means that all the ms waged of the compre- 
hensive audit are not present. For example, in a specific audit assignment it 
may be that because of lack of availability of personnel to accomplish the necessary 
review of vouchers to settle the accountable officer’s account, documentation may 
continue to flow for a period of time to one of our central audit branches for audit 
review. However, 1, 2, or 3 persons may be assigned to the activity on the site 
to make a preliminary survey or to inquire into certain specific areas of activity. 
In these cases we might use the term “site audit.” 


RELATION TO OTHER GAO ACTIVITIES 


Comprehensive audits are made by the Division of Audits of the General 
Accounting Office. However, inspections and special investigations made by the 
GAO Office of Investigations are closely related to the comprehensive audit 
program. 

e Comptroller General’s overall objectives in the field of accounting systems 
development also are coordinated with the comprehensive audit program. This 
ba is carried out by the Accounting Systems Division of the General Accounting 
ce. 
AGENCY RESPONSIBILITIES 


The primary responsibility for establishing and maintaining adequate systems 
of accounting and internal control, including internal audit, is vested by the 
Budget and Accounting Procedures Act of 1950 in Federal Government agencies 
themselves. In addition, the establishment of effective controls is required ftom 
the standpoint of sound fiscal management practice. However, systems of ac- 
counting must conform to the principles, standards, and related requirements 

rescribed by the Comptroller General pursuant to the Budget and Accounting 
rocedures Act of 1950. 





Exursit 9 


STATBMENT CONCERNING THE VARIOUS TypEs or AupIT WorK PERFORMED BY 
THe Unitrep States GENERAL ACCOUNTING OFFICE IN ALL DEPARTMENTS AND 
AGENCIES OF THE FEDERAL GOVERNMENT IN RELATION TO THE EXPENDITURES 
OF THOSE AGENCIES 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, July 25, 1956. 
Hon. Guenarp P. Lipscoms, 
House of Representatives. 


Dear Mr. Lipscoms: In accordance with the oral request made by Mr. 
Robert Morris, of your staff, on July 6, 1955, and referred to in your letter of 
July 19, 1955, I am forwarding a statement concerning the various types of audit 
work performed in all departments and agencies of the Federal Government in 
relation to the expenditures of those agencies. The basis on which this information 
has been prepared was previously discussed with Mr. Morris. 

Sincerely yours, 
JOsEPH yee 
Comptroller General of the United States. 


Unttrep States Generat Accountine Orrice, Division or AvuDITs 


AUDIT WORK PERFORMED IN ALL DEPARTMENTS AND AGENCIES OF THE FEDERAL 
GOVERNMENT 


(Summarized on basis of expenditures for fiscal year 1954 by types of audit work) 


There is no single measure of the volume, scope, and relative importance of 
the programs, functions, and activities carried out by agencies of the Federal 
Government which is applicable to all agencies. For many agencies, the total 
anpual volume of expenditures is a fair measure. However, for some agencies 
or programs, other t. of financial data more accurately measure their impor- 
tance. Examples include the Internal Revenue Service which collected $70 
billion during the fiscal year 1954; the General Services Administration which at 
June 30, 1954, had about $5 billion invested in the national stockpile; and Com- 
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modity Credit Corporation with $6 billion invested in loans on and inventories 
of farm commodities. 

Another measure of importance is the potential liability of the Government in 
connecton with various insurance programs. For example, through the Federal 
Savings and Loan Insurance Corporation, the Government insures deposits in 
savings and loan associations (up to $10,060 for each account); at June 30, 1954, 
insured deposits amounted to .6 billion. 

For still other agencies, financial data are less significant as & measure of 
importance than some indication of physical activity or responsibility (for 
example, the 470 million acres of public lands administered by the Bureau of 
Land Management in the Department of the Interior). 

While no single unit of measure is completely satisfactory, an agency’s expendi- 
tures for a given fiscal period come closest to providing an acceptable common 
denominator to use in measuring the extent to which the various fe of audit 
effort by the General Accounting Office are applied to the activities of the agencies 
of the United States Government. 
The. following tabulation summarizes the total expenditures! of the Federal 
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Government for the fiscal year 1954 which have been classified by the type of 
audit performed with respect to the spending agencies. 


(000 omitted) 
OGRE SXDSNCILUTGS INGE) on. de ken cetdabadwban saeuee $67, 772, 353 
Add back receipts deducted by Treasury in determining budget 
ORDA oo ee ee a cb bik win ake site bbs Se pistiiin 11, 378, 521 







A classification of this total by type of audit applied to the spending agency is 
shown below: 
















Expendi- 
tures 









ae. (000 omitted) 

Assigned for comprehensive andit; all andit work performed at site..._.....- $29, 555, 348 34. 18 

All activities assigned for comprehensive audit but conversion to audit on 
such basis not complete (applies only to Department of Health, Education, 
and Welfare, and Veterans’ Administration) leadiahlpicsipcanete ei kclias sini Seales 11, 452, 151 13,24 

BEE OR Pe IS OE BI ig kc pote io br geste neneGascesdinecane 144, 960 17 

Payrolls audited at site; other vouchers audited centrally in GAO (see note).}| 45, 016, 551 52. 06 

All audit work performed centrally in GAO_..... 22.22.2222. ee 80, 656 . 00 

Domestic payrolls audited at site; all other expenditures audited centrally 
by GAO at the State Department........-..-. 2. eee eee 228, 293 .% 


MR Sad pSindugpidesencenbauduammdadainnndndebemenie ee 86, 477, 959 100. 00 























Nortr.—Consists principally of expenditures of the Department of Defense. A substantial part of these 
expenditures relate to procurement of materials and equipment with respect to which site audit work is 
performed in auditing cost-type contracts and making surveys of procurement policies and practices. 


1 All figures obtained from gas sources: Combined statement of receipts, expenditures, and balances 
of the U. 8. Government for the fiscal year ended June 30, 1954; the Budget of the U. S. Government for the 
fiseal year ending June 30, 1956. 
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The above classification is based on all types of audit work with the exception 


A more detailed 


of the audit of ndited centrall payments made by Government agencies. 


payments are audi 
the General Accounti 


These 


Bag ang in Washington 4 the Transportation Division of 
ce. 


Skies of the above classification showing the departments 


and agencies responsible for the above expenditures is presented on the attached 


tabulations. 


In addition to the expenditures classified above, the disbursements of the 
Government for the fiseal year 1954 ineluded nearly $177 pee representing 


redemptions of public debt. 


of the Public Debt in the Treasury Department which is assigne 


hensive audit. 


These transactions were carried out by the Bureau 


for 


compre- 


The expenditure figure in question, however, has been omitted 


from the above classification in order to avoid distorting the proportion of total 
expenditures of the Government covered by audit on a comprehensive basis. 


Unrrep States GengeraL AccountTING Orricr, Division or AupITs 


Classification of audit work performed in all departments and agencies of the Federal 
Government (based on expenditures for fiscal year 1954) 









































[000 omitted) 
mae! | oem |_| Bema 
Assigned | signed for — payro 
forcom- | compre- audited | an audit | *Udited at 
All audit! at site; site; all 
prehensive | hensive work Dee- other work per- other e 
audit; all | audit but ("Pre Pat) Olchers | formed ditures | ‘Total 
audit work | conversion | “Si site ondited centrally Uetited ba 
performed | to audit on trall in GAO GAO at the 
at site | such basis GAO - 
net cou in GAO State De- 
plete partment 
Legislative branch ..._. $6, 822 }........2... $6, 760 $10,952 | $37, 687 j..........-. $62, 221 
po Rs SE Se Ree ee ae ee peak 8 See See ie: 28, 356 
Executive Office of the 

WS aint on ecnke eas wccke al taddeueacudesks 202 9, 141 BOW Mens. ets 9, 493 
Funds appropriated to 

the President...... 1, 936, 536 $4, 215 358 3, 563, 629 }.......... $74,861 | 5, 579, 599 
Independent offices 

(see p. 6). : 6, 643, 624 4,315, 990 611 685, 401 SR GRR is 11, 688, 445 
Guan Services Ad- 

ministration ._. ; RY RL Soe SORE oe URE aRGe wee e wevnsen 808, 119 
Housing and Home 

Finance Agency... TD: SERA ROE StS RESET AS CESS tom, KE A eee Sekt eo Oe 1, 440, 179 
Department of Agri- 

culture... & } 8 Se i. eee © 53h, GP ks CR 5, 989, 575 
Department ‘of Com- 

merce... ... OA, GB fo caccnnseun- 138, 133 (A Se VEE er 1, 087, 689 
Department “ol De- 

fense ! 1, 615, 454 — 228 —1, 104 | 39, 486, 728 j.......... — 57 /41, 100, 793 
Department of Health, 

— and Wel- 

Re REG reat nS Ee UNG ep One sees 1, 982, 561 
Deenenaae of the In- 

terior... iy RRR ree Sha eee oe a i ie te 509, 144 
Department of Justice. , oe tae Laie, mi eneNts 2 SEEN, OCR A aerty tat 235, 044 
Department of Labor. .|..-........-j.-..-.---... OE NE a ae 
Post Office Depart- 

I iniiiintienmenns , 1 RS REFERRALS CRRA SIE PLIES Re ESSE, Seperate 2, 686, 297 
Department of State... Sp SEER iis SSIES, CORN aoa 153, 489 159, 297 
‘Treasur ¥ Department. 6, 982, 078 | 2 5, 149, 613 |.........- SO UR 8 she Ba 12, 497, 972 
District < of Columbia... DR RE iiss se thd ou kin PRKMARNAAN din I RigKehtnnd sbebdin chen’ sai 166, 61 

pn ARR ii 20, 555, 348 | 13,452,151 | 144,960 | 45,016, 551 80, 656 228, 293 |86, 477, 959 
Percent of total. ....... 34.18 13, 24 0.17 52. 06 0. 09 0. 26 100. 
1 In addition to civilian payroll audits site rhe pod work be ommend to the Department of Defense expendi- 
udes au of cos n an 
tures includ dits of cost-type contracts and surveys d ices. 


? Payments from Federal old-age and survivors hitch agente 


practices. 
ens and unemployment trust fund, 
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Classification of audit work performed in ¢ lent agencies the F. 
Gevcnuues (based on expenditures for fiscal year 1984)" = 


(000 omitted] 





ae activi- 

for compre- ——_ 
hensive audited at 
audit but site; other 

conversion vouchers 
to audit wodived 





Civil Service 
Commission on Organization of the 
Executive Branch of the Govern- 


Export-Import Bank of Washington 
a Credit Administration... .._. : oo 
Federal Civil Defense Administra- 7 She, 


96, 921 
6, 822 


General Accounting Office 

Interstate Commerce Commission. . 

National Advisory Committee for 

Aeronautics 

National Labor Relations Board... 

National Mediation Board 

National Service Foundation 

Railroad Retirement Board__....._. 

ee Finance Corpora- 
mn 

Re tiation Board 

Securities Exchange Commission... 

Selective Service System 

Small Business Administration 

— Defense Plants Administra- 
n 

Smithsonian Institution 

Tariff Commission. 

The Tax Court of the United States. 

Tennessee Valley Authority. -...._.-. 

U. 8. Information Agency 

Veterans’ Administration 


z 


S8e8 & 


B 


Miscellaneous (agencies having ex- 
penditures of less than $500,000) ._- 
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History OF THE PREPARATION OF THE Report oF THE Division or AvpITs, 
Unrtep States GENERAL AccountineG Orrice, Entirtep “SumMARY Report 
on Survey oF PROCUREMENT PRacTICEs oF THE ARMY ORDNANCE Corps, 
Aprit 1955, B-114814” 


Hovuse or REPRESENTATIVES, 
Washington, D. C., July 1, 1956. 
Hon. JoserH CAMPBELL, 
Comptroller General of the United States, 
General Accounting Office, Washington 25, D. C. 


Dear Mr, CaMPBELL: For my information in connection with the House 
Government Operations Committee’s study of the organization and administra- 
tion of the General Accounting Office, it would be most helpful if there could be 
furnished to me detailed chronological histories of the preparation of the following 
two reports of the General Accounting Office: 
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Report of survey of the project order system, Naval Ordnance Laboratory, 
De ent of the Navy, ite Oak, Md., September 1954, I-18298. 
és ey, a on survey of procurement practices of the Army Ordnance 

rps, Ap . 

Both of these reports were discussed during our recent hearings, and some 
information about the evolution of these reports was given the committee at that 
time. I believe it would be most informative, however, if a much more detailed 
analysis of the time and money expended in the preparation of these reports 
could be made available to me. 

Such a chronological history should include, I believe: 

(1) A statement of the facts or factors which caused the initiation of the 
survey, and a description of the initial scope of the survey; 

(2) The date of initiation of the survey, and the name(s) and title(s) of 
the official(s) who authorized the survey; 

(3) The numbers and classes of employees who pipes in the survey, 
the man-hours expended in conduct of the survey, and the names of officials 
who supervised the work of the survey; 

(4) Significant dates during the course of the survey such as the dates of 
submissions of various draft reports by the working staff to review officials 
and by the General Accounting Office to military officials, dates of any changes 
in the scope of the survey and the nature of such changes in scope, and dates 
of transmission of the reports to the military departments and to the Congress; 

(5) A statement of the best available cost data or estimates reflecting the 
total cost of preparation of each report, including allocable direct costs (such 
as pay of personnel, travel, etc.) and such indirect costs as might properly be 
assigned each such survey; 

(6) A statement of the action taken by the military departments with 
respect to the recommendations embodied in each report; 

(7) And a statement of the estimated dollar savings or increases in efficiency 
effected in the military departments as the result of implementation of the 
recommendations in these reports. 

Of course, any additional types of information which might contribute to a more 
informative and more complete history of the evolution of these reports would be 
most appreciated. 

I am looking forward to discussing further with you our study of the General 
Accounting Office. 

Sincerely yours, 


GLENARD P. Lipscoms, 
Member of Congress. 





CompPpTrROLLER GENERAL OF THE UNrtTep States, 
Washington, July 22, 1955. 
Hon. Gienarp P, Lipscoms, 

House of Representatives. 

Dear Mr. Lirpscoms: With further reference to your letter dated July 1, 1955, 
requesting detailed chronological histories of the preparation of two of our reports, 
we are enclosing a history on the Summary Report on Survey of Procurement 
Practices of the Army Ordnance Corps, April 1955, B-114814. 

The history on the Report of Survey of the Project Order System, Naval 
Ordnance Laboratory, Department of the Navy, White Oak, Md., September 
1954, I-18298, will be furnished as soon as possible. 

Sincerely yours, 
JosErH vapaey 
Comptroller General of the United States. 


Summary Report on Survey or ProcurEMENT PracTicES OF THE ARMY 
OrpNANcE Corps, Aprit 1955 (B-114814) 


CHRONOLOGICAL HISTORY OF PREPARATION 
Basis and authorization for survey 


On January 12, 1951, Lindsay C. Warren, Comptroller General, directed the 
staff of the General Accounting Office to concentrate on a review of defense 
spending in view of the tremendous amounts being spent to strengthen the na- 

onal defense and the impact of such expenditures on the national economy. 
Mr. Warren emphasized that this concentration on defense spending must 
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accomplish two objects: (1) seek out excesses, waste and extravagance, including 
those in procurement and contracting, and (2) actively cooperate with and assist 
the defense fiscal staffs to meet their monumental problems of organization, 
method, and control. 

Analysis of defense spending disclosed that the field of military procurement 
constituted the largest single type of nditure in our national budget. Further 
analysis revealed that the Ordnance Corps of the Army was the largest single 
spending agency in the Government. Accordingly, the Director of Audits (Ted 
B. Westfall), with the approval of Mr. Warren, authorized the procurement. 
survey of the Army Ordnance Corps. 


Initiation of survey 


Our procurement survey began on a limited scale in October 1951 in the Office, 
Chief of Ordnance, Washington; the Ordnance Tank Automotive Center, Detroit; 
the Ordnance Ammunition Center, Chicago; and the Detroit Arsenal. During 
the next several months work was started in the Small Arms Ammunition Center, 
St. Louis; Frankford Arsenal, Philadelphia, Pa.; Watervliet Arsenal, Watervliet, 
N. Y.; Rossford Ordnance Depot, Toledo, Ohio; and Benicia Arsenal, San Fran- 
cisco. 

On March 18, 1952, the Director of Audits, Ted. B. Westfall, directed that the 
procurement survey be extended to the 14 ordnance district offices. A program 
was develo based on the experience obtained during the initial stage of the 
survey, and the program was distributed to pertinent field audit offices on March 
26, 1952, by Irwin 8. Decker, Associate Director of Audits, requesting that the 
survey be undertaken by April 1, 1952. 


Scope of survey 


The program provided for a quick preliminary survey of the organizatio 
functions, and responsibilities of the district office in order to obtain a genera 
working knowledge of its operations. Upon completion of this preliminary 
survey, detailed examination was to be made of 50 selected negotiated contracts 
in each district office in order to disclose as completely as possible all aspects of 
the negotiation processes. In order to assure that large dollar amount contracts 
were covered as well as to obtain a basis for evaluation of the review made by 
the Washington approving office, the program provided that a portion of the 
contracts to be examined would be selected by our Washington staff and the 
remainder would be selected by our field staffs. 

The program directed that all weaknesses or deficiencies be taken up with any 
stavepmate jevel in order to initiate early corrective action, and that a report be 
furnished to the Associate Director of Audits upon the completion of the exami- 
nation of each contract. 


Performance of survey 


The survey was conducted as outlined above and no change was made in the 
scope of the work. Preliminary survey reports were submitted to our Washington 
office covering each of the 14 Ordnance district offices. During the surveys over 
500 letters containing inquiries and recommendations were sent to appropriate 
officials at field installations. Copies of these letters were sent to our Washington 
office. Reports covering each of the contracts examined in the individual district 
offices also were submitted, a total of over 700 reports. In addition, each regional 
audit office submitted a summary report covering the survey of the district office 
assigned to it. 


Cost of survey 


One hundred and ninety-two auditors in grades GS-14 to GS-5 were assigned 
for varying periods to performance of this survey; 163,942 man-hours were 
expended in conduct of the survey; the total cost including travel and allocated 
indirect expense was $662,962. 


Officials who supervised the survey 


During the early stages of this survey, Robert L. Long, an assistant to the 
Director of Audits, was directly in charge of this work under the general direction 
of Ted B. Westfall, Director of Audits. On January 18, 1952, the Division of 
Audits was established combining four divisions into a single auditing division. 
At that time Irwin 8. Decker, Associate Director of Audits, was ers in charge 
of the audit of Department of Defense activities with Mr. ing reassigned 
“<< the staff of the Director of Audits to Mr. Decker to assist in supervising this 
work, 
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In April 1952, Mr. Westfall resigned and Mr. Long was appointed Director of 
Audits. From April 1952 through completion, the procurement survey was under 
the mpmerel. see ion of Mr. Long and Mr. Decker with direct supervision by 
Oye V. Stovall, Assistant Director of Audits. 

Submission of reports 

There were many reports —— during the course of the survey. Over 500 
reports were issued to borat cials in the form of letters in connection with 
audit findings under individual contracts. A separate report was prepared in 
the field and submitted to Washington covering each of the 743 contracts examined 
at the district offices and arsenals. A summary report was red in the field 
covering the survey of each of the Ordnance installations. Each of these reports 
was prepared by auditors in the field and reviewed by the field supervisor and the 
regional audit manager. 

As these reports were received in Washington, they were analyzed. Patterns 
of weaknesses in certain areas were noted such as inadequate preaward evaluation 
and a lack of real negotiation. Draft reports covering the overall survey were 
eager 4 by the working staff and submitted for review in February 1953, Septem- 

r 1953, and July 1954, culminating in a final draft report on October 4, 1954. 
During this period special reports were prepared in order to bring significant 
matters disclosed in the Ordnance survey to the attention of top agency officials 
and to the Congress. These reports include the following: 

1. Letter dated March 12, 1954, to the Secretary of Defense, B-39995, 
B-42702, concerning the extensive use of the blanket emergency authority 
to negotiate contracts without advertising granted by section 2 (c) (1) of the 
Armed Services Procurement Act of 1947, in the face of procurement con- 
ditions which have gradually returned to a relatively stable normal basis. 

2. Report on survey of Army Ordnance Corps practices concerning repro- 
duction rights and drawings under contracts for the development of special 
military vehicles, June 1954, B-114814. 

3. Report on survey of procurement of shell steel by contractors for the 
Army Ordnance Corps, August 1954, B-114814. 

4. Letter dated October 8, 1954, to the Secretary of Defense, B—119292, 
pointing out that although the use of the cost-plus-a-percentage-of-cost system 
of contracting is prohibited by law, cost-plus-a-percentage-of-cost subcon- 
tracts had been made under fixed-price redeterminations; the letter recom- 
mended that the armed services procurement regulation be supplemented by 
a specific requirement that all negotiated contracts, except those with firm 
fixed prices not subject to revision, shall contain a clause prohibiting the 
prime contractor from making cost-plus-a-percentage-of-cost subcontracts 
thereunder. 

In addition to these formal reports, numerous informal discussions were held 
with top officials of the Department of the Army and the Ordnance Corps in 
Washington. 

Also during this period the staff assigned to this work devoted considerable 
time to other urgent assignments and two principal staff members were assigned 
to congressional committees for 8 months and 24% months, respectively. 

Recommendations contained in the draft report were discussed with Ordnance 
representatives on October 27, 1954; October 29, 1954; November 8, 1954; 
November 18, 1954; December 2, 1954; and December 23, 1954. 

On February 17, 1955, the draft report was furnished to the Chief of Ordnance 
for his review and comments. On February 18 a conference was held with the 
Chief of Ordnance to discuss the report. Written comments were received from 
the Chief of Ordnance on March 23, 1955. The report was transmitted on 
April 15, 1955, to the President, the Secretary of Defense, Secretary of the Army, 
and to selected committees of both Houses of Congress. 


Action taken on recommendations 


During the course of the survey many recommendations were made to appro- 
priate officials for improvement in procurement methods and strengthening of 
managerial controls. Many of these recommendations were adopted as illustrated 
in schedule 2. 

The summary onde contains recommendations on significant matters which 
were reported to the Secre of Defense or the Secretary of the gen. to 
pecs procurement p ures in relation to present practices. We have 
been informed that these recommendations are under active consideration. 
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Action has already been taken by the military d ments to implement 
several of our recommendations. Part 4 of section III of the Armed ces 
Procurement Regulation was revised on April 4, 1955. The revision defines 
the areas of applicability in which each type of contract may be used appropriately 
and sets forth considerations and | ene governing the choice of type of contract. 
It imposes conditions on the use 0: pn pr of contracts, such as price redeter- 
mination contracts providing for rede tion of prices after completion of 
rene am It stipulates that all prime cost reimbursement type contracts, 
etter contracts, fixed-price type contracts providing for price redetermination, 
and fixed-price incentive type contracts shall by appropriate clause prohibit cost- 
plus-a-percentage-of-cost subcontracts. 

The Assistant Secretary of Defense (Supply and Logistics) advised this office 
by letter of March 28, 1955, that our recommendations concerning reproduction 
rights and drawings were considered in connection with the recent revision of 
section 1X of the Armed Services Procurement Regulation. We are now evaluat- 
ing this revision. 

As a result of our recommendations in the sheli steel report, a task force has 
been set up in the Ordnance Corps to inquire into the matters reported and take 
corrective action. , 


Accomplishments of the survey 


Our survey resulted in a general strengthening of procurement practices and 
related management controls. While it is impossible to assess these improve- 
ments in terms of specific dollars of savings, there are listed in schedule 1 25 
instances which have resulted in actual or estimated savings of $2,744,886. In 
many instances these savings are of a continuing nature and additional economies 
undoubtedly resulted in sueceeding years. Furthermore, we believe that adoption 
of corrective measures in these specific instances led to the application of im- 
proved procedures in connection with other similar cases. 

Of even greater significance than the tangible savings, however, are the numer- 
ous cases in which managerial controls were strengthened. Schedule 2 summar- 
izes 40 specific instances in which improvements have been made in these areas, 
The savings resulting from these improvements cannot be measured dollarwise. 


ScHEDULE 1. SUMMARY OF ACCOMPLISHMENTS ResvuttiNnGc From THR PRocURE- 
MENT SuRVEY OF THE ARMY ORDNANCE CoRPs 


Accomplishments resulting in determinable savings 
Actual or 
. . . . . . estimated 
. Reduction in contract prices resulting from insertion of price amount 


redetermination clauses in 2 firm fixed-price contracts $1, 229, 998 
. Elimination of profit on plant rearrangement and installation 
expense and reduction of profit rate applicable to special tooling 
and spare parts 400, 893 
3. Reduction in burden and overhead rates in a fixed-price contract _ 272, 130 
. Elimination of duplicate export packaging 250, 000 
. Reduction in contract price by correcting erroneous rate for 
State gross income tax included in contract price 234, 000 
. Discontinuance of a special employee cost-of-living allowance 
with no time limitation included in fixed-price contract subject 
to periodic price redetermination 90, 000 
. Reeoveries resulting from disclosure of contractors’ misrepre- 
sentation of the nature of contingent fees for securing Govern- 
ment business 48, 405 
Reduction of a contractor’s excessive overhead rate affecting 
OT TI ee ee ne es cia mie 19 844 
. Establishment of controls to enable contractor to purchase auto- 
motive replacement parts at reasonable prices obtained by 
competition 2 6, 350 
10. Substitution of lower-priced contractor for redrawing of illegible 
or worn drawings previously performed by a firm charging 
high priced hourly designing rates 
1 Estimated future annual savings of $35,658. 


2 Estimated future annual saving of $37,000. 
3 Estimated future annual savings of $35,000 
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Accomplishments resulting in determinable savings—Continued 


11. Recoveries of overpayments to a contractor due to erroneous a timated 
duplication of charges to several contracts for fees paid to an amount 


inden tatel wnwere Te ee ee soko $33, 642 
12. Correction of pending price redetermination_-_-___.......-.--- 32, 675 
13. Failure to incorporate into contract discount offered by con- 

SIO sao thc ct dS heh ckeh eibah ade Sao awe cee hs ducases 17, 959 
14. Recoveries of payments to vendors for defective materials re- 

turned for replacement or rework at the vendor’s expense_--- 17, 240 


15. Correction of redetermined contract price which had been over- 
stated due to the failure of the Government negotiator to con- 
sider the total quantity of completed items in computing the 


WINE NI ak ise Gas ue haba ereebbe bbe Maaco ca akdueecolee 13, 002 
16. Elimination from contract costs of additional processing expenses 

resulting from allocation of defective steel__...._.....-.-.-- 11, 814 
17. Correction of a proposed supplemental price adjustment- -- - - - - 11, 084 
18. Collection of Lethe he. Senge or reimbursements of excess costs 

incurred in purchasing premium steel_______..........----- 10, 013 
19. Reduction of contract price for interest on the value of scrap 

brass furnished the contractor by the Government-_-----_--- 7, 500 
20. Reduction of the number of invitation-for-bid copies prepared by 

Te SURI a i lid otic hn eo eckd ohkcin dike eens #2, 800 
21. Reduction of the number of copies of requisitions for tools and 

equipment used by Ordnance_____.-...._..-_-.--------- 5 3, 780 
22. Reduction in contract price by inclusion of discount offered by 

a contractor but not incorporated into the contract _------ -- 2, 547 
23. Recoveries of payments to contractors for State taxes not allowed 

Dh SO ROR igi iia die ekeKdnedideadeuksawanudes c 1, 856 


24. Execution of a lease providing for rental payments for the use of 
Government land by a private golf club which had free use of 


Ol WE SN ROE aba ee ore us. BUA ce dca swans * 1, 200 

25. Corrected a contract to properly state the number of units to be 
WMO os ree ee ion See Soo oa ee 1, 154 
POM isicind tht chbicib ands cubis cvaned unar dgiddeawing 2, 744, 886 


* Estimated future annual savings of $3,000. 
§ Estimated future annual savings of $3,780. 
* Future annual savings of $1,200. 


Scuepvu.e 2. SumMARY OF ACCOMPLISHMENTS By GAO ResuttTiInGc FROM THE 
PROCUREMENT SurRVEY OF THE ARMY ORDNANCE Corps 


Accomplishments resulting in indeterminable savings 


1. Establishment of a coordinated procurement policy between 2 ordnance 
installations to permit quantity purchases at lower prices and to prevent unneces- 
pe purchases by 1 installation when sufficient quantities were on hand at the 
other. 

2. Revision in evaluation of bids so that facilities costs are amortized over all 
items expected to be produced, and not arbitrarily charged to the initial re- 
quirement. 

3. Procedural improvement to prevent improper deviation in the contract from 
the terms of procurement allocations. 

4. Provision for procuring all-purpose wood packing boxes instead of numerous 
macs boxes of the same size and specification which differed only in the markings, 
thereby reducing costs and decreasing the amount of procurement activity in 
connection with such items. 

5. Reduction in pension rates in contracts with a large contractor. 

6. Establishment of a system for advance approval by Ordnance to provide 
control over contemplated engineering changes made by the contractor, the costs 
of which are in effect borne by the Government. 

7. Application of a standard factor to be used by the small arms ammunition 
manufacturing industry for ordinary production losses and pull-offs. 

8. Use of a record to control procurement of ammunition and ammunition 
components. 
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9. Corrected procedure to insure control over procurement of printed forms. 
10. Establishment of requirement that competition be obtained on items 
procured under Federal supply schedules. 

11. Establishment of administrative procedure to prevent improper and 
excessive emergency procurement at high prices. 

12. Institution of a control requiring adequate cost breakdown data for price 
proposals from contractors. 

13. Institution of a requirement to insure receipt of complete and accurate 
price redetermination data. 

14, Establishment of a control to insure a proper determination of the adequacy 
of the contractors’ cost accounting systems. 

15. Revised system to prevent unnecessary typing and review of standard con- 
tract articles. 
16. Adoption of improved filing procedures to facilitate filing and reviewing the 


es. 

17. Elimination of excessive printing of contracts. 

18. Simplification of small-purchase procedures by penneres wn the require- 
ment for preaward surveys for awards involving less than $2,500. 

19, Assurance that agreements reached and other matters discussed at negotia- 
tion meetings are recorded in the contract file. 

20. Assurance that the required clause which provides for the withholding of 
payments under price redetermination contracts be incorporated in these contracts. 

21. Institution of a control to assure services involved are rendered before pay- 
ment is made under time and material contracts. 

22. Discontinuance of the practice of allowing contractors to obtain Ordnance’s 
estimates of total time requirements for the performance of contract work. 

23. Establishment of a policy to use cost-type contracts instead of fixed-price 
contracts for research and development work where the estimated costs were 
entirely conjectural. 

24. Correction of procedures for the procurement and use of drawings, reports, 
and other technical data under contracts. 

25. Secured the right to have a plant maintained in standby condition during 
its life and to remove certain eveanstas fixtures at the end of contract performance. 

26. Revision of Army Ordnance Corps and General Services Administration’s 
procedures for control over payments for unwarranted contingent fees paid by the 
contractor for the securance of Government business. 

: 27. Establishment of controls by Ordnance to expedite refunds due from con- 
ractors. 

28. Establishment of controls to insure charges to contractors for defective 
materials returned for rework at their expense, and to prevent duplicate payments 
when reworked material is returned. 

29. Discontinuance of the allocation of defective steel to contractors. 

30. Establishment of controls to prevent overpayment for reimbursement of 
excess costs incurred in purchasing premium steel. 

31. Correction of failure to follow procedure for assurance of prompt credit to 
the Government for brass scrap allocated to contractors. 

32. Correction of Ordnance’s failure to utilize existing controls to reduce the 
procurement of replacement parts of vehicles in accordance with reductions in 
the number of vehicles. 

33. Correction of administrative deficiency regarding the lack of recordation 
of findings of the Board of Awards. 

34. Reevaluation of the need for material on (1) invitations for bids, and (2) 
open requisitions. 

35. Establishment of adequate listings of prospective sources of supply. 

36. Establishment of centralized parts history pore file. 

37. Establishment of procedures to provide that efforts be made during negotia- 
tions with contractors to obtain drawings for manufactured items in order to 
obtain lower prices through competition by making the drawings available to 
bidders in future procurements, 

38. Establishment of controls to correct the failure to intercept upon receipt 
materials suspected of being defective because of previous rejections of the same 
item from the same contractor, 

39. Elimination of delay in processing information which had resulted in un- 
necessary procurement of tools. 

40. Discontinuance of duplication in Sn of procurement action reports 
on transfer of contracts for administration. 
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Lerrer Sent By toe Comprro_teR GENERAL OF THE UNITED STATES TO THE 
Heaps or Att GOVERNMENT DEPARTMENTS AND AGENCIES, OcTOBER 20, 1948, 
ANNOUNCING THE INITIATION AND OBJECTIVES OF THE Jorn? Procram To 
IMPROVE ACCOUNTING IN THE FEDERAL GOVERNMENT 


ComprroLLeR GENERAL OF THE UNiTED StaTEs, 
Washington 25, October 20, 1948. 

This will acquaint you with a broad ar. cng which is underway in the General 
Accounting Office, with active participation by the Bureau of the Budget and 
the Treasury Department, for improving accounting in the Federal Government. 
I am writing you and the heads of other agencies to enlist your cooperation. 

The program contemplates the full development of sound accounting within 
each agency, as a working arm of management, in terms of financial information 
and control, At the same time it envisions an integrated pattern of accounting 
and financial reporting for the Government as a whole responsive to executive 
and legislative needs. Balanced recognition will be given to the need for a flexible 
basis for accounting development within agencies in the light of varying types of 
operations and management problems and to overall fiscal, reporting, and audit 
responsibilities. The accounting and reporting principles, standards and basic 
a yg ea established will take into consideration the various areas of responsi- 

ility involved, the elimination of overlapping operations and paperwork, and 
the fuller application of efficient methods and techniques in accounting operations 
throughout the Government. 

While significant progress has been made in improving Government accounting 
and financial reporting in particular areas, it is my conviction that improvements 
of this nature can contribute far more if conceived and developed as part of an 
interrelated program, It seems clear to me that the combined efforts of all 
concerned are essential to the success of a program of this nature. 

As the initial step, I requested and obtained from the Secretary of the Treasury 
and the Director of the Bureau of the Budget their assurances of full cooperation 
with me in the joint development and execution of the program from the stand- 
point of their responsibilities, needs, and fundamental interests. To spearhead 
this program, in the light of my responsibilities dealing with the prescribing of 
accounting systems, I created in my Office the Accounting Systems Division. 
Working arrangements are in effect between that Division and the staffs of the 
Bureau of the Budget and the Treasury Department. 

It is now desired to effect definite arrangements for the active participation of 
all agencies of the Government in the further planning and developmental work 
to be done. It is the purpose of this letter to advise you, in general, of proposed 
courses of action to enable you to make specific plans for the participation of 
your agency. 

First, I wish to deal with the concept of my responsibility in the prescribing 
of accounting systems, I believe this function should be exercised so as to provide 
all possible encouragement to the agencies to exercise their own initiative and 
responsibility in the solution of their accounting problems. In line with this, it 
will be my objective, as the program Bevareeses, to prescribe requirements largely 
in terms of standards, principles, and basic forms, procedures and terminology. 
A framework will thus be provided for development and approval of accountin 
systems, consistent with sound principles, fitted to agency needs and integrate 
with the central accounting and reporting facilities. 

This approach oreo tg an ae so comes aay in each agency capable 
of and nsible for dealing with accounting from the standpoint of operating 
factors and, within the framework of prescribed requirements, molding a system 
to the cular needs involved. There is required a linking of the accounting 
function to a sufficiently high level of agency management to bring it close, on a 
day-to-day basis, to management considerations as bass evolve. and nee 
coordination of the accounting function with inte control and budgetary 


responsibilities. With such an organization, each agency will be able to contribute 
to the general fregrem constructive pro affecting Tey 
ph eye i both in their internal application and in relation to the gen 
pattern of accounting. 
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The Accounting Systems Division is being staffed with a limited, but carefully 
selected group of qualified accountants and technicians to take the lead in for- 
mulating basic requirements, to review accounting forms, systems, and procedures 
as the basis for my approval when yf riate, and to provide technical assistance 
and guidance to agencies. Their e ele will be supplemented by appropriate 
soadwe ga a by the staffs of the Treasury Department and the Bureau of the 

udget. As soon as staff facilities permit, a program of constructive review and 
appraisal of agency accounting systems will be instituted, from the viewpoints of 
harmony with the general standards, principles and tequirements, and develop- 
ment within the agency’s own area of responsibility. 

I regard the active participation of the Treasury Department as of great 
importance to this undertaking. That Department has a vital interest in the 
results to be achieved in terms of fulfilling its fiscal responsibilities and providing 
current financial information regarding the operations of the Government as a 
whole based on integration of accounting results. The Accounting Systems 
Division will participate with the Fiscal Service of the Treasury Department in 
developing the full potentiality of Treasury accounting and reporting. This 
work will be an important factor in determining requirements for agency account- 
ing systems. 

One of the prime requisites of accounting in the Government is to develop 
reliable information and control in connection with the formulation, enactment, 
and execution of the financial program of the Government. Therefore, the active 
participation of the Bureau of the Budget is important to the development of 
accounting requirements in proper relation to improved budget administration. 
Staff members of the Bureau of the Budget who are working actively with repre- 
sentatives of the Accounting Systems Division will contribute further to the pro- 
gram by providing consulting assistance in connection with management problems 
which are related to accounting development. With participation of the Bureau 
improvements in accounting will go hand in hand with improvement in budget 
processes. 

I should like to mention the relationship of this entire program to the audit and 
control responsibilities of my Office. It is fundamental that external audit pro- 
grams must be developed in balanced relationship with internal control considera- 
tions. Hence, General Accounting Office audit and control methods will be under 
continuous review in the light of increased effectiveness of the accounting systems 
of the Government. The potentialities inherent in the review and appraisal of 
accounting systems in actual operation and in audits at the site of operations 
will be developed as an integral part of this program. The whole program should 
result in savings of paperwork and elimination of overlapping in accounting 
operations. 

It is obvious that a program of this magnitude cannot be entirely accomplished 
within a short period. It must be approached as an evolutionary process rather 
than by making drastic changes that might overtax existing facilities and disrupt 
the present continuity of accounting and reporting operations. We will build in 
the direction of the ultimate goal starting with those principles, systems, and pro- 
cedures embodied in the present structure of accounting which analysis demon- 
strates to be sound. Immediate improvements, in the right direction, will be 
effected even though they fall short of ultimate objectives. On the other hand, 
there will be no disposition to deal recklessly with established concepts merely 
in the interest of change. While the purpose will be the accomplishment of all 
possible improvements within the framework of present law, recommendations 
for changes in legislation or new legislation will be developed in connection with 
specific situations when found to be necessary to insure the application of sound 
accounting or audit principles and procedures. 

The ultimate effect of the program upon which we have embarked will be to 
give not only the executive branch, but the Congress, much better information 
as to the operations of the Government and means of control of its financial 
affairs, I regard it as inherent in my responsibility to the Congress to see that 
the accounting requirements and machinery of the Government make their full 
contribution to intelligent and informed legislative considerations. Appropriate 
liaison will be maintained with congressional committees. 

Illustrative of the evolutionary nature of the approach are several phases of 
the program scheduled for early development. The results of joint studies already 
mae in connection with the administrative examination of fiscal officers’ accounts 
are being developed in the light of this program. The recommendations growing 
out of the joint study of property accounting are likewise being considered as & 
part of its immediate and longer range phases. Attention is being given to 
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eliminating the overlapping reporting requirements of Budget-Treasury Regula- 
tion No. 1 and General tions No. 100, to provide immediate improvements 
and as a preliminary step to working out with the agencies more fundamental 
improvements in reporting based on accounting records. Likewise, General 
Regulations No. 100 is being studied for modification in the direction of greater 
flexibility in agency accounting pending further and more far-reaching develop- 
ment of basic requirements. In the meantime it is hoped that agencies will exer- 
cise initiative in developing for consideration of the General Accounting Office 
desirable modifications in existing accounting systems or requirements. 

In order to provide effective and continuing participation by your agency, 1 
will appreciate your appointing someone to represent you and the viewpoints of 
your organization in this program. Working arrangements will be established 
whereby your representative, in conjunction with representatives of other agencies 
will collaborate with the Treasury Department, Bureau of the Budget, and 
General Accounting Office. I do not mean to imply that contacts should be 
restricted to such representative since obviously it will be necessary to reach many 

ints within some agencies for the satisfactory solution of accounting problems, 

believe, however, that in addition to taking care of the cooperative arrangements 
and major contacts, your representative should be able to perform an important 
function in seeing that due recognition within the agency is given to the considera- 
tion of its entire accounting situation and that the best accounting talent of the 
agency is utilized for this purpose. It is also contemplated that agency repre- 
sentatives will be called upon to join with my staff in special studies of various 
phases of the problem. 

The views in this letter are shared by the Secretary of the Treasury and the 
Director of the Bureau of the Budget and I speak for them equally with myself 
on the subject. I look forward to the participation of your agency in the program 
and will appreciate your comments and the early designation of your representa~- 
tive in order that such participation may be effected as soon as possible. 

Sincerely yours, 
(Signed) Linpsay C. WARREN, 
Comptroller General of the United States. 
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EFFECT OF DEPARTMENT OF INTERIOR AND REA POLI- 
CIES ON PUBLIC POWER PREFERENCE CUSTOMERS 





June 7, 1956.—Committed to the Committee of the Whole House 
on the State of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


EIGHTEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On June 7, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled “Ef- 
fect of Department of Interior and REA Policies on Public Power 
Preference Customers.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. e chairman was directed to transmit a copy to 


the Speaker of the House. 


Intrropucrory STATEMENT 


This report covers the findings of the Public Works and Resources 
Subcommitte of the House Committee on Government Operations re- 
sulting from its investigation into the effect of the administrative acts 
and policies of the present officials of the Department of the Interior 
and the Ryral Electrification Administration on rural electric cooper- 
atives, public bodies and municipal electric systems. The investiga- 
tion was made and hearings held as the result of a number of com- 
munications received by the subcommittee and of statements made b 
witnesses at a prior hearing * which indicated that the responsible of- 
ficials of the two agencies were pursuing a course of administrative con- 
duct. designed to undermine and destroy the objectives of the laws 
enacted by Congress to establish and govern the Federal power 
program.’ 

1 Certain Departmen 
Line Negulations), hearings, 2tth Cong, ast oun; EL Rept tte. Sole cae Cee 

‘See hearings entitled “Effect of Administrative Acts and Policies of Department of 


the and Electrification Administration on Rural Electri i 
Bubtie Bodies, and ‘unicipal Electrics,” House Committee on Goverument ‘Operations, 
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The findings of the subcommittee show that in every part of the 
country the present Federal Administration has followed a carefully 
devi lan to withdraw the Federal Government from responsibili- 
ties established by a long series of statutes in the field of electric 
power ; to abrogate obligations to rural electric cooperatives and muni- 
cipal power systems entered into under the preference provisions of 
Federal law; and to coerce these nonprofit community power systems 
into dependence upon the privately owned power companies in their 
area. 

This plan, if carried out, would leave the most vital public service 
of the Nation’s entire economy in the hands of a gigantic private 
monopoly. Statesmen ——— with President Theodore Roosevelt 
have warned against such monopoly in the field of electric power. 
Because of the seriousness of this threat, it. appeared urgent that an 
investigation be undertaken which would turn a searchlight on the 
power marketing operations of the Government. Only in this way 
could the groundwork be laid for congressional action to protect the 
public interest in this field. 

Eighteen days of hearings were held in Springfield, Mo., Atlanta, 
Ga., Denver, Colo., Idaho Falls, Idaho, and San Francisco, Calif., as 
well as in Washington, D. C. About 65 witnesses, including officials 
of the 2 agencies, testified. 

The lengthy record (1,686 printed pages) has required a careful, 
detailed and somewhat long report. For convenience, however, a 
brief summary of the facts and of the basic material and the recom- 
mendations of the committee follow this introductory statement. 

Throughout these hearings, effort after effort was made to turn 
them into a political altercation so as to confuse the record and ob- 
scure the issues. The chairman and the majority members remained 
firm in their determination that the public is entitled to know the facts 
regarding the administration’s power policies. If it is politics to 
discover that after discussions at the White House, high administra- 
tion officials willfully suppressed a vital Attorney General’s opinion 
upholding the rights of rural electric cooperatives and of public 
agencies to Federal power; if it is politics to uncover clear evidence 


that these top officials have made every effort to drive the REA 
Generating and Transmission Cooperatives into the hands of the 
pore companies; if it is politics to show that an admitted policy of 

ederal irresponsibility has been adopted to replace a policy of Fed- 
eral leadership in multiple-pu river-basin development; if it is 
politics to demonstrate beyond reasonable doubt that the congres- 


sionally established yardstick ae and buffers against, a complete 
private electric monopoly are being deliberately destroyed, if all these 
are politics, it is only because politics is the lifeblood of a vigorous 
democracy operating, not in the dark and secretly, but in the light 
for all to see. The committee believes that it has the clear duty to 
place the record before the Congress and before the Nation. It is 
through the freedom of information, not the suppression of informa- 
tion, and through open discussion, not secret deals, that basic policy. 
and political decisions can be democratically made. 


* For another thoroug documented disclosure of secret dealing, see H. 3 ‘ 
84th Cong., 2d sess., entitled “Certain Activities Regarding ‘ irtlauatt or te 
Interior (Changes in Power Line Regulations)” ; see also interim re 
contract to the Senate Subcommittee on Antitrust and Monopoly th 
discussion in the gectric-power 4 
Wousdaiy ea katitreet ‘ont en UB Benate, A8d Cong. (commie 

u on an ono . f 
document last cited also contains information = te Interior t's 
the Missouri River Basin. 
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SECTION I 


SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS 
Purpose of investigation 


Our investigation has been directed at learning how the policies 
adopted and the actions taken by the Secretary of the Interior and the 
Rural Electrification Administrator have affected rural electric co- 
operatives, municipal electric bs egreng and other public agencies which 
have a statutory preferred right to electric power generated at Fed- 
eraldams. The investigation has also been concerned with the broader 
effects of their policies and actions in this field on the welfare of the 
country. 

The preference right has been established by ga in a series 
of acts which together cover the marketing of power from all Federal 

rojects. These acts include the reclamation laws since 1906, the 
ulder Canyon Act of 1928, the Tennessee Valley Authority Act of 
1933; the Rural Electrification Act of 1936, the Bonneville Project Act 
and the Fort Peck Act of 1938, and the Flood Control Act of 1944. 
The provisions of these acts, interpreted in committee reports and 
congressional debates, reveal the consistent intent of Congress to estab- 
lish a partnership arrangement between the Federal Government, as a 
producer of power, and nonprofit community systems, as distributors, 
to prevent monopolization of the power developed through public 
investment in multiple-purpose water resources programs. 

The ultimate object of this policy, stated over and over again, is to 
encourage the most wides an use of the power at the lowest possible 
rates, with special consideration for domestic and rural consumers. 
To this end the various laws authorize and direct the Government’s 
marketing agents to transmit as well as dis of the power. 

In our investigation we have sought to find out whether the public 
officials of the present Federal administration, who have taken oaths 
of office to uphold those laws, have been interpreting and admin- 
istrating them in such a way as to carry out their letter and their spirit.‘ 


4In January 1955, at the beginning of the first session of the 84th Congress, the 
Antimonopoly Subcommittee of the Senate Judiciary Committee issued a report, based on 
extensive hearings and entitled “Monopoly in the Power Industry.’ The subcommittee 
found that during the 2 previous years, the drive of private power monopoly to eliminate 
public and cooperative competition in the electric-power business had found expression in 
the following chan in the Federal power program : 

“(1) Denial of Federal responsibility for maximum use of its resources programs to 
assure adequate low-cost power supply to meet expanding needs of public and cooperative 
systems. where those nonprofit systems have been encouraged to depend upon this source 
of supply, not only as a basis for their financing but also to enable them to exercise a 
com tive yardstick influence on private power seponaly : 

“{2) Repudiation of Federal pa with local public and cooperative electric 
systems, forcing many of them to the choice between bankruptcy and accepting 
the terms of their private competitors, with the certainty that the r t in any case will 
be Maher rates and more pentehceet service, 

“(3) Practical repeal by administrative action of the preference provision for marketing 
power to nonprofit community systems, through treesing further hydroelectric develop- 


ment; refusing to purchase enough offpeak steam-electric energy to fully firm up Federal 
hydro; selling the yn of Federal power pectacte under long-term entracte. without 
wi wal pri w such power will needed to meet the growing demands of 


electric systems ; suggestion tha 
Core matancns netvate erpGeuus tor thelr: howled power stely ; ond 


t such systems make terms 
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Our investigation extended into problems affecting preferred cus- 
tomers in the Southeast, the Southwest, the Intermountain States, 
California, and the Pacific Northwest. It has disclosed that the Sec- 
retary of the Interior, the Under Secretary, the Assistant Secretary 
for Water and Power, and the Rural Electrification Administrator 
are deliberately reinterpreting the laws they are charged to administer, 
in practical defiance of the intent of Congress, and that they are 
acting in direct. harmony with the purpose of the private power com- 
panies to change those laws. 

Early in our hearings former Gov. Ellis Arnall, of Georgia, - 
peared as counsel for the rural-electric cooperatives of his State. In 
the course of his testimony, Arnall said: 


No matter how you write the law, the law is not enough. 
Any public official charged with responsibility to administer 
a law, in my judgment, must be in sympathy with the law or 
else it will not be administered, and I don’t believe this 
committee in its wisdom could write a Jaw that would cure 
the problem we have encountered here. There is only one 
answer: Honest, fair, constructive, sympathetic administra- 
tion of thelaw. (See hearings, p. 535. 


This committee is convinced that Congress should consider the re- 
sults of this inquiry in the light of Governor Arnall’s words. 


Conclusions 


(1) In the Southeast, Secretary of the Interior McKay, Under 
Secretary Davis, and Assistant Secretary Aandahl have for 3 
years applied every possible pressure on the rural electric co- 
operatives to accept the Georgia Power Co.’s proposal for the 
marketing of Georgia’s share of power from the Federal Clark 
Hill project on the Savannah River. In doing so, they deliber- 
ately suppressed a vital opinion of the Attorney General up- 
holding the rights of the cooperatives and tried to trick the 
cooperatives into signing an agreement the Attorney General had 
condemned. 

The company proposes to purchase the Government power at the 
bus bar of the Clark Hill powerplant for resale to the cooperatives, 
which it would retain as its customers. This proposal is the one char- 
acterized by the Attorney General in his opinion to the Secretary of 
the Interior as flouting the law. In effect, it would repeal section 5 of 
the 1944 Flood Control Act and enact in its place the Bailey amend- 
ment which Congress defeated after committee consideration and floor 
debate. Secretaries Aandahl and Davis advised Secretary McKay to 
accept this proposal. 

In spite of the congressional directive to transmit as well as dispose 
of the power, the Secretary of the Interior since 1953 has asked no 
funds for transmission lines to deliver Clark Hill power, has advised 
appropriations committees that no money was needed, has honored the 
company’s veto on wheeling the power to preferred customers, and has 
advised the rural electric cooperatives that their offer to purchase the 

ower would not be accepted unless they could demonstrate their abil- 
ity to come and get it. 

“(4) Refusal of funds for necessary construction by the Tennessee Valley Authority 
for additional steam capacity for meeting its utility responsibility to its 148 municipal 
and cooperative partner distribution systems and the substitution of an awkward arran 


ae ae which private power systems would gradually take over TVA’s power supply 
unction.” 
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Following the change in control of Congress in 1955, the Secretary 
of the Interior, as already noted, asked the Attorney General of the 
United States for an opinion as to whether the contract, proposed by 
Georgia Power Co. and supported by Davis and Aandahl, would com- 
ply with the law. When the answer proved a vigorous negative, Sec- 
retaries McKay, Davis, and Aandahl deliberately withheld the opin- 
ion and collaborated with the company in a new plan for pressuring 
the cooperatives into agreeing to the company’s original plan which the 
Attorney General maid Gouted the law. The company was induced to 
offer the cooperatives a modified wheeling proposal heavily loaded 
with additional costs and other disadvantageous conditions and the 
cooperatives were notified that the previous proposal was still avail- 
able to them. The Attorney General’s opinion was received and sup- 
pressed following a White House conference. The President’s Assist- 
ant, Mr. Sherman Adams, acting through his special counsel, refused 
to let the committee know who attended the conference or what was 
discussed and agreed upon. 

Meanwhile, Rural Electrification Administrator Ancher Nelsen, 
who had taken a hand in persuading the cooperatives to accept the 
company proposal, advised Under Secretary Davis that he thought the 
cooperatives could be induced to give up on every point, stating that 
this would protect “the power company from an economic threat and 
the administration from a political one.” 

The Interior Department’s prolonged effort to put over the com- 
pany’s proposal in this instance has already cost.the Government more 
than $1,500,000 in lost revenue. 

(2) In the Southwest, the present administration of the Depart- 
ment of the Interior has resorted to every conceivable device to 
end the partnership arrangement between the Southwestern 
Power Administration and the rural electric cooperatives and to 
force the cooperatives and other preference customers into de- 
pendence on neighboring private power companies for their power 
supply. 

On the excuse that the 1953 session of the 83d Congress denied funds 
for that purpose, the Department proceeded in effect to abrogate con- 
tracts with a group of generation and transmission cooperatives for 
lease operation of their transmission facilities, purchase of firming-up 
yower from their steam stations, and supply of firmed-up power for 
Salivary to their member cooperatives, on the basis of which the coop- 
eratives had borrowed $70 million. The Department advised the co- 
operatives, on pain of bankruptcy, to work out substitute integration 
deals with the neighboring private power companies.° 

While urging the x seg to work out such deals, the Interior 
Department weakened their bargaining position by keeping them on a 
month-to-month basis in purchasing the output of their steam plants; 
by refusing to give them any commitment as to their ultimate share 
of Government hydro until they had reached agreement with the 
companies; by imposing a ceiling on the power it would supply to each 

referred customer ; and by fostering a sense of unfair discrimination 
in the other preferred customers whom it denied needed power as a 


5In a letter of May 3, 1956, to the chairman of the Public Works and Resources 
Subcommittee, the Comptroller General stated that he has ruled that the action by the 
Department of the Interior in attempting to abrogate the contracts was unjustified and 
illegal. Consequently the Comptroller General is allowing the claims of the cooperatives 
based upon the old contracts. At the time of gory is report, the ultimate cost to 
nterior Department is not known. 


the Government resulting from the illegal action of the 
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result of the total reserved for the generation and transmission 
cooperatives. 

As the joint plan of the Department and the companies unfolded, 
it became clear that the deals they were pressing the generation and 
transmission cooperatives to accept <a require the cooperatives to 
exercise their preference to Federal power on behalf of the private 
power companies with which they would be integrated; to operate 
their steam plants, if any, for the companies; and to purchase all their 
power requirements from the companies. 

Despite the clear directive of the 84th Congress in its 1st session to 
reactivate the Southwestern Power Administration contracts for in- 
tegrated operation with the cooperatives, with specified amendments, 
the Interior Department secretariat has resorted to all kinds of delay- 
ing tactics,° while using proposed upward rate revisions in a continued 
attempt to force these preferred customers to choose “voluntarily” to 
integrate with the private companies instead of with the Government. 
These rate revisions would underprice Government peak power, which 
only the companies can use, and overprice firm power, which is adapted 
to preferred customer use, in such a way as to enable the companies to 
offer Government preference customers a temporary better deal than 
the Government itself offered. 

(3) In the Intermountain States, Rural Electrification Admin- 
istrator Ancher Nelsen and his aids have used continuous pres- 
sure to coerce the Colorado-Ute generation and transmission 
cooperative, serving four distribution co-ops in Colorado and 
Utah, to integrate on unfavorable terms with the Western Colo- 
rado Power Co., despite a confidential REA staff study which 
showed it would be cheaper for the cooperative to go it alone. 

This cooperative was given to understand that, despite their fre- 
quently expressed desire for independent operation, they must inte- 
grate with the company as the price of obtaining an REA loan for the 
station and transmission lines. The integration contract which the 
company imposed on the Colorado-Ute co-op, under circumstances 
in which it had no alternative but to accept the company’s terms, was 
admitted by Nelsen to be quite snfavorabie 

Under the contract, the Colorado-Ute co-op is to turn over its new 
power plant to the company to operate, pay all the debt and other 
fixed charges, including the carrying cost of the fuel inventory and, 
in addition, pay the company a rate per kilowatt-hour sufficient to 
cover the cost of operating and maintaining the plant, plus the fuel 
cost of generating the energy which the co-op requires. The com- 
pany is entitled to take all the output not a by the cooperative, 
with the first 50 million kilowatt-hours at only the fuel cost of genera- 
tion, or about 2 mills for power that it now wholesales at somewhat 
over 10 mills per kilowatt-hour. 

The advantage to the company is estimated at from $90,000 to 
$400,000 per year, which is, in effect, a subsidy to the private company 
and, in turn, burdens the cooperative’s rates. The Rural Electrifica- 
tion Administrator approved this deal. For sometime previous to 
his approval of the loan there had been in the REA files an official staff 
power cost study which showed and said that it would be cheaper for 


*The “difficulties” raised by the Interior Department officials were found to be without 

merit by the va $y Sonal General in Opinion B-—125127 of February 14, 1956. The 

Foteciog Department, however, had delayed 5 months before even asking for the Comptroller 
eneral’s views. 
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the cooperative to go it alone. This study had not been disclosed to 
the cooperative. 

(4) In the Central Valley of California, the influence of the 
dominant Pacific Gas & Electric Co. was sufficient to disrupt the 
effective carrying out of the preference provision, although not be- 
fore it had demonstrated the effectiveness of public competition in 
reducing the cost of power supply to small municipal electric 
systems. 

The company first exerted its influence to block appropriations for 
the Interior Department to build transmission facilities and a firming- 
up steam plant. It then refused to wheel the power from the Fed- 
eral projects to small municipal systems until it had sewed them up 
in 5-year contracts by offering them wholesale power rates 10 percent 
below its regular Public Service Commission approved schedules. In 
fact, before finally agreeing to wheel Federal power, it anticipated 
the expiration of these contracts by renewing them in the face of a 
general 1814 percent increase in rate schedules. 

When those contracts began to run out, the cities inquired of the 
Bureau of Reclamation and were advised that all firm power, includ- 
ing power from new projects due to come in the following year, was 
committed. This left them under the threat of an increase of about 
28 percent in their power supply costs because the competitive influ- 
ence of Federal power supply had been removed. 

Throughout this period the city power systems must share respon- 
sibility for the success of the company in thwarting full application 
of the Federal power policy established by Congress, because the 
showed hesitance in accepting Bureau of Reclamation contracts which 
would have required cost-of-service rates to consumers. At least two 
of them were committed to a policy of maintaining rates which, al- 
though lower than those charged by the company, were high enough 
to support a contribution to the general city treasury in excess of what 
private utilities would have paid in taxes. 

The entire California Municipal Utility Association is supporting 
by resolution the marketing of Federal power in accordance with the 
preference provision and the construction of the Trinity River and 
other projects, free from partnership arrangements for private 
construction of the power works, in order that the full advantages 
may flow to the people. 

Renewal by the Secretary of the Interior from year to year of a 
contract signed by the Bureau of Reclamation with the Nevada Colo- 
rado River Commission for 33,000 kilowatts of Shasta project power, 
if the Commission would arrange for wheeling within a year, is 
depriving preference customers of this additional power. The Pacific 
Gas & Electric Co., which since 1952 has refused to wheel this power, 
is meanwhile receiving the benefit of this power which is so badly 
needed by preference customers in northern California. 

The record shows that the failure of the present administration to 
support a continuation of the Central Valley program, bringing in 
additional Federal power supply for irrigation pumping and sale to 
preference customers, represents a serious setback for the public 
interest and ultimate victory for private ae monopoly in this area. 

(5) In the Pacific Northwest, the administration is striking at 


the very heart of the Federal Columbia River Basin multipurpose 
program by refusing to ask for planned and scheduled new project 
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starts, thus forcing the region into a prospective power shortage 
which is being used to drive preferred customers into ultimate de- 
pendence on non-Federal sources of power supply. 

Preferred customers of the Reclamation Bureau’s Minidoka system, 
some with contracts dating back 45 years to 1910, are ey, 2 told to 
look to the Idaho Power Co. to meet their growing needs, while nearby 
projects available for Bureau development are not pressed by the 
Department. Simultaneously, the Bonneville Power Administration 
was signing a contract with the Idaho Power Co., which will provide 
the Sint taes f with seasonal power at dump power rates to meet its 
summer peak loads, without using the opportunity to wheel the small 
amounts of power required to meet the urgent summer needs of those 
long-established Bureau customers and others. 

The Department, in anticipation of the time when the supply of 
Federal power will run out, is also compelling public and cooperative 
customers of the Bonneville system, when their requirements contracts 
need amendment, to exchange such contracts for new ones which will 
enable the Administrator to place a ceiling on their supplies. 

(6) The Department is deliberately shrinking the Bonneville 
Power Administration market region to exclude Idaho and other 
areas by (a) withdrawing the previous administration’s request 
for appropriations for an interconnection with Idaho; (b) repeal- 
ing regulations which would have given the Government the right 
to use excess capacity in Idaho Power’s transmission lines crossing 
public lands; (c) entering into a contract so one-sided in favor of 
the company that it can amortize the cost of constructing a private 
intertie in 5 years; and (d) by accepting the company’s veto on use 
of this line to wheel power to the Department’s Idaho preference 
customers. 

The Department has deprived its Bonneville Power Administration 
of the authority to plan and recommend the undertaking of Columbia 
River Basin projects to meet the expanding power requirements of 
the region ant is now featuring in the BPA advance program reports 
so-called partnership non-Federal projects which will disintegrate 
the comprehensive multi-purpose-development plan for the Columbia 
River and its tributaries ei render rural electric cooperatives and 
other small preferred customers dependent on high-cost non-Federal 
developments for their power supply. 

(7) The Federal power policy, which the present administration 
is making every effort to reverse, is part of the broader conserva- 
tion program to assure the people of the country maximum use 
of their river-basin resources. 

This policy, developed by a series of administrations and Congresses, 
recognizes that responsibilities go with powers, and authorizes the 
use of all the powers of Government to provide flood control, naviga- 
tion, water supply, irrigation, hydroelectric power, and recreation 
through peo ackatae river-basin programs. 

In acts providing for both the licensing of non-Federal power de- 
velopment and for marketing power from Federal developments, it 
provides a preference for feat public and cooperative agencies be- 
cause electric power is a public business and the opportunity for non- 
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profit operation provides an effective check on private monopoly in 
a field where it would be incompatible with democracy. 

In section 2 of this report we have reviewed the place of this policy 
in the fay of oper pope hgh pace « ae — including = 
appraisal by Con of its pur as embodied in the operations o 
the’ Tennessee Val ley Authority. as 3 

Our investigation makes it clear that the high pressure propaganda 
and lobbying drive to destroy this policy by private power companies 
operating through national organizations established for the purpose, 
has created an atmosphere of confusion in which public opinion and 
even the thinking of Congress has tended to lose sight of the basic 
pattern and objectives of this traditional American resources and 
power program. The evidence shows that this confusion has opened 
the way for the attempts of the present administration to rewrite 
Federal power policy without recourse to Congress as the frontline 
of a drive of the private power companies to establish complete 
monopoly in the field. 

(8) The announced administration policy is identical with that 
of the companies. It is designed to destroy the Federal power 
program and eliminate every vestige of opposition to the establish- 
ment of a complete private power monopoly in the United States. 
In carrying it out, the activities of the Interior Department and 
the private companies are completely coordinated in each region 
of the country. Only the refusal of the rural electric cooperatives 
and public systems tamely to accept the proposed poor-relation 
dependence on the companies has preserved the basic elements 
of the traditional policy so that Congress can take steps to restore 
its vitality. 

We conclude from our investigation that the withdrawal of the 
Federal Government from responsibility for comprehensive river- 
basin programs, producing power supply marketed with a preference 
to nonprofit community electric systems, will enable the companies 
gradually to squeeze out or absorb rural electric cooperatives and 
small municipal electric systems. 

This youll be disastrous to the public interest generally, for it 
would fasten on the Nation a gigantic private monopoly, controlling 
the very energy which makes possible the high level of American 
civilization. This monopoly would reach into every community, into 
every place of business, into every farm and urban home in the land. 
In the Pacific Northwest the administration’s “partnership” policy 
has already spawned the Pacific Northwest Power Corp. which, under 
its charter, is authorized to bring within its control the entire power 
supply of the region. 

t is our considered conclusion that Congress must take whatever 
— are necessary to arrest the reversal of Federal water resources 
and power policy which has gone on since 1953, to restore the respon- 
sibility of the Federal Government in this vital field, and to assure 
to the public and cooperative electric systems, for which Congress 
has time and again expressed its solicitude, the low-cost power supply 
necessary to their survival as a competitive check on this gigantic 
monopoly threat. 
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Recommendations 


To restore a sound Federal program in the field of competitive 
development and marketing of electric power, the committee 
recommends that— 

(1) The President accept forthwith the resignations of the 
Under Secretary of the Interior, Clarence A. Davis, and As- 
sistant Secretary for Water and Power, Fred G. Aandahl, 
since together with former Secretary of the Interior, Douglas 
McKay, they have demonstrated that they are out of sympathy 
with and unwilling to carry out the laws which they are re- 
sponsible for executing. 

(2) Congress resume an orderly program of authorizations 
and appropriations for Federal development of the country’s 
rivers on a multiple-purpose basis, with Federal development 
of the power on a basis to assure the people the maximum use 
of their resources at minimum public costs. 

(3) Congress restore the true antimonopoly partnership 
program for marketing power from Federal hydroelectic 
projects in accordance with preference provisions enacted by 
Congress, with recognition of the Federal responsibility for 
regional interconnection of Federal power projects and for 
the transmission, as well as firming up, of the power to meet 
the needs of rural cooperatives, public bodies, and municipal 
electrics. 

(4) Congress provide funds promptly for facilities for the 
delivery of power from the existing Clark Hill project and 
from the forthcoming Jim Woodruff and Buford projects in 
the Southeastern Power Area so as to assure that the power 
will be marketed in accordance with law, that the rural elec- 
tric cooperatives and other preference customers will receive 
full benefit from the project and that financial loss to the 
Federal Government will be avoided. 

(5) Congress provide for loans to groups of rural electric 
cooperatives joining to form generation and transmission 
systems, to assure competitive power supply, without any re- 
quirement that they integrate with their private utility com- 
petitors to such an extent that they lose their independence 
of operation. 

(6) Congress launch a full-scale joint investigation by both 
Houses to determine whether or not there is an organized 
effort of the private power companies to influence the Fed- 
eral administration, the Congress, the governments of the 
States, and the political life of the Nation. 


Subversion of the law by top Interior Department officials 

Through its investigation this committee has uncovered a brazen 
attempt on the part of the Secretary of the Interior Douglas McKay, 
Under Secretary Clarence A. Davis,’ and Assistant Secretary for 
Water and Power Fred G. Aandahl to subvert the Federal power mar- 
keting laws. They have, in effect, flouted the will of Congress by at- 
tempting to substitute an alternative version for a duly enacted law. 
This alternative, known in 1944 as the Bailey amendment, has more 
than once been rejected by Congress after extended debate. But the 


7Mr. Davis held the Office of Solicitor, Department of the Interior from February 17, 
1953, until September 1, 1954, when he became Under Secretary. Upon the resignation 
of Secretary McKay on April 15, 1956, Mr. Davis became Acting Secretary. 
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secretarial triumvirate of the Department of the Interior apparently 
follows the edicts of the private power companies as those of a sort 
of superior legislature oak authority to reverse any action of Congress 
Shih does not maintain their monopoly in the field of power supply. 

The evidence before this committee shows that, despite the prefer- 
ence accorded by Congress to public and cooperative electric systems 
in wholesale purchases of power from Federal projects, the present 
administration has made every effort to sell such power to privately 
owned utilities at the bus bar of the powerplants. It has sought to 
coerce rural electric generation and transmission cooperatives into 
using their preference rights to channel Federal energy into private 
power systems. It has withdrawn from Federal responsibility for 
power supply, upon which preferred customers have depended for 
more than 40 years. And it is attempting to establish that very monop- 
olization of power supply by private companies which Congress, by 
successive laws, sought to prevent. 

The evidence shows that, in their testimony before committees of 
Congress, as well as in their official statements and public speeches, 
Interior Secretaries McKay, Davis, and Aandahl have openly declared 
their complete lack of sympathy with the laws eattietedd by Congress. 
They have, instead, shown identification with the private power com- 
panies in the changes the latter have advocated in those laws. And 
they have attempted to make those changes by administrative fiat, 
rather than by seeking congressional action. 

The evidence shows that, in spite of the clear legal challenge by 
rural electric cooperatives and public power systems, the present ad- 
ministration of the Department of the Interior did not ask the United 
States Attorney General for an opinion on the legality of their actions 
until 2 years after they undertook to rewrite Federal power policy 
by administrative interpretation. It shows further that this request 
by the Secretary of the Interior to the Attorney General for an opin- 
ion came only after a change in the control of Congress brought in- 
quiries from congressional committees into how the Department of 
the Interior was disregarding the law and the public interest. 

The suppression of the Attorney General's opinion 

The evidence shows that on July 15, 1955, the Attorney General 
finally rendered an opinion that the particular private power com- 
pany bus bar sale proposal, which this Interior Department trium- 
virate was attempting to put over on the rural electric cooperatives of 
the State of Georgia, would constitute an “emasculation” and “flout- 
ing” of the law. The implications of this 2 ye extend its con- 
demnation far beyond the specific case referred to the Attorney Gen- 
eral, to actions of the Department of the Interior in other regions of 
the country. 

The evidence shows that the Interior secretariat then proceeded to 
conceal the Attorney General’s opinion from the public, from the 
directly interested Georgia rural electric cooperatives, and even from 
its own Southeastern Power Administrator, whose responsibilities it 
particularly concerned. It shows further that, after receipt of the 
opinion, they cooperated with the gehen company in baiting a trap 
which they hoped would tempt the rural electric oe Sohal to 
accept voluntarily the very contract which the Attorney General held 


to be in conflict with the clear intent of the law. They sought thus to 
establish a precedent which would serve the purposes of private power 
monopoly throughout the country. 
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The evidence shows that it required this committee’s investigation 
to drag out the opinion of the Attorney General and the related docu- 
ments for inspection by Congress and the public. It shows further 
that documents sent by then Solicitor Davis to the Attorney General, 
os to be helpful to him in preparing his opinion, were art- 

ully loaded to mislead him into finding the Interior Department’s 
course of action within the law. 


Design of the administration to foster private monopoly in the electri 
power field 

The evidence shows further that, even after the 84th Congress 
directed the Secretary of the Interior to take steps to market power 
from Federal dams in accordance with the law, the top officials con- 
tinued to stall while increasing pressures were brought on the pre- 
ferred customers to integrate their systems with the private companies 
in their regions. Thus, these officials showed greater loyalty to the 
objectives of private monopoly than to the laws they had sworn to 
enforce and to the Congress of the United States. 

This committee must register its strong conviction that such conduct 
on the part of the Secretary of the Interior and his associates not 
only reveals a standard far below that expected of public officials but 
raises a serious question as to their fitness to continue in high office. 
The continued exercise of responsibility for so vital a policy as that 
involving electric power by those whose loyalty is to a private rather 
than the public interest should not be tolerated. 

Our conclusions are not based solely on the ex parte testimony of 
representatives of public and cooperative systems designated as pre- 
ferred customers for wholesale power supply from Federal dams. 
The officials of the Interior Department and the Rural Electrification 
Administration were given full opportunity to defend themselves, to 
show where the charges against their conduct in office are incorrect 
or to give their explanation of their actions. In fact, their extended 
testimony, in response to questions based on the testimony of preferred 
customers, has served to confirm rather than deny their failure to 
comply with laws enacted by Congress. Their explanations have at 
times been mere paraphrases of private power company propaganda. 
And the most damaging evidence against them was unknown to the 
preferred customer witnesses and was uncovered by the committee in 
departmental documents supplied at the committee’s request. 


The pattern of Federal responsibility in water resources and power 


In order that Congress may move with confidence to restore Federal 
responsibility in the field of water resources and power, including 
provision for meeting the needs of municipal and rural electric sys- 
tems, we here outline the legislative structure which defines that 
responsibility : 

(1) Through a series of basic laws and specific authorizations 
and appropriations Congress has empowered the Corps of Engi- 
neers and the Bureau of Reclamation, in cooperation with other 
specialized agencies to survey, plan, construct, and operate river- 
basin programs, including use of the water resources for all bene- 
ficial purposes. Experience of half a century has demonstrated 
the tremendous contributions that the combined activities of these 
agencies can make to the national economy. 
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(2) In 1933, after about 10 years of consideration of the mat- 
ter, Congress established the onan Valley Authority as an 
experiment in unifying these traditional river-basin development 
functions in a single regional agency, with responsibility for an 
entire river basin. Five years later a joint congressional com- 
mittee, established to investigate the Tennessee Valley Authority, 
rendered a highly favorable report. 

(3) Following the TVA experiment, Congress enacted legisla- 
tion which sought to extend the important improvements in river- 
basin planning, construction, and operation embodied in the TVA 

rogram to the activities of the Corps of Engineers and the 

ureau of Reclamation, in cooperation with other specialized 
agencies of the Departments of Agriculture and the Interior, in 
order to assure ful use of the resources of other river basins in 
the public interest. All river-basin planning became increasingly 
multipurpose and comprehensive in character, accepting as the 
objective the greatest combined advantages from watershed man- 
agement, flood control, conservation storage, water supply, irri- 
gation, navigation, hydroelectric power, pollution control, wild- 
life, and recreation. 

(4) Federal development and marketing of hydroelectric pow- 
er, made possible by this approach to river-basin development 
was an essential part of these programs and, in a series of laws, 
Congress established a uniform Federal power policy applicable 
to all river-basin programs, whether the main responsibility for 
development and operation of projects is lodged in the Corps of 
Engineers or the Bureau of Reclamation. 

(5) This Federal power policy, established by Congress in 
legislation passed in almost every instance after protracted com- 
mittee hearings and sharp debate on the floors of both Houses, 
was based throughout on two fundamental principles: (a) maxi- 
mum development of the Nation’s waterpower resources, con- 
sistent with use of the streams for other purposes; and (0) pref- 
erence to public and cooperative electric systems, operated to serve 
their citizens or members rather than for profit, to prevent mo- 
nopolization of the power produced through public investment 
in development of the people’s water resources. 

(6) This congressionally established Federal power policy has 
provided, through basic legislation as well as through authoriza- 
tion and appropriation for the following necessary steps by the 
agencies responsible for giving effect to these two principles: (a) 
Federal development of power potentials at Government dams for 
either base load or peak load, depending on which shows the 
greatest value as part of coordinated regional power supply; 
(5) Federal responsibility for transmission interconnection of 
Federal hydroelectric projects in a basin or region to make pos- 
sible both hydraulic and electrical coordination of operation; (c) 
Federal responsibility for firming up the power og Federal 
hydroelectric projects to the extent necessary to meet the power 
requirements of preference customers and to give the power its 
highest value; (@) Federal responsibility for transmission of the 
power to load centers where it can be obtained by preferred cus- 
tomers and others free from monopolization by the power sys- 
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tem which happens to be strategically located to purchase the pow- 
at the bus bar of the generating stations. 
This Federal power policy does not mean that the Federal Gov- 
ernment need build all the transmission facilities required to inter- 
connect projects or prevent monopolization of the power at the dam 
sites. Neither does it require the Government to build the steam 
capacity required to firm up power from projects which are most 
economical when installations are designed to carry peak loads. But 
it does mean that the Federal agency responsible for marketing the 
sae? must be placed by Congress and the administration in a strong 
argaining position in its efforts to contract with private power sys- 
tems for firming up power produced at Government projects and 
for wheeling the firmed-up power to municipal power systems and 
rural electric cooperatives over privately owned transmission lines. 
This will usually require the administration to ask for, and Congress 
to provide, appropriations for Federal transmission facilities even 
though the Government’s marketing agent may never have to construct 
them. Our record, summarized above, shows that failure of Congress 
to provide appropriations for such lines, in effect, gives the private 
power companies in a region a veto over the carrying out of Fed- 
eral law governing the marketing of power from Government dams. 
And the record shows that Appropriations Committees of both 
Houses of Congress have been too frequently misled by promises of 
utility witnesses that they are ready to take care of all transmission 
ofthe power. In recent years they have also been misled by optimistic 
statements of administration officials who are, in effect, cooperating 
with the companies. As a result, appropriations for transmission 
facilities have been withheld, with the consequence that the companies 
were given a veto over Federal policy. 
Importance of restoring full effectiveness of Federal programs 
Under these broad policies established by the Congress of the United 
States, comprehensive river-basin programs are being carried out by 
the Corps of Engineers and the Bureau of Reclamation, either jointly 
or severally, in the Columbia River Basin, in the Central Valley of 
California, in the Colorado River Basin, in the Missouri River Basin, 
in the Arkansas-White-Red River Basins, and in river basins drain- 
ing into the South Atlantic and Gulf of Mexico. Only in the Ohio 
River Basin and the river basins draining into the North Atlantic has 
the influence of special interests been sufficient to block comprehensive 
programs including Federal development of hydroelectric power. 
And, for a period of more than 20 years, there has been a substantial 
amount of agreement that the best use of these resources requires Gov- 
ernment programis including development of power at the Government 
dams. In the Pacific Northwest, for instance, the record of the com- 
mittee shows that the private power companies joined in recommend- 
ing to Congress the undertaking of projects proposed in the “advance 
program” reports of the Bonneville Power Administration to assure 
adequate power supply to meet the future requirements of the region. 
The main power issue centered around the preference provision for 
marketing the power rather than on Federal development. 
In fact, over this entire period, the whole pattern established. by 
Congress for authorization and appropriation for surveys and plan- 
ning, approval of general plans of development, authorization of 
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projects, appropriation for their undertaking, and provision for oper- 
ation and for marketing the power, was based on the assumption that 
the projects, including power facilities, would be Federal projects. 
And, although authorization and appropriation for these undertak- 
ings were on a project-by-project basis, both the Corps of Engineers 
and the Bureau of Reclamation presented to Congress comprehensive 
plans for river basins as a whole, involving in each case many projects. 

In a number of cases, Congress gave general approval to such Corps 
of Engineer plans and simultaneously authorized the undertaking of 
specific projects recommended as first steps in carrying out the plan. 
In fact, in the case of the Central Valley of California, a group of 
individual projects, interrelated as to purpose, were described as the 
Central Valley project. And, in many instances it was recognized 
that projects, which alone might appear to be single-purpose hydro- 
electric developments, were essentially parts of a larger multipurpose 
conservation storage program thereby making full river basin devel- 
opment possible. 

The object of such programs, well understood by Congress, was to 
assure maximum use of river-basin resources for the benefit of the 
people. This object cannot be attained by private participation in 
the development of the major projects in such programs under any 
“partnership” arrangement. A major result of such partnerships 
would be to shatter coordinated planning and development. In turn 
this would require a sharp reduction in the Federal Power Commis- 
sion estimates of the country’s potential undeveloped hydroelectric 
resources. 

The record before the committee shows clearly that the Federal 
administration is engaged, particularly through the activities of Sec- 
retary of the Interior Douglas McKay, Under Secretary Clarence A. 
Davis, and Assistant Secretary Fred G. Aandahl, in a crash plan to 
destroy the integrity of these programs. Rural Electrification Ad- 
ministrator Ancher Nelsen, acting under the supervision of Secretary 
of Agriculture, Ezra Benson, at the very least, went along with this 
plan. If such a plan is allowed to succeed it will prove a major dis- 
aster to the country, in terms of both maximum use of its river-basin 
resources and the important role which low-cost electric power must 
play in building America’s future. 

It is the considered conclusion of this committee that steps must 
be taken promptly to restore this Federal program to full effectiveness 
within the structure of resource law approved by Congress. 
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SECTION II 


BACKGROUND—CONGRESS HAS PROVIDED A BROAD 
POWER POLICY DESIGNED TO SERVE IMPORTANT 
PUBLIC PURPOSES 


This subcommittee has found no more effective “yardstick” for 
measuring the present Department of the Interior’s compliance with 
the law it is supposed to administer than the July 15, 1955, opinion 
of Attorney General Brownell on the proposed tricontract under which 
the Secretary of the Interior would sell Georgia’s share of Clark Hill 
yroject power to the Georgia Power Co. at the generating station 
besten: As we have already pointed out in Section I, this 
opinion, when read in the light of its full implications, convicts the 
Department of attempting by administrative interpretation to change 
the intent of the law which it is charged to administer. 

In this section, to provide a background for analysis of the evidence 
before us, we will examine briefly the implications of the Attorney 
General’s opinion. This will afford an opportunity to review the 
intent of Congress as embodied in Federal power Laritation, with 
pace reference to (1) the preference for public and cooperative 
yodies in the marketing of Federal power, (2) the Secretary’s respon- 
sibility for giving effect to this provision, (3) the extent of Federal 
responsibility in the field of power supply, and (4) how this responsi- 
bility has grown up as part of the Nation’s broader water resources 
program. 


Attorney General says Interior's responsibility must be interpreted 

in light of all Federal power legislation 
The Attorney General first sets forth section 5 of the Flood Control 
Act of 1944, which establishes the rules under which the Secretary of 
the Interior is directed to market power from such Federal projects as 
the Clark Hill Dam and Reservoir on the Savannah River. This con- 
gressional mandate directs that the Secretary of the Interior “shall 
transmit and dis of” the power and energy generated at reservoir 
projects under the control of the Secretary of the Army “in such 
manner as to encourage the most widespread use thereof at the lowest 
ible rates to consumers consistent with sound business principles.” 

t specifies further that— 


Preference in the sale of such power and energy shall be 
given to public bodies and cooperatives. The Secretary of 
the Interior is authorized, from funds to be appropriated by 
the Congress, to construct or acquire, by eaten or other 
agreement, only such transmission lines and related facilities 
as may be necessary in order to make the power and ener 
generated at said Pie available in wholesale quantities 
for sale on fair and reasonable terms and conditions to facil- 
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ities owned by the Federal Government, public bodies, — 
eratives, and privately owned companies.”* [Italics added.] 


The emphasis on the preference provision is that of the Attorney 
General. But we also emphasize the word “transmit” to make clear a 
fact which is ignored in all the Interior Department attempts to mis- 
interpret and confuse the directive, the fact that the Secretary of the 
Interior is directed to “transmit” as well as “dispose of” the power. 
This is of great importance in determining the intent of Congress. 

The Attorney General refers to the provision that preference shall 
be accorded public bodies and cooperatives in “the sale” of power as 
“mandatory.” Then referring to citations of the preference require- 
ments of other Federal power statutes, which are more detailed than 
section 5 of the 1944 Flood Control Act in their safeguards for the 
preference customers, he says : 


—~* 


Since each of these statutes deals with the preferential dis- 
position of Federal power, they should be read in pari materia 
to ascertain the intent of Congress. 


In support of this statement he cites Vane v. Newcombe (182 U. S. 
220, 235-236), and amplifies it in these significant words: 


It is reasonable to attribute to the Congress that enacted 
section 5 the same solicitude for preference customers that 
had been recognized as necessary on other occasions. Con- 
gress knew that public bodies or cooperatives whom it wished 
to benefit would hardly be likely to own or control transmis- 
sion lines reaching out to a power project, and hence it could 
not have intended them, in order to contract for the power, 
to be possessed with those facilities in advance. 


He says further: 


To read into the section 5 grant of a preference to public 
bodies and cooperatives the requirement of a presently exist- 
ing ability to take and distribute the power would, in the 
usual case, constitute its emasculation; and it is well settled 
that such a construction of a statute should not be taken 
where a construction is possible which will preserve its vital- 
ity and the utility of the language in question. 


As we shall show subsequently, the evidence before this committee, 
especially the testimony of the responsible officials of the Department 
of the Interior, shows clearly that the administration of Federal power 
policy since 1953 has been deliberately intended to emasculate the 
provisions of law and to substitute the language of the so-called 
Bailey amendment which Congress rejected in favor of the present 
section 5 provision. 

The Bailey amendment would have required the power to be sold 
“at the point of production,” and it will be shown that this has been 
the insistence of the present Secretary of the Interior in the Georgia 
Clark Hill case.2 But, as already indicated, Congress rejected that 


1 See appendix I for the complete text of the opinion. 
? Also. in the Southwest, where the Interior Department is attempting to get all gen- 
eration and transmission cooperatives to accept the Whitney Dam type of contract. 
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amendment in favor of the present language. And the Attorney Gen- 
eral quotes Senator Bailey himself as stating that he was willing to 
modify his proposition to permit the Government to “run transmis- 
sion lines to a rural electric association if they have none.” 

In reviewing the legislative history of section 5 of the 1944 Flood 
Control Act, the Attorney General noted, among other things, a state- 
ment of the Senate Committee on Commerce with reference to the 
language which finally became law. The committee stated that, in 
order to avoid— 


setting up a public power trust which would be unduly com- 
petitive with established private power utilities— 


it had inserted a proviso authorizing the Secretary of the Interior 
to construct and acquire only such transmission lines or related 
facilities— 


as may be necessary in order to make the power and 
energy * * * available in wholesale quantities for sale on 
fair and reasonable terms and conditions to facilities owned 
by the Federal Government, public bodies, cooperatives, and 
privately owned companies— 


with a preference to public bodies and cooperatives. 
The Attorney General points up his review of the legislative history 
of section 5 of the 1944 Flood Control Act with this strong conclusion : 


I have made this extended reference to the legislative 
history because it convinces me of the deep concern that Con- 
gress had, in making provision for the disposition of Federal 
power, for the preferential status of public bodies and cooper- 
atives. It is clear that it wished generally to continue the 
policies it had theretofore formulated in other power acts. 


Section 5 of the 1944 Flood Control Act in the light of other Federal 
legislation 
This committee has reviewed the series of laws in which Congress, 
over a 50-year period, has been formulating Federal power marketing 
policy and especially the preference provision, and finds the following 


significant indication of the intent of the language of section 5 of 
the 1944 Flood Control Act: 


(1) The Federal Water Power Act of 1920, now part I of the 
Federal Power Act, in according the statutory preference to 
States and municipalities in the issuance of preliminary permits 
or licenses for development of a waterpower resource, if their 
plans are equally well adapted for using the water resources, 
directs the Federal Power Commission to allow such public bodies 
a reasonable time to perfect their plans (sec. 7, Federal Water 
Power Act). 

(2) The Tennessee Valley Authority Act and the Bonneville 
Project Act also assure public bodies and cooperatives time in 
which to perfect their arrangements or qualify as preferred 
purchasers of power supply from Federal projects. Thus, where 
such prefe customers propose to construct a transmission line 
to one of its generating stations or main transmission lines, the 


TVA Act directs the Authority— 
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to give such State, county, municipality, or other organi- 
zation ample time to comply fully with any local law now 
in existence or hereafter enacted providing for the nec- 
essary legal authority— 


for such body to contract for the power. The Bonneville Act 
similarly directs the Administrator to afford public bodies and 
cooperatives reasonable time to have the necessary bonds or other 
security issues authorized— 


to enable such prospective purchaser to enter into the 
public business of selling and distributing the electric 
energy proposed to be purchased (TVA Act, sec. 12; 
Bonneville Act, sec. 4 (c)). 


(3) The Bonneville Project Act goes further, declaring it to be 
the policy of Congress— 


to preserve the said preferential status of the public 
bodies and cooperatives herein referred to, and to give 
the people of the States within economic transmission 
distance * * * reasonable opportunity and time to hold 
any election or elections or AMS any action necessary to 
create such public bodies and cooperatives as the laws 
of such States permit— 


to take any action necessary to authorize the issuance of 
bonds or to arrange other financing necessary to construct 
or acquire necessary and desirable electric distribution 
facilities, and in all other respects legally to become quali- 
fied purchasers and distributors of electric energy avail- 
able under this act (Bonneville Act, sec. 4 (d)). 


(4) The TVA and Bonneville Acts both provide that all con- 
tracts with private companies or individuals for the sale of power 
which is resold for profit shall be cancellable on 5 years’ notice 
if, in the language of the Bonneville Act— 


in the judgment of the Administrator any part of the 
energy purchased under such contract is likely to be 
needed to satisfy the requirements of said public bodies 
and cooperatives (TVA Act, sec. 10; Bonneville Act, 
sec. 5 (a)). 


(5) In both the TVA and Bonneville Acts, it is clear that 
Congress authorized the Federal agency to provide for transmis- 
sion of the power in order to make sure that the Federal marketing 
agency was not limited to contracts with the nearest private 
company and to assure its ability to enter into the contract called 
for “ the entire marketing policy, with special reference to the 
preference provisions. The Bonneville and Fort Peck Acts both 
make it clear that the congressional authorization and direction 
to transmit is an antimonopoly provision. They read: 


In order to encourage the widest possible use of all 
electric energy that can be generated and marketed and 
to provide reasonable outlets therefor, and to prevent the 
monopolization thereof by limited groups, the Admin- 
istrator is authorized and directed to provide, construct, 
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operate, maintain, and improve such electric transmission 
lines and substations * * * as he finds necessary * * * 
for the purpose of transmitting electric energy, available 
for sale, from the Bonneville project to existing and 
potential markets and, for the purpose of interchange 
of electric energy, to interconnect the Bonneville project 
with other Federal projects and publicly owned power 
systems now or hereafter constructed (sec. 2 (b) of 
both acts). 


(6) As the Bonneville Act, followed by the Fort Peck Act, 
makes it clear that the purpose of the whole marketing structure 
is an antimonopoly purpose, so these two acts also spell out the 
relationship between the preference provision and the interest 
of Congress in domestic and rural consumers. Thus, both 
provide: 

In order to insure that the facilities for the generation 
of energy at the * * * project shall be operated for the 
benefit of the general sehdies and particularly of domestic 
and rural consumers, the Administrator shall at all 
times, in disposing of electric energy generated at said 
project, give preference and priority to public bodies and 
cooperatives (Bonneville Act, sec. 4 (a); Fort Peck 
Act, sec. 4). 


Clearly, Congress has produced a remarkably consistent Federal 
power marketing policy, designed to encourage the most widespread 
use of Government electricity at lowest possible rates to consumers, 
to prevent the monopolization thereof, and to benefit the general 
public with particular reference to domestic and rural consumers. 
And the means to accomplish these objectives include especially the 
mandate to “transmit” as well as “dispose of” and the mandate “at all 
times, in disposing of electric energy” to “give preference and priority 
to public bodies and cooperatives.” 

Tere it is important to an understanding of the congressional pur- 
pose in the preference provision to remember that the TVA Act 
defines “public bodies and cooperatives” as including “States, counties, 
municipalities, and cooperative organizations of citizens or farmers, 
not organized or doing business for profit, but primarily for the pur- 
pose of supplying electricity to its own citizens and members.” The 
emphasis on the nonprofit character of the power systems to which 
preference is granted makes it clear that Congress recognized that the 
electric business is a public business, which communities are entitled 
to own and operate on a nonprofit basis if they choose, and that en- 
couragement of nonprofit operation of a portion of the business 
provides the strongest influences for lower electric rates and more 
widespread use of electricity for all consumers, whether served by 
public, cooperative, or private electric systems. 

Taken altogether, as a basis for interpreting section 5 of the 1944 
Flood Control Act, this series of laws, which the Attorney General 
says “should be read in pari materia to ascertain the intent of Con- 
gress,” shows that the preference provision is the basic antimonopoly 
provision of Federal power legislation. And our review of this 
legislation reveals that its enforcement involves much more than the 
Attorney General suggests when he relates it primarily to allowing 
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cooperatives time in which to arrange for transmission of power from 
a Federal project. For, to carry out the antimonopoly intent of Con- 
gress, the Secretary of the Interior must take the responsibility for 
transmitting the power to the preference customers, either by securing 
appropriations to construct transmission lines or by arranging for 
the wheeling of the power on equally favorable terms. 

But a full understanding of the responsibility of the Secretary of 
the Interior, as power marketing agent of the Federal Government, 
requires recognition of the fact that the preference provision is em- 
bedded in the larger structure of Federal water resources law. This is 
particularly important because of the negative position which the 
present administration is taking on Federal responsibility for power 
supply and the authority of the Federal Government to go into the 
power business as such. 

Comprehensive river-basin development and power 

Federal power policy, as it has been progressively formulated by 
Congress, is an integral part of the larger conservation policy of com- 
prehensive river-basin development. Thus, the President’s Water 
Resources Policy Commission, in Water Resources Law, volume 3 of 
its report of 1951, notes that— 


as the size of river-development structures increased, the po- 
tentiality of their use for many integrated purposes became 
obvious (p. 384). 

It continues: 


At the same time, as sheer physical dominion over the rivers 
was extended, there came a growing recognition of the inter- 
relationship between the various structures on the same river 
system, of the fact that storage and release of water at one 
dam directly affects uses and operations downstream, and of 
the fact that electrical and hydraulic integration permits a 
series of dams to do more than the same dams operated inde- 
pendently. And beyond the river itself, there developed an 
increasing awareness of the inseparable effect of land prac- 
tices in the surrounding watershed upon river flows and river 
structures (pp. 384-385). 

The report further notes that, through the years— 


an increasing measure of responsibility has been assumed by 
the Federal Government in the development, utilization, and 
conservation of water and related land resources. 


Then, noting the fact that the Federal Government is one of dele- 
gated powers, it points out the vastly important fact that— 


Congress is authorized to make all laws necessary and proper 
for carrying into execution all the powers vested in the Fed- 
eral Government. 


It says: 


Our Constitution is not a sterile document appealing to 
historic interest alone. It is a living charter of government 
intended and destined to be effective through social, economic, 
and technological changes, as our Nation lives and grows 
(pp. 385, 386). 
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The report points out that powers granted by the people to the 
Federal Government carry with them inescapable responsibilities and 
that Congress has employed its delegated powers in assuming a variety 
of responsibilities in relation to the development, utilization, and con- 
servation of land and water resources. It says: 


Thus, it has exercised its commerce power in regulating, 
protecting, and improving waterways for navigation use as 
well as in the control of floods. Its powers under the prop- 
erty clause have been utilized in laying the foundation for 
reclamation projects in the West. Use has also been made 
of the war treatymaking powers. In the exercise of these 
powers, Congress has additionally provided for the gener- 
ation of electric power. Similarly, provision has inciden- 
tally been made for many other public purposes. And stat- 
utes seeking to coordinate land practices with water activities 
usually have relied, expressly or impliedly, upon a combina- 
tion of two or more of these powers (p. 386). 


It is the structure of conservation legislation, built up by Congress 
on this dynamic interpretation of the Constitution, and approved at 
every stage by the courts, that the presently constituted Department 
of the Interior is attempting to discredit, particularly as it involves 
unified river-basin development, including the development and mar- 
keting of power. Through their public addresses and through their 
actions, as portrayed in the evidence before this committee, the present 
administration of the Department has attempted to substitute itself 
by a process of usurpation, for the Congress and the courts, and to 
write into the laws governing development and marketing of Federal 
power a narrower construction of its duties and responsibilities than 
the Supreme Court of the United States itself has affirmed. This has 
been done so as to write into Federal power policy, by administrative 
interpretation, the changes which the power companies have been 
unable to obtain from Congress. 

President Theodore Roosevelt launched this concept of the Govern- 
ment responsibility for comprehensive development of the country’s 
rivers in 1908, when, in transmitting the preliminary report of his 
Inland Waterways Commission to Congress, he said: ~ 


Every stream should be used to its utmost. No stream can 
be so used unless such use is planned for in advance. When 
such plans are made we shall find that, instead of interfering, 
one use can often be made to assist another. Each river sys- 
tem, from its headwaters in the forest to its mouth on the 
coast, is a single unit and should be treated as such (p. 384). 


The 1912 final report of the National Waterways Commission, cre- 
ated by act of Congress and composed of 12 Congressmen, pointed out 
the need for a comprehensive, storage-reservoir system to be utilized 
for flood prevention, navigation, and power deve opment. After re- 
viewing numerous Supreme Court decisions and concluding that the 
constitutional authority of the Government in this field was very 
broad, the Commission said : ‘ 


With the increasing unity of our national life and the 
wing necessity of securing for human needs the maximum 
neficial use of the waters of every stream it will become 
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increasingly necessary to treat every stream with all its trib- 
utaries asa unit. In the nature of the case so comprehensive 
a policy could be successfully administered only by the Fed- 
eral Government, and consequently, the eventual desirability 
of Federal control is easy to predict (p. 400). 


In this connection, it may be noted that in the same year Presi- 
dent William Howard Taft vetoed a bill authorizing a non-Federa| 
power dam on the White River in Arkansas. In his veto message he 
objected, among other things, to the fact that a dam, which was 
“capable of becoming a part of a general Federal improvement” would 
be constructed under a provision which would have permitted the dam 
to become the property of the State of Arkansas upon expiration of 
the Federal permit. Hesaid: 


To introduce a diversity of title into a series of dams which 
may all become eventually a pe of a single improvement 
directed at the same end would, in my opinion, be highly ob- 
jectionable (p. 401). 


Such is the background of the Federal river-basin programs which 
are providing the power for which the Secretary of the Interior is 
the marketing agent, and which could furnish vast additional supplies 
of power to meet the growing requirements of the several regions. 
And the forecast of the National Waterways Commission of increased 
Federal responsibility has progressively become a reality first in the 
1917 Flood Control Act; then in the authorization of the Muscle 
Shoals project in the Tennessee River Basin during World War I; in 
the Federal Water Power Act of 1920; in the act of 1927 directing the 
Corps of Engineers to survey the country’s rivers and develop basin- 
wide plans for navigation, flood control, and hydroelectric power ; in 
the 1928 Boulder Canyon Act initiating the Federal program for the 
Colorado River Basin; in the Tennessee Valley Authority Act of 1933; 
in the Bonneville project and Fort Peck Acts of 1937 and 1938; and in 
the Reclamation, Flood Control, and River and Harbor Acts of the 
1933-53 period. All these have been pointing toward unity of river- 
basin development with increasing Federal responsibility for full use 
of all the resources. 

Turning now to the specific question of Federal power activities as 
yart of these comprehensive river-basin programs, the President’s 

Water Resources Policy Commission notes that— 


as the desirability of increased conservation and utilization 
of water resources and the necessity for greater flood pro- 
tection have become more generally recognized— 


Congress has extended legislative authorizations toward more and 
larger powerplants, and toward comprehensive development under 
river-basin plans. It points out that— 


the Supreme Court has sustained Federal development of 
power as desirable for utilizing water resources in develop- 
ment for other purposes as navigation and flood control 
(citing U. S. v. Chandler-Dunbar Co. (229 U. S. 53, 73 
(1913) ), and Ashwander v. Tennessee Valley Authority (229 
U. S. 288, 334-835 (1936)) (ibid. 290)). 
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In the latter case, the Supreme Court held concerning the water- 
power created by the construction of a Federal dam that— 


the right to convert it into electric energy, and electric energy 
thus produced, constitutes property belonging to the United 
States. 


The Court held further that— 


authority to dispose of property constitutionally acquired by 
the United States is expressly granted to Congress by section 
3 of article [IV of the Constitution. 


After observing that the property clause is silent as to the method of 
disposition, the Court specified that the method employed must— 


be an appropriate means of disposition according to the na- 
ture of the property, it must be one adopted in the public 
interest as distinguished from private or personal ends, and 
we assume that it must be consistent with the foundation 
aor of our dual system of government and must not 

contrived to govern the concerns reserved to the States. 


On this basis, the Supreme Court held valid the method of dispos- 
ing of the power established by the TVA Act, including acquisition of 
transmission lines and fixing the terms of the sale. 

As a basis for reviewing the performance of the Department of 
the Interior in the exercise of its responsibilities for the marketing 
of power produced at Federal projects, one other case involving the 
TVA is significant. In the 7'ennessee Electric Power Co. v. Tennessee 
Valley Authority case (306 U.S. 118 (1939) ), in which private power 
companies sought to enjoin TVA from carrying out its power pro- 
gram except as related to sale of electricity generated at Wilson Dam, 
the United States district court concluded that the TVA program 
represented a proper exercise of the commerce and war powers, and 
that the electric energy capable of generation at the dams could 
ae nie be sold in competition with energy offered for sale by private 
utilities. 

The Supreme Court did not pass upon the merits of this case but 
held that the constitutionality of a Federal statute may be challenged 
only in a suit seeking to protect a legal right. It held further that the 
plaintiff utilities had no legal right to be free from competition result- 
ing from activities of the Fedeuel Government; and that business 
injuries resulting from such competition could not provide a basis for 
challenging the constitutionality of the TVA Act.’ 

Finally, it may be noted that Congress authorized construction of 
a steam-electric plant to assist in the operation of TVA hydroelectric 
plants. The House committee in first reporting the item stated that 
such steam-plant construction was justified “if the Government is to 
make full utilization of the natural resources and of its investment in 
that area” (H. Rept. 111, 81st Cong., Ist sess., p. 6, 1949) (p. 290). 


* Sixteen years later a case brought by 10 Missouri utilities against the Interior Depart- 
ment’s power-marketing program in the Southwestern Power Administration area, and 
involving specifically contracts between that agency and certain generation and transmission 


cooperatives, was dismissed on the same basis. Again (Kansas City Power & Light et al. v. 
Me. , et al., 225 Fed. (2d) 924; cert. den. Nov. 7, 1955, 76 Sup. Ct. 137), the Court held 
that “fear of competition” did not give the utilities a standing in court. 


78534—56——_3 
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As the report of the Joint Committee Investigating the Tennessee 
Valley Authority showed, the gain to the Government is increased if 
it firms up its secondary hydroelectric energy through interchange 
contracts with neighboring power systems and still further increased 
if, instead of such interchange arrangements, it builds or acquires the 
necessary steam plants. As subsequent sections of this report show, 
the present administration is willing to sacrifice this additional income 
in order to reduce the Government’s participation in the Nation’s 
power supply. 


Congressional joint committee investigation emphasizes purpose of 
Federal power policy 

On April: 4, 1938, Congress, by Joint Resolution 83 (75th Cong.), 
created a Special Joint Congressional Committee To Make Investiga- 
tion of the Tennessee Valley Authority. The report of this joint com- 
mittee, submitted April 1, 1939, constitutes an important part of the 
record which Congress had before it when, by section 5 of the Flood 
Control Act of 1944, it decided to extend a uniform policy to the mar- 
keting of all pover produced at Federal projects by making the 
Secretary of the Interior responsible for the disposition of power 
from Corps of Engineers undertakings. 

In the first place, the committee touched briefly on the conception 
of TVA power development as “incidental” to the development of the 
river for navigation and flood control, as contrasted with the private 
power company position that power was the chief purpose of the 
Tennessee Valley Authority. It said:¢ 


It seems clear to this committee that argument as to the 
“chief” purpose of the river development has little meaning. 
The history of discussion indicates that many purposes have 
been emphasized from time to time, but with a growing real- 
ization of a need for river basin development that would co- 
ordinate all beneficial uses into one general program. In 
such a program, each particular function is in one way or 
another coordinate with all the others. 


The joint committee added: 


Power production is secondary in the sense that the sched- 
ule of firm power must be planned in view of the other uses 
of the water (p. 18). 


This broad view is carried into the committee’s discussion of national 
defense as one of the main purposes of the act. It says: 


In the main, however, it appears that national defense in 
the Tennessee Valley is hardly distinguishable from the pub- 
lic interest in general. In this inland valley, well protected 
from attack, it is obviously desirable to have a well-developed 
system of water transportation available to relieve the heavy 
strain that falls on the railroads in case of war. Industries 
located in this protected area, with ample cheap power and 
accessible raw materials, and backed c a sound agricul- 


tural area, would constitute a factor of security in case of 
any severe strain on the national fabric. National defense, 





Report of the Joint Committee Investigating the Tennessee Valley Authority (76th 
Cong., 1st sess., p. 14). 
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as is now well recognized, depends largely on the possession 
of soundly organized economic areas safe from attack. The 
objective of national defense in the Authority, therefore, is 
chiefly a matter of producing a balanced economic situation 
in all the elements with which the program deals (p. 19). 


The Joint Committee recalled the early charge— 


that the Authority would create an enormous excess of ca- 
pacity in the area, tending to put the utilities out of busi- 
ness. 


It then referred to testimony showing— 


that the 1,401,500 kilowatts of capacity which will become 
available when the 10-dam unified plan is completed will not 
be enough to supply the market, and that the utilities within 
transmission feiifes of the Authority will need to build over 
850,000 kilowatts of new generating facilities within the next 
8 years. 


As the report has already noted: 


The market for electric power, under the stimulus of the 
low retail rates offered by the Authority’s distributors, and 
rate reductions by the private utilities of the region, has 
grown to such a degree as to assure the absorption of the 
generating capacity provided by the Authority’s power pro- 
gram (p. 145). 


This comment is interesting, viewed from the present perspective. 
For, according to the 22d Annual Report of the TVA, the total ca- 
pacity of its system had reached 9 million kilowatts by the end of 1955, 
or more than 6 times the capacity of the 10-dam system contemplated 
at the time the Joint Committee report was written, and the Authority 
predicts a shortage by 1958 unless construction of new generating 
capacity is promptly undertaken. No other part of the country has 
an equal record of growth. 

The Joint Committee called attention to the fact that in 1930 the 
power companies turned down a proposal for “partnership” in the 
development of the Tennessee River. It says: 


On the recommendation of the Army engineers, Congress 
authorized the conduct of negotiations for the construction of 
high dams by private interests on the Tennessee River on the 
basis of a Federal contribution, if the structures were built for 
both power and navigation. Local utility companies declined 
to undertake construction of such multipurpose dams even 
with a contribution of their costs from the Government * * * 
(p. 156). 


Turning to the value of firming up TVA secondary and dump hydro- 
electric power, the joint committee refers to the fact that the sur- 
rounding utility systems contain a large amount of steam-generating 
capacity (p.176). It continues: 


By making suitable bargains for the interchange of surplus 
power, the Authority can transform much of its senunhory 
and dump power into first-grade continuous current, suitable 
for sale at the highest wholesale rate. Similar markets would 
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accrue to the private utilities by permitting them to guarantee 
a larger quantity of firm power to their customers with a 
smaller relative investment, and a reduction in fuel costs 


(ibid.). 


The joint committee’s engineers estimated that relationships of this 
kind would add a net annual profit to the Authority’s 10-dam operation 
of about $2,500,000 with a similar profit to the utilities. They esti- 
mated further, however, that if, instead of contracting with neigh- 
boring utilities, the Authority were to build or acquire the necessary 
steam plants of its own, supplementing steam plants owned by munici- 
palities, a net additional profit of about $3,203,000 could be expected 
(ibid.). 

In other words, the joint committee’s investigation suggested that 
supplementary steam capacity could be justified because of the in- 
creased value it would give the hydroelectric power produced as one 
of the results of its unified river basin development programs. Assist- 
ant Secretary of the Interior Aandahl, before this committee and else- 
where has repeatedly said that Federal or other firming-up steam 
power would yield no additional financial returns to the Government. 


Joint committee explains antimonopoly purpose of Federal power 
policy 
Explaining the significance of the yardstick of electric costs and 
rates, the joint committee investigating the TVA related it to the fact 
that the business of a public utility, whether performed by private or 
public corporations, has been declared by the Supreme Court of the 
United States to be a public business, It said: 


The Government, if it permits the operation of privately 
owned power companies, has the responsibility for seeing to 
in that the public pays no more than the cost of economical 
and efficient operation. 


The committee quoted Mr. Leverett S. Lyon, the executive vice presi- 
dent of the Brookings Institution, as pointing out the difficulties 
involved in the attempt of State commissions to regulate a private 
monopoly. They quoted his words to the effect that— 


since the commissions which have been given this responsi- 
bility have no competitive tests, they have groped, none too 
happily, in an effort to find a satisfactory method of relating 
costs to prices. 

In contrast, the joint committee cited evidence that utility over- 
capitalization was less and electric rates lower where publicly owned 
plants constituted a competitive threat. They cited evidence that 
privately owned utilities could compete with publicly owned plants. 
They also pointed out that in the United States, where the utilities have 
relied upon the regulatory theory of fair return on value, growth of 
consumption has been retarded as compared with that in Ontario, 
where a system corresponding to that of the TVA and its distributors 
had prevailed for a generation. 

The joint committee then reported its conclusion that (a) before 
the establishment of the TVA, there was sufficient experience to prove 
that drastically reduced rates would not be confiscatory in relation to 
economical or prudent investment values; (b) the theory of fair re- 
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turn on value, which could not be defined in practice in the absence of 
competitive standards, made it impossible for regulatory commissions 
to impose promotional rates; (c) the power industry, where it was not 
faced with public competition, refused to take the attitude common 
in mass-production industries, of voluntarily setting low prices and 
looking for profits from a large volume of sales; and (d) this inertia 
of the industry could be overcome by a greatly expanded public com- 
petition. According to the report: 


The committee concludes, therefore, that the creation of 
such a yardstick was the most practical available method of 
breaking the vicious circle of high rates and low consumption 
prevailing in the industry, with a minimum of public owner- 
ship (p. 190)° 


The joint committee then quoted its engineers to the effect that the 
TVA as a Government agency has digiett policy of market develop- 
ment which is diametrically opposed to the marketing policies of the 
private power companies. According to the joint committee staff 
engineers : 


The traditional marketing approach of private industry 
has been to establish rates which will cover, as far as it is 
possible to do so, the entire costs of service immediately, 
and gradually to reduce rates over this long period of time 
required to develop the market under such rate policies; in 
other words, to make the rate payer earn his rate reduction 
in advance (p. 195). 

The Tennessee Valley Authority, on the other hand— 


the joint committee quoted its engineers as saying— 


has established a low-rate policy with a view to developing 
its markets rapidly, thereby cutting down the developments 
period, although subjecting itself, perhaps, to larger loss in 
the early part of the development period (ibid.). 


The joint committee stated that, in its opinion, this approach is the 
essence of the Authority’s success; and the rapid growth in sales jus- 
tifies its ratemaking philosophy. 

The joint committee then observed that— 


the Authority yardstick is perhaps the greatest factor in fore- 
ing the private industry to oa the static policies engendered 
by regulation, and to adopt the mass-production policies of 
competitive industry. 

It added: 


No one will know how cheaply electricity can be sold, and 
how much electricity people will buy in a particular area or 
community until these policies are adopted (p. 198). 


We note here with interest that in June 1943, just 18 months before 
the 1944 Flood Control Act became law, the Electrical World, major 
trade journal of the industry, said editorially that the future of private 


5 Witnesses appearing at our hearings, representing rural electric cooperatives and 
municipal systems in many States, were unanimous in distrusting the protection afforded 
them against high rates by State regulatory commissions. Each felt that availability of 
low-cost Federal power provided a more assured safeguard. 
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enterprise in the power business depends on its adoption of precisely 
this competitive sales policy, as compared with the monopoly sales 
policy which had characterized its previous history. 

It is in the light of this legislative history, as well as the specific 
background of section 5 of the 1944 Flood Control Act, as set forth 
in the Attorney General’s opinion, that we must interpret the respon- 
sibility which Congress assigned to the Secretary of the Interior for 
marketing of all power produced at Federal projects, except that in 
the Tennessee Valeri ederal power ged nas evolved a long way 
from the first preference provision in the 1906 Reclamation Act, but 
the Secretary of the Interior and his Under Secretary and former 
Solicitor are still interpreting the Department’s responsibility in 
terms of 1906, if not pre-1906. 

Congress had established a power marketing policy in a series of 
acts culminating in the TVA Act of 1933 and the Bonneville Act of 
1937. The whole policy, in its administration by the TVA, had come 
under serious criticism. A joint congressional committee, with funds 
to employ engineers and lareutts had investigated the Tennessee 
Valley Authority. We have noted essential conclusions of its report 
bearing on the issue before us. 

Thereafter, according to the Attorney General, the Federal agen- 
cies charged with responsibility for carrying out congressional man- 
dates based on extending this policy, must interpret the law in har- 


mony with these broad indications of congressional purpose. 








SECTION III 


INTERIOR DEPARTMENT USES SHARP LEGAL PRACTICE 
IN ATTEMPT TO REVERSE CONGRESSIONAL DIREC- 
TIVE (SOUTHEASTERN POWER AREA) 


This subcommittee is appalled by the evidence of a deliberate at- 
omnes of the present administration of the Department of the Interior 
to change the law by administrative interpretation and to create the 
impression of confusion as to the meaning of the law where no such 
confusion exists. This includes evidence of an attempt, especially on 
the part of the present Under Secretary (formerly Solicitor of the 
Department) Clarence A. Davis, to mislead both the Senate Com- 
mittee on the Judiciary and the Attorney General. 

We will preface our analysis of this evidence by pointing out that 
the history of congressional action in the field of Federal power policy, 
including not only the progressive formulation of the various elements 
of that policy but also the appropriations for the carrying out of the 
policy, reveal none of the confusion as to meaning claimed by the In- 
terior Department. This runs particularly to the marketing policy, 
including the provision according a preference to public bodies and 
cooperatives. There has been no confusion as to the meaning of this 
either in the minds of its advocates or its opponents. In fact, the 
battle has been quite openly joined between those supporting private 
ove company insistence on sales of Federal electric energy at the bus 

ar of the generating station and antimonopolists supporting the pref- 
erence to public and cooperative systems with Federal responsibility 
for delivery of the energy to them. 

Every time that this issue has been raised in Congress, the private 
power company advocates of bus-bar sales have lost. Now, through 
administrative interpretation, they are making a bold attempt to re- 
verse the action of Congress, So the present administration, after 
creating a sense of confusion, is substituting bus-bar “partnerships.” 


Interior Administration presents slanted material to Attorney General 


This committee has obtained copies of the letters and documents 
which were furnished the Attorney General to provide the basis for his 
opinion as to whether the Georgia Power Co.’s tricontract proposal 
would comply with the preference provision of Federal Ane mar- 
keting law. This company proposal was for sale of Clark Hill project 
power by the Interior Department to the company at the bus bar 
of the generating station for resale to municipal and cooperative sys- 
tems. Our review of these documents suggests that they were definitely 
designed to mislead the chief legal officer of the executive branch of the 
Federal Government into an opinion upholding the legality of the 
Secretary’s signing such a contract. : : 

This is particularly apparent in the letter of Solicitor Davis dated 
February 4, 1955, transmitting 10 documents to the Attorney General 
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“for your information, that you may have a complete picture.” The 
first of these documents is designated “Opinion of Mr. Hankin to Mr. 
Eardley regarding the matter, dated September 17, 1951.” (See ap- 
pendix IT, item 2.) 

Solicitor Davis is not content to let Mr. Hankin’s memorandum 
speak for itself but, after the first introductory paragraph of his let- 
ter, says that— 


the matter was submitted by Secretary Chapman to his legal 
staff in the Power Division of his Department, then headed by 
Mr. Gregory Hankin, no longer with this Department. 


He continues: 


Mr. Hankin, who was an expert on these matters for many 
years under the previous administration, held that the con- 
tract was perfectly legal, although he advised the Secretary 
against its execution on political grounds. 


As shown in more detail in section 4 of our report, this characteriza- 
tion of Mr. Hankin’s opinion is a deliberate misrepresentation of what 
the former Power Division attorney actually said. In very brief, 
Hankin’s advice was that, while no court would undertake to override 
the discretion of the Secretary in such a highly technical matter— 


the very fact that his discretion may not be subject to judicial 
review is reason enough why he would want to make certain 
that the contracts entered into for the sale of power would be 
fully within the language and the spirit of the law, promot- 
ing, rather than avoiding, the congressional policy. 


After analysis of the Georgia Power Co. proposal in some detail on 
this basis, Hankin gives it as his opinion— 


that the company’s proposed contract would not be consonant 
with the Secretary’s obligations under section 5 of the Flood 
Control Act of 1944. 


This committee finds no political note in Hankin’s conclusion, but 
a straight attempt to guide the Secretary into carrying out the law 
he is charged with administering. It would be more truly said that 
Solicitor Davis was attempting to secure a political interpretation of 
the law which would enable the present Secretary of the Interior to 
comply with the purposes of the private power company campaign 
to repeal the preference provision by administrative action. 

Under Secretary Davis, as Solicitor, not only misrepresented Han- 
kin’s advice to the former Secretary of the Interior, to make it appear 
to support his own position, but also withheld a vital document from 
the package designed to give the Attorney General “a complete pic- 
ture.” This document was, in fact, the most forceful attack on the 
legality of the tricontract proposal in Davis’ possession. It was in 
the form of a legal memorandum prepared for the Georgia Electric 
Membership Corp. (the Georgia cooperatives) by its counsel, former 
Governor Ellis Arnall. Not until the Attorney General’s office made 
two subsequent written requests for further information, did Davis 
finally send him this document, which is entitled “Memorandum of 
Law Supporting Georgia Electric Membership Corp’s Offer to Pur- 
chase Clark Hill Power.” (See appendix Til). d again Davis’ 
attempts to guide the Attorney General’s thinking by dismissing the 
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GEMC as “largely a paper corporation” without the “physical means” 
to take or deliver electric power. He asks: “How then can the Gov- 
ernment contract to sell energy to the Corporation?” 

Solicitor Davis’ first package did, however, include Assistant Sec- 
retary Aandahl’s memorandum to Secretary McKay, recommending 
that he sign the tricontract. In his letter Davis emphasizes this 
memorandum, stating that it “would seem to make the economics of 


the situation very clear.” Aandahl, however, advises the Secretary 
that— 


The real] issue is a local struggle between a public power 
minded group without any physical electric power facilities 
and a private power company with established and ry 
generating cok ineiikin facilities adequate to meet an 
presently serve the needs of the area. That contest is a local 
one, and the Federal Government should not be a party to it. 


He stated that the question of legal title to the power is one merely of 


“scholastic interest” and “purely academic.” The Attorney General 
clearly thought otherwise. 


Solicitor Davis attempts to rewrite the law 


We have reviewed the February 9, 1954, memorandum-opinion of 
Solicitor Davis with regard to the marketing of power from the Clark 
Hill project, included among the documents supplied to the Attorney 
General, and we find it to be little more than an attempt to rewrite the 
law establishing the Secretary’s responsibility in the matter. 

Thus he begins by splitting up section 5 of the 1944 Flood Control 
Act into what he terms “six separate directives set up for the Secre- 
tary’s guidance in the sale of the power.” In doing so he not only 
changes the order of the directives so that they appear out of context 
but he separates the parts of a single directive in such a way that the 
real intent of Congress is practically obliterated. And he leaves out 
altogether the major directive that the Secretary “transmit” as well 
as “dispose of” the power and energy from Corps of Engineers 
projects. 

For example, he sets up as his fourth “directive” that the power 
shall be sold “in such manner as to encourage the most widespread use 
thereof at the lowest possible rates, consistent with sound business 
principles,” whereas the quoted ahem is just the second part of the 
first directive, which he omits. The entire directive, to represent the 
intent of Congress should read that the Secretary— 


shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at 
the lowest possible rates consistent with sound business prin- 
ciples. [Emphasis added. ] 


As we will show by further analysis, the purpose of Solicitor Davis 
is to give the appearance of conflicting directives and thereby to create 
sufficient confusion to justify the Administration in using its discre- 
tion to reverse the intent of Congress. As we have already noted in 
section 1 of this report, Attorney General’s opinion indicates that sec- 
tion 5 of the Flood Control Act of 1944 must be read as simply an 
abbreviation for the more detailed definition of policy in previous 
acts. This brings into play the more extended language of section 2 
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(b) of the Bonneville Act, as indicating the intent of Congress in the 
matter of encouraging “widespread use,” which reads: 


Sec. 2 (b). In order to encourage the widest possible use 
of electric energy * * * and to provide reasonable outlets 
therefor, and to prevent the monopolization thereof by 
limited groups, the Administration is authorized and directed 
to provide, construct, operate, maintain, and improve such 
electric transmission lines * * * as he finds necessary, de- 
sirable and appropriate for the purpose of transmitting elec- 
tric energy * * * to existing and potential markets, and, for 
the purpose of interchange of electric energy, to interconnect 
the Bonneville project with other Federal projects and pub- 
licly owned power systems now or hereafter constructed. 


This committee cannot overlook the fact that, with Jim Woodruff, 
Buford, and ultimately Hartwell, projects in Georgia, all due to come 
in under the marketing directives of the Flood Control Act of 1944, 
located in the same power-market area as the existing Clark Hill and 
Allatoona projects, this interpretation of the congressional intent 
provides a very different picture from that which the Interior Depart- 
ment Solicitor was seeking to portray. For, although Davis eo at i 
as one of his “directives” the authorization of the Secretary to con- 
struct or acquire— 

only such transmission lines and related facilities as may be 
necessary in order to make the power and energy generated at 
such projects available in wholesale quantities— 


he omits the congressional directive to the Secretary to transmit as 
well as dispose of the power. This, in our opinion, represents a 
glaring revelation of his intention to rewrite the law, which he pro- 
ceeds to do in the following language taken from his memorandum: 


In the absence of any Government facilities to carry the 
power away from the dam site, and in the absence of any 
appropriations to permit the Government to construct suc 
facilities, it is apparent that however the power may be sold, 
it must be sold to someone either now having, or having the 
money to construct, transmission facilities to deliver the 
power to the ultimate consumers. 


As we note in section 4 of this report, the present administration 
has not only asked for no appropriations for the transmission required 
by the Flood Control Act of 1944 but has deliberately given successive 
congressional appropriation committees the impression that no such 
appropriations were cy egy to market Clark Hill power in accord- 
ance with the law. Thus, the present Department of the Interior 
put itself in a position to write an “if” into the preference clause 
so that, in the language of Davis, the preference customers would have 
the right to purchase Federal power “if, under the physical condi- 
tions existing, they are able to do so.” By insisting that the prefer- 
ence customers must “come and get it,” they are attempting to put 
into effect the bus-bar sales policy which Congress repudiated. 

We feel that we have sufficiently exposed the kind of legal reasoning 
through which the present Department of the Interior is seeking to 
give the power companies what they have failed to win from Eon 
gress—a monopolization of the power supply from Federal projects. 
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In turning from Solicitor Davis’ opinion, however, we should note 
how the order in which he has set up the directives serves his purpose 
of justifying sale of Clark Hill power to the Georgia Power Co. By 
changing the order so as to state first “the obligation to sell the power 
advantageously to recover the cost of producing and transmitting it, 
and then proving that the Georgia rural electric cooperatives have 
no way to get it, his answer appears simple: “You are confronted 
with the practical problem of what to do with the output of this project 
and how to get some money * * * and how to proceed in accordance 
with sound Leitoes principles.” Q. E. D. The only thing to do is 
to sell it at the bus bar to the Georgia Power Co. f 

Mr. Davis attempted to justify his proposal that the Interior 
Department sell the power to the Georgia Power Co. because, as 
he put it, 


the Georgia Power Co. has repeatedly, both before the House and 
Senate Committees of Congress and before this Department, 
stated unequivocally that it will not enter into such a wheeling 
contract. 


Mr. Dayis ignored the clear mandate of the law that the Secretary 
“transmit and dispose” of the power generated at the Federal dams. 
He disregards the Secretary’s statutory authority to build lines when 
appropriations are made and the Secretary’s correlative duty to ask 
for 2.0 te when they are needed to enable the Secretary to 
carry out his duties. Instead, it is clear that these officials, who estab- 
lish and carry out the present Administration’s power policies, have 
allowed and will continue to allow the private power companies effec- 
tively to veto an Act of Congress. This is a most glaring effort by 
the Administration to usurp the authority of Congress and to nullify 
the laws we have enacted. 

In his statement of January 21, 1954, before the Antimonopoly 
Subcommittee of the Senate Judiciary Committee (which was in- 
cluded in the documents sent by Interior to the Attorney General) 
Solictor Davis had already indulged in similar misrepresentation of 
congressional legislation in order to create the atmosphere in which 
an administrative rewriting of the law would appear as nothing 
more than interpretation of terms capable of different interpretations. 
Here he had already resorted to the device, noted above, of revising the 
congressional marketing directive so as to make it appear that such 
phrases as “in order to encourage the widest possible use,” “to prevent 
the monopolization thereof by limited groups,” and “for the benefit 
of the general public and particularly of domestic and rural con- 
sumers” were alternatives to, rather than the purposes to be served 
by the preference and transmission provisions. 

The committee, after reading Davis’ analysis, feels that it con- 
stitutes the deliberate attempt of a clever lawyer to enable the admin- 
istration to accomplish a purpose which represents the exact opposite 
of the congressional intent. We feel further that it is of the utmost 
importance that the Attorney General was not misled by such legal 

Sead itation and that we were able to bring his opinion to the 
ight of day. 

We are convinced that the Department of the Interior concealed the 
opinion because it uncovered the fact that their entire reversal of 
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Federal power policy represented, in fact, a “flouting” of the laws 
enacted by Congress in the field of the development and marketing 
of power from Federal multipurpose projects. 

n his statement to the Senate dudiciarsy Antimonopoly Subcommit- 
tee, Solicitor Davis made a point of the fact that there had been no 
opinions by any counsels of Federal power marketing agencies as to 
the meaning of preference provisions enacted since the Boulder Can- 
yon Act. He added that there had also been no judicial opinions, and 
continued : 


I shall not attempt to explain why there have been no for- 

' mal legal opinions ever expressed by either administrative 

lawyers or the judiciary regarding the language which is so 
clearly provocative of different interpretations (p. 494). 


Davis uses this statement as his springboard for pointing out to the 
Committee— 


some of the potential problems which arise in connection with 
the administration of this act, in situations in which the 
amount of Federal power produced is not sufficient to satisfy 
all of the demands that are made upon the Department 
(p. 494). 


We will comment in a subsequent section on the direct responsi- 
bility of the present administration’s partnership policy for the lack 
of Federal power supply to meet the demands of preference cus- 
tomers. Here we will merely point out that the reason for lack of 
such agency attorney and judicial opinions on the preference provision 
appears perfectly clear. 

The reason was that no one previously had any doubt as to the 
meaning of the provision. Not until the present administration of the 
Interior Department did the private power companies find a Federal 
official willing to attempt to squeeze a labored and misleading inter- 
pretation out of the clearest kind of legislative language. Nor had 
they found a Secretary of the Interior, supported by an Ttihie Secre- 
tary and an Assistant Secretary for Water and Power, so ready to 
accept any kind of legal opinion which would seem to open the way 
to warping the interpretation of congressional mandates to the point 
where they would justify the very bus-bar sales which Congress had 
specifically rejected. 








SECTION IV 


INTERIOR DEPARTMENT SUBSTITUTES BUS-BAR SALES 
FOR POLICY ENACTED BY CONGRESS (SOUTHEAST- 
ERN POWER AREA) 


The Department of the Interior in its power-marketing activities 
has adopted the view that the preference clause is mandatory only 
on an if-and-when basis; if and when the preference customers can 
come and get it. Clarence A. Davis, as Department Solicitor, made 
this clear in his draft opinion on the legality of the tricontract 
arrangement for sale of Clark Hill power to the Georgia Power Co. 
when he said: 


Great emphasis has been placed upon the right of the 
preference customers, under the legal marketing criteria 
* * * to purchase this power, and there is no doubt of the 
right of the preference customers to purchase it, if, under 
the physical conditions existing, they are able to do so. 
(See appendix LI, item 7.) 


This view amounts to an automatic, self-annulling interpretation 
of the preference clause, requiring only a minimum of positive action 
by the Interior Department. It represents, in fact, an abdication of 
the responsibility placed on the Secretary of the Interior by the 
Congress. For, in the absence of transmission facilities or arrange- 
ments, the preference clause is meaningless. 

Former Gov. Ellis Arnall, attorney for the Georgia Electric Mem- 
bership Corp., stated the problem generally when he said: 


I think the real issue here is whether or not the Flood Con- 
trol Act of 1944 can be invalidated and the purpose of the 
preference clause defeated simply by reason of the attitude 
of public utilities and/or the Secretary of the Interior and/or 
failure to grant an appropriation. (See hearings, p. 534.) 


In the case of the Clark Hill aa these three influences had gone 
far to defeat the preference clause until this committee brought to 
light the Attorney General’s opinion. 


Clark Hill power marketing reveals shift of policy after 1952 

Clark Hill project on the Georgia-South Carolina border, a part of 
the comprehensive program for the Savannah River, began to pro- 
duce power late in 1952. According to the Interior Department’s 
Southeastern Power Administrator Charles W. Leavy, it had always 
been assumed that the power output of the 280,000-kilowatt installa- 
tion would be divided about equally between South Carolina and 
Georgia. At this time, only the South Carolina portion is under 
long-term contract and that only because the Federal Government had 
constructed a transmission line. The Georgia share is sold on a 
month-to-month basis for the best price that the Government can 
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obtain for such interim sales, which means a continuing loss, already 
running into millions of dollars. Georgia Power Co, bought the 
power on that basis for about a year until the summer of 1954. 

Marshall Pollock, president of the Georgia Electric Membership 
Corp. (GEMC), testified that the Georgia cooperatives had sup- 
ported construction of the Clark Hill project from the beginning 
with the firm idea that their rights under section 5 of the Flood Con- 
trol Act of 1944 would be safeguarded, and that the benefits from 
the project would flow to them as preference customers. After the 
project was assured for Federal development over the protest of the 
Georgia Power Co., he stated further, the cooperatives immediately 
made their power needs known to the Department of the Interior. 
In November 1948, they held informal discussions, and in a meeting 
with Interior Department representatives in 1949, they “obtained 
assurances * * * that the co-ops would get first consideration in 
accordance with the provisions of section 5 * * *.” (See hearings, 

. 507. 

: Price to 1953, Southeastern Power Administrator Leavy testified, 
the Department had requested funds for transmission lines to Georgia 
and South Carolina. He said that these lines were planned (1) to in- 
tegrate the several SEPA projects and (2) to build direct service 
transmission lines to preference customers which “it was felt might 
improve the bargaining position of the Government” in negotiating 
wheeling agreements. (See hearings, p. 1169.) 

Congress denied all lines except one in South Carolina which has 
since been sold to the preference customer there. But, in denying the 
various requests, the Appropriations Committees on several occasions 
urged further negotiations for a wheeling arrangement before con- 
sideration of Federal construction. They did not foreclose future re- 
quests for such lines (e. g., H. Rept. 339, 82d Cong., 1st sess. ; S. Rept. 
499, 82d Cong., Ist sess.; H. Rept. 1628, 82d Cong., 2d sess.; S. Rept. 
1003, 82d Cong., 2d sess.) 

It thus appears that prior to 1953 the Department had planned to 
transmit power to preference customers, as required by section 5 of 
the Flood Control Act of 1944. This conclusion is supported by testi- 
mony of Marshall Pollock, who told that, during the summer and fall 
of 1951, 23 rural electric cooperatives in Georgia signed provisional 
contracts with Southeastern Power Administration, conditioned on 
the Government’s conclusion of arrangements necessary to transmit 
poe to cooperatives at load centers. ‘These contracts, after approval 

y the Secretary of the Interior, were transmitted to REA, where 
they are still on file, according to Pollock. (See hearings, p. 509.) 

Administrator Leavy testified that no request had been made since 
1953 for transmission lines nor had he recommended any. He ex- 
plained this on the ground that he did not make policy decisions. (See 
hearings, pp. 1169-1171.) He estimated that the loss of revenue from 
Clark a power during the entire period to June 1, 1955, amounted 


to $1,489,960. The testimony summarized below shows clearly that 
this loss is due entirely to the efforts of the Secretary of the Interior, 
in collaboration with the Georgia Power Co., to arrange for the sale 
of the Georgia portion of the Clark Hill power in violation of the 


law. The previous Secretary of the Interior had refused to make 
such a deal. 
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Power companies propose Government bus-bar sales to monopoly 

In June 1950, the Southern Co., parent holding company of the 
Georgia Power Co., proposed to the Rural Electrification Administra- 
tion and the Department of the Interior to purchase at the bus-bar the 
total output of all projects in its entire area—Alabama, Florida, 
Georgia, Wiasieslinaherst ering, at the same time, to resell a portion 
to preference customers. This holding company later joined the 
Middle South Utilities Co. in the illfated Dixon- Yates contract aimed 
at the integrity of the Tennessee Valley Authority. Its proposal for 
the Southeast was declined as too broad and general and in violation of 
section 5, according to testimony by Pollock. (See hearings, p. 508.) 

Then, in September 1951, the Georgia Power Co. drafted a “definitive 
contract” proposal to the Interior Department, under which it would 
buy all of Clark Hill power. According to Pollock’s testimony, the 
Administrator of the Southeastern Power Administration repeatedly 
refused the Georgia Power Co. proposal, but the company repeatedly 
presented it to Congress in an effort to get approval over the protest 
of the Department of Interior and of the preference customers. (See 
hearings, p. 508.) Here we see an example of company tactics designed 
to block appropriations required to provide for marketing of Federal 
power in accordance with the law. 

In a letter to C. B. McManus, president of the Georgia. Power Co., 
dated January 2, 1953, Secretary of the Interior Oscar L. Chapman 
formally rejected the company’s proposal. He said: 


The Department cannot, consistently with its obligations 
under section 5 of the Flood Control Act of 1944, enter into 
any contract like the one you have proposed. It cannot be too 
strongly emphasized that the Secretary of the Interior, not 
the Georgia Power Co., is charged with the responsibility of 
giving preference in the sale of power to public bodies and 
cooperatives. He cannot delegate this function to a private 
power company. (See appendix II, item 4.) 


Administrator Leavy, before a House Appropriations Committee 
early in 1953 described the meaning of the Georgia Power Co.’s offer 
more forcefully than during the hearings of this committee. He said 
then that it had always been SEPA’s desire— 


to enter into a contract with the Georgia Power Co. similar to 
the contract which we have with Virginia Electric Power Co. 
and similar to the type of wheeling contracts that have been 
entered into in other parts of the country. 


He continued: 


The Georgia Power Co. has, almost from the day of the 
establishment of Southeastern (SEPA), insisted on press- 
ing a proposal which they made, which would provide for an 
outright sale to the company at the bus-bar of 28 power from 


Clark Hill and other Federal projects in their service area, 
with provision that the company would resell this power, 
after adding a transmission fee, to the preferred agencies 
(House Subcommittee on Interior Appropriations, fiscal year 
1954, pt. 1, p. 340). 
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The Southeastern Power Administrator further told the Interior 
Appropriations Committee that the result of the Georgia Power Co. 
proposal would, of course, be that the preferred agencies would have 
no choice in the matter of their power supply—no opportunity to con- 
tract directly with the Government as they wished to. He added: 


It would also have the effect that the company, a nonpre- 
ferred agency, would buy Clark Hill power at the Govern- 
ment established rate and the cooperatives, who are preferred 
agencies, in order to get that Clark Hill power from the com- 
pany, would be required to pay a somewhat higher rate. In 
any event, that proposal has not been accepted by the Govern- 
ment, and was on several occasions rejected by the Government 


(ibid.). 
Georgia rural electric cooperatives offer to purchase power 

The Georgia rural electric cooperatives, Pollock testified, were some- 
what shocked to learn that the new Secretary of the Interior was con- 
sidering the same Georgia Power Co. proposal which his predecessor 
had rejected as not in accordance with the law. Pollock said that their 
chief objections to the proposal were that (1) the co-ops would be de- 
nied the right to purchase directly from the Government, but “must 
deal with Georgia Power Co. as intermediate party acting as a toll- 
gate on Federal power” and (2) disproportionate benefits would accrue 
to the company as compared with those to the co-ops. 

Leavy testified that on January 29, 1953, the Georgia co-ops offered 
to buy the full Georgia share of Clark Hill power and to make their 
own arrangements for wheeling and firming it. Soon after, at a meet- 
ing in the office of the Secretary of the Interior they outlined their 
position. According to Pollock’s testimony, they recognized that 
their proposal was “a compromise with the law which specifically re- 
quired the Secretary to transmit the power,” but “if the Secretary 
intended to sell the power at the bus-bar,” then they “intended to pur- 
chase it rather than see it go by default to the Georgia Power Co.” 
(See hearings, p. 510.) 

The testimony of both Leavy and Assistant Secretary of the Interior 
Fred G. Aandahl makes it clear that the cooperatives’ proposal was 
given practically no consideration on the ground—later rejected by 
the Attorney General—that they had given no reasonable assurance 
that they could make the necessary arrangements for transmission and 
firming. This apparently reflected the position of Harllee Branch, 
Jr., president of the Georgia Power Co. According to Pollock’s testi- 
mony, Branch told the Saatath Electric Membership Corp. that the 
proposal “is so completely unacceptable that further discussion of it 
would, in our opinion, serve no useful purpose.” (See hearings, pp. 
510, 1174, 1175, 1207.) 

In other words, it was clear from the start that the Georgia Power 
Co. intended to maintain its position as monopoly power supplier in 
the area and that it was confident that the present Secretary of the 
Interior would not take any steps which would challenge that mo- 
nopoly. By blocking appropriations for Federal transmission lines 
and by refusing to wheel the power either for the account of the co- 
operatives or of the Government, the company intended to make sure 
that no municipal or cooperative electric system could get a kilowatt- 
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hour of electricity generated at the Federal project except as its cus- 
tomer. 

Subsequently, in August 1953, the January proposal of the Georgia 
co-ops was formally submitted to the Secretary of the Interior along 
with an alternate proposal under which (1) the co-ops would buy the 
power at the bus bar; deliver it forthwith to the power company for 
use in its system as it saw fit, to be commingled with other power in 
the system; and (2) in exchange, Georgia Power Co. would deliver 
to the co-ops specified amounts of power at a reasonable rate to assure 
them a fair share of the project’s benefits (See hearings, p. 512.) 

The record shows that thereafter, although they had a further meet- 
ing with Assistant Secretary Aandahl on September 1, 1953, the co- 
ops were, in fact, kept in the dark as to what was going on until Feb- 
ruary 1954. More than a year after their original proposal, they 
heard that the Department was actively negotiating with the Georgia 
Power Co. but they were not consulted. Pollock stated that they 
heard nothing more until Secretary McKay filed a statement (Janu- 
ary 21,1954) before the House appropriations committee, in which he 
proposed no transmission facilities for the Southeast, because of his 
opinion that arrangements could be made with private utilities and 
preference customers. for disposal of power in an economical manner 
and in accordance with preference provisions of law. (See hearings, 
p. 514.) 


Interior Department makes bold effort to put over company proposal 


This committee must point out that subsequent events, as brought 
out in the record, proves this statement of the Secretary of the Inte- 
rior to have been a callous attempt to mislead Congress. For, the 
testimony shows that within less than a month Secretary McKay had 
laid before the co-ops for their acceptance the sone Power Co. 
ner drawn up in what was termed the “Clark Hill Tri-Contract 

*roposal.” As we have already shown, the Attorney General’s opinion 
of July 1955 condemns this proposal as a clear violation of the law. 

The record reveals a sorry picture of the presentation of this power 
— ultimatum to the co-ops, and the effort of the Department 
of the Interior secretariat to persuade the co-ops to agree to this 
abdication of the rights accorded them by Congress, which comes 
close to a deliberate flouting of the law. This committee feels that 
rie = should be called to the attention of the Congress in some 
detail. 

Pollock testified that, after Secretary McKay’s January 21, 1954, 
statement, “continued silence by the Department of the Interior” 
prompted the co-ops, through their congressional representatives, to 
seek a new meeting. A meeting was called instead by Assistant Secre- 
tary Aandahl for February 17, 1954. In Pollock’s words, as they 
entered the meeting room, “we were each handed a packet of paper 
which included a three-page outline entitled ‘Clark Hill Tri-Contract 
Proposal.’” (See hearings, p. 516.) Assistant Secretary Aandahl 
presided at the maating, at which Under Secretary Ralph Tudor and 
Solicitor Davis were also present. 

According to testimony by SEPA Administrator Leavy, the tri- 
contract. proposal was drafted in Washington without SEPA par- 
ticipation. (See hearings, p. 1176.) The co-ops were not brought 
into it until later. (See hearings, p. 1176.) pes as Pollock put it— 
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we were handed the proposed contracts * * * to sell to the 
Georgia Power Co. Biark Hill power, which according to 
the law, rightfully belongs to the preference customers. * * * 
The proposals were not in a formative stage, but were an 
accomplished fact. (See hearings, p. 516.) 


Assistant Secretary Aandahl, in turn, testified that the tricontract 
had been promulgated by the Georgia Power Co. as to basic approach. 
(See hearings, p. 1217.) He explained that under this approach— 


the Government makes a conditional sale to the company, and 
loses title to the power. 


He continued: 


The conditional sale contains the requirement that the com- 
pany resell power to the preference customers at the Govern- 
ment’s project rate ; preference customers have supplementary 
contracts with the Government, giving them assurance of 
amount and price of power they are to receive from the 
project. Under that particular draft, firming energy would 
also be furnished the preference customers at the overall 
project rate. (See hearings, p. 1209.) 


He claimed that this tricontract “had quite decided economic advan- 
tages,” both to the Government and the customer—advantages impos- 
sible to duplicate in standard wheeling contracts. But the evidence 
shows that throughout the entire procedure in the Department, includ- 
ing the handling of Georgia Power’s face-saving offer to wheel at 
a price, the device has been to bait the bus-bar sales proposal with 
lower costs so as to establish a precedent for administrative breaking 
of the preference principle established by Congress. 

Pollock testified that, after thorough analysis, Georgia Electric 
Membership Corp. formally rejected the tricontract on April 19, 
1954, as economically and legally unacceptable. The contract again 
denied the cooperatives’ oft-reiterated chief objectives: (1) Title to 
the power direct from the Government; and (2) a fair share of eco- 
nomic benefits. The co-ops urged acceptance of their own offer 
instead. (See hearings, p. 517.) 

Assistant Secretary Aandahl, according to Pollock, pressed the co-op 
representatives into almost continuous meetings to negotiate on the 
tricontract during mn and early May 1954. “We did this reluc- 
tantly,” Pollock testified, “and under protest.” This enforced mara- 
thon, Pollock said, was the last they heard of the tricontract from the 
Department. 

Aesistant Secretary Aandahl justified his efforts to put over the 


company proposal on the basis of a draft — by the Departmental 


Solicitor, now Under Secretary Davis. He testified that this legal 
opinion given him on February 9, 1954, indicated that they could 
sign the contract which included sale of the power to the company. 
According to Aandahl, the Solicitor explained that he had seen in 
the file a letter dated September 17, 1951, to the Secretary from 
Gregory Hankin, then an attorney in the Department’s Division of 
Water and Power, in which Hankin, too, had said that the proposed 
contract was legal and met the requirements of the Flood Control 
Act. (See hearings, p. 1206.) 
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Solicitor Davis advises they could violate law with impunity 

The subcommittee has examined the Hankin letter to the Secretary 
of the Interior and Solicitor Davis’ opinion. The substance of the 
Hankin letter convicts Davis of deliberately advising the Secretary 
of the Interior that he could violate with impunity the law he is sworn 
to administer because, in so highly technical a matter Hankin was 
of the opinion that no court would undertake to override the Secre- 
tary’s discretion “except upon a showing of fraud or other malfeasance 
in Office.” The fact is so glaring that we are forced to raise the 
question whether such advice did not constitute a violation of the 
present Under Secretary’s oath of office. 

Let us look at precisely what Hankin told Secretary of the Interior 
Oscar L. Chapman about his duty after expressing the opinion which 
Solicitor Davis misused to serve the purposes of the Georgia Power Co. 

Hankin pointed out in his letter that the very fact that the Secre- 
tary’s discretion— 

may not be subject to judicial review is reason enough why 

he would want to make certain that the contracts entered 

inte for the sale of power would be fully within the language 

and spirit of the law, promoting, rather than avoiding, the 

congressional policy. 
From this point of view he said that, by agreeing to the Georgia Power 
Co. proposal, the Secretary “would contract away” his statutory obli- 
gation “to give preference to public bodies and cooperatives.” He 
continued : 


Whatever the benefits flowing to the various consumers of 
power under this arrangement, the fact remains that the pri- 
mary sale of the power is made to the Georgia Power Co. 
Preference in the sale of this power is thus given to a private 
utility, not to public bodies and cooperatives. (See appendix 
II, item 2.) 


Hankin then put his finger squarely on the real issue in such a way 
as to make perfectly clear the significance of Davis’ advice. He said: 


What is involved here is not an application of the pref- 
erence provision, but merely a lowering of rates by the Geor- 
gia Power Co. to certain designated public bodies and coop- 
eratives as an inducement to permit a sale which would result 
in the monopolization of the power by the Georgia Power Co. 
{Emphasis supplied. ] 


Hankin went on to point out that, under the proposal, the power 
company and not the Secretary would have the discretion to determine 
which municipalities and cooperatives would get the benefits of the 
contract. 

Asking what the company would get in compensation for its obli- 
gations under the proposed contract, and what the Secretary would 
give up, he summed up: 

First, the company takes over the administrative functions 
of the $ * * With these functions the Secretary 


a ° 
cannot part. They are incidental to his duties as the agency 
for the disposition of the power. 
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Second, the Georgia Power Co. retains all the municipali- 
ties and cooperatives as its customers. In the case of any 
termination of the contract with the Government, the public 
bodies and cooperatives are bound by the standard contracts. 
In this manner, the Georgia Power Co. establishes more 
firmly its monopoly in the “company’s service area.” 


Hankin concluded in no uncertain language : 


In view of the above, my opinion is that the company’s 
proposed contract would not be consonant with the Secre- 
tary’s obligation under section 5 of the Flood Control Act of 
1944. [Emphasis added.] (See Appendix IT, item 2.) 


In the light of Hankin’s clear statement of the Secretary’s position 
under the law, reinforced by the recent opinion of the Attorney Gen- 
eral of the United States, this committee believes that former Solicitor 
and now Under Secretary of the Interior Davis was misusing his 
position as a high official of Government to serve as advocate for a 
private power company in its effort to subvert the law which he was 
sworn to administer. 

And, in spite of the Attorney General’s opinion, the McKay-Davis- 
Aandahl hierarchy of the Department of the Interior continued to 
collaborate in the power company’s campaign to bribe the Georgia 
rural electric cooperatives into agreeing to this violation of the law 
in the interest of private monopoly. 

The opinion of Solicitor Davis is important for certain revealing 
statement which it contains. Thus he expressed the view that the 
situation comes down to this: 


If the GEMC (Georgia Electric Membership Corp.) has 
facilities or can borrow money to build facilities to receive 
and transmit this power, or if the Con shall appropriate 
money to permit the construction of Government lines to 
deliver it to the cooperative members of GEMC, then, under 
the preference clause, that should be done; but until one or 
other of these alternatives occurs, it seems to me you are con- 
fronted with the practical problem of what to do with the 
output of this project and how to get some money which 
can be applied to the reduction of the debt and how to pro- 
ceed in accordance with sound business principles. (See 
appendix IT, item 7.) 


Now, he has already admitted that the alternative to Government 
tranmission lines, namely, the wheeling of the power by the private 
company, was foreclosed. In his words: 


The Georgia Power Co. has repeatedly, both before the 
House and Senate committees and before this Department, 
stated unequivocally that it would not enter into such a 
wheeling contract. 


And yet, as we later show, Secretary of the Interior McKay and 
Assistant Secretary Aandahi repeatedly went before the appropri- 
ations committees of Congress and testified that no funds for Federal 
transmission lines were necessary. Clearly, there is here revealed a 
conspiracy of the top officials of the Department to connive with the 
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Georgia Power Co. to violate the law in the interest of preserving 
the company’s monopoly. 

In substance, Solicitor Davis’ opinion held that, where a contract 
with a preference customer— 


will result in long delay and the loss of substantial revenues 
to the Government, and where there are other agencies will- 
ing to purchase the power at a rate fixed by the Government, 
and where such contracts contain a withdrawal clause and a 
cancellation clause which could be executed substantially 
contemporaneously with the ability of the preference custo- 
mers to receive energy directly from the Government, the 
Secretary is justified, if in the exercise of what he considers 
sound business principles, he determines that the plan 
adopted results in the “most widespread use” of said ener 
“at the lowest possible rates to consumers consistent wit 
sound business principles,” and should sell such power, “hav- 
ing regard to the recovery of the cost of producing and 
— such electric energy.” (See appendix II, 
item 7. 


In view of the improbability that cooperatives scattered in any area 
would be able to construct the required transmission facilities, this 
opinion means that a private-power company with a sympathetic 
Department of the Interior that tells Congress there is no need for 
transmission appropriations, or which itself persuades Congress to 
the same effect and then flatly refuses to wheel the power to preference 
customers, can monopolize indefinitely the output of Federal power 
projects. 

Solicitor Davis ties opinion with administration power policy shift 

The opinion of Solicitor Davis indicates clearly that the whole con- 
spiracy is definitely rooted in the present administration’s determina- 
tion to change Federal power policy by administrative interpretation. 
Referring to the rejection of the Georgia Power Co. proposal by the 
—T! Secretary of the Interior, Davis discussed one of his objec- 
tions as follows: 


Furthermore, the previous Secretary objected to it most 
strenuously on the ground that it did not provide for the 
Government to take care of these preference customers in the 
future as their loads grew and left them at the mercy of the 
Georgia Power Co. as their loads increase. (See appendix 
IT, item 7.) 

This, of course— 


Davis continued— 


was an assertion of Federal Government “utility responsi- 
bility” for the area, which is not in harmony with the yoy 
of the present administration, which has repeatedly denied 


that the Federal Government expected to go into the power 
business or continue to build unlimited facilities for the 
| eta needs of any area, unless those needs could be met by 

ydroelectric power which the Government was authorized 
to produce in the course of its proper functions. (See ap- 
pendix IT, item 7.) 
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Comments on the economic feasibility of Federal or cooperative 
transmission of the power to preference customers, found in both 
the Davis and the Attorney General’s opinions, also reflect this ad- 
ministrative interpretation of Federal responsibility. Thus, accord- 
ing to Davis— 


the construction of such a transmission system to distribute 
this energy to all of the member co-ops of GEMC represents 
an investment of millions of dollars. * * * and, since the 
Government power represents only a fraction of the needs of 
these preference customers, the amortization of these addi- 
tional facilities, through the purchase of only a portion of the 
power from the Government, must obviously result in a high 
rate schedule to the ultimate consumer. 


Similarly, the Attorney General notes that an analysis prepared 
by the Rural Electrification Administration of the amount of invest- 
ment, necessary by the Federal Government or the cooperatives to 
enable the latter to receive the power without the intervention of the 
Georgia Power Co., discloses that some $74 million would be required. 
He says that it is stated this would— 


increase the cost of the power from 6.23 mills per kilowatt 
hour provided in the proposed contract with the Georgia 
Power Co. to 10 mills per kilowatt hour. (See appendix I.) 


This committee notes that the comments on the burden of trans- 
mission costs is based on the theory that the entire cost of such trans- 
mission must be charged to the 140,000 kilowatts, producing about 
350 million kilowatt-hours annually, representing the Georgia share 
of the output of Clark Hill project. This assumes an intention under 
the present administration’s so-called partnership program to give 
away to private power companies the region’s wealth in undeveloped 
hydroelectric resources which could be economically utilized in con- 
nection with Federal flood-control and navigation programs. 

In this connection, we note that, although Davis repudiates Federal 
responsibility for the power needs of any area as such, he adds: 


unless those needs could be met by hydroelectric power which 
the Government was authorized to produce in the course of its 
proper functions. 


This committee is convinced by official Government reports that 
the full expanding needs of the preference customers in the region 
can be met by the hydroelectric power which the Government is au- 
thorized to produce and that, if the Federal Government resumes 
its proper responsibility for river-basin programs, the transmission 
burden will be shared by an increasing number of hydro developments 
in different parts of Georgia and neighboring States, assuring low- 
cost power supply in accordance with the full intent of Congress. 

The Georgia report on Water Resources Development by the Corps 
of Engineers, dated January 1, 1955, states that the River and Harbor 
Act of 1945 approved a comprehensive plan for development of the 
entire Apalachicola, Chattahoochee, and Flint River Basin— 


and authorized certain dams and reservoirs for the initia- 
tion and partial accomplishment of the initial work to include 
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a navigation-power dam (Jim Woodruff) on the Apalachi- 
cola River near the confluence of the Chattahooche and Flint, 
a navigation-power dam on the Chattahoochee near Colum- 
bia, Ala., a navigation dam on the Chattahoochee at Fort 
Benning, a flood-control-power dam on the Chattahoochee 
near Buford, Ga., and supplemental channel work. 


This plan was further modified in 1953 to substitute a high dam 
at the Fort Gaines site for the high dam at the upper Columbia site, 
with certain associated changes. The report also refers to congres- 
sional authorization of the Hartwell flood-control and power project 
as the second step in the plan to develop the water resources of the 
Savannah River Basin. 

The Jim Woodruff project, in the southern part of the basin, due 
to be completed in 1957, will have 30,000 kilowatts of capacity pro- 
ducing 212 million kilowatt-hours of energy. This is high load fac- 
tor power which would help to firm up Georgia’s share of Clark Hill 
power. The Buford project, just north of Atlanta, also due to be 
completed in January 1957, will have 86,000 kilowatts of capacity 
with an average annual output of 170 million kilowatt-hours, and 
the authorized Hartwell project, also in the northern part of the 
State, will have 198,000 ialowatts of capacity with an annual output 
of 453 million kilowatt-hours. If we include the other projects in 
the lower Apalachicola-Chattahoochee Basin, which are part of 
the congressionally approved plan, we find that the combination 
would mean nearly 500,000 kilowatts of additional Federal hydro- 
electric capacity with an annual onan of over 114 billion kilowatt- 
hours, or about 4 times Georgia’s share of the Clark Hill project 
output. 

We find that, unless the present misinterpretation of Federal 
river-basin and power policy is allowed to turn over the people’s 
right to this power to the private power companies, this Federal 
power supply will become progressively available to preference cus- 
tomers, helping to carry the cost of transmission facilities, improving 
the adaptability of the power to the loads of municipal and coopera- 
tive electric systems, and providing the additional power supply re- 
quired to meet their expanding needs. 

And this committee notes that, according to the Federal Power 
Commission report, Hydroelectric Power Resources of the United 
States, 1953, there are about 2 million kilowatts of hydroelectric 
power still to be developed in Georgia, with an annual output of over 
6 billion kilowatt-hours. Including South Carolina to the north and 
Alabama to the west, the rivers of the three-State region offer a 
combined total of about 5 million kilowatts of undeveloped hydro 
capable of producing over 18 billion kilowatt-hours per year. Thus, 
the undeveloped power of these three States exceeds the hydroelectric 
power and energy which the Tennessee Valley Authority is today 
getting from the combined Tennessee and Cumberland River de- 
velopments. 

If the present administration of the Department of the Interior 
were as intent on carrying out the policy established by Congress as 
it has been in serving the ends of the Georgia Power Co., Secretary 
McKay, his Under Secretary Davis, and his Assistant Secretary 
Aandahl would press Congress for funds to provide transmission fa- 
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cilities to integrate this expanding Federal wholesale power supply 
with the preference customer load centers. With such funds in hand, 
a reasonable arrangement with Georgia Power Co. for wheeling the 
power and firming it up to the extent necessary would be promptly 
forthcoming. As we will note later, the evidence shows that this 
approach was effective in another State in the marketing area of the 
Department’s Southeastern Power Administration, 

n fact, Southeastern Power Administrator Leavy testified that it 
was quite conceivable that, if Congress had appropriated money for 
transmission lines, 10 minutes later there might have been an offer to 
wheel. In the face of this well-known fact, we must report that the 
administration of the Interior Department not only failed to ask for 
necessary funds but resorted to subterfuge to quiet any undue curiosity 
on the part of members of the ke on Beprtwes Committees of Con- 
gress which would lead to congressional initiative in providing funds 
for the transmission of Clark Hill power. 

Thus, successively, in 1953, 1954, and 1955, at just the time when 
Appropriations Committees would be looking into the matter, the 
record shows that the Secretary of the Interior or, in the latter year, 
Rural Electrification Administrator Ancher Nelsen, suddenly became 
active in following a lead which they thought might result in a satis- 
factory arrangement for marketing Clark Hill power in accordance 
with the requirements of law. But each burst of activity subsided as 
soon as the possibility of an appropriation for Clark Hill power trans- 
mission had been safely weathered for another year. 

In early 1955, during REA Administrator Nelsen’s effort to secure 
agreement on a solution, he advised Under Secretary Davis by memor- 
andum that he thought that a consulting engineer, whom he had 
employed to secure similar agreement in Kentucky— 


could get the cooperatives to agree to a contract that would 
have in it these provisions which I assume to be the difficult 
points at issue. 


He wrote: 


The power companies have fought the cooperatives on these 
bases: (1) They want no part in a supercooperative; (2) they 
do not want their customers billed by the Government; and 
(3) they want no wheeling provisions. 

The cooperatives, I believe, will agree to (1) abolish super- 
cooperatives, (2) permit power companies to bill, and (3) 
forget about terminology wheeling. (See appendix IV.) 


In other words, the REA Administrator felt confident that this 
consulting engineer could get the cooperatives to capitulate entirely 
on the basic principles for which they were fighting. In a letter of 
February 10, 1955, to Under Secretary of Interior Davis, commenting 
on a telephone conversation with President Pollock, of the Georgia 
Electric Membership Corp., in which the latter had cleared up 1 or 
2 points of a letter he had written to REA Administrator Nelsen, 
the Administrator expressed his satisfaction with the progress in 
these terms: 
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I am convinced that the power company and the Adminis- 
tration can be fully protected—the power company from an 
economic threat and the Administration from a political one. 


This makes clear the extent to which the operations of the present 
Administration in the power field are designed to protect private 
and political interests, rather than the broader public interest. 
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SECTION V 


IMPORTANCE OF CONGRESSIONAL ACTION TO ENFORCE 
THE LAW (SOUTHEASTERN POWER AREA) 


The evidence before this committee shows that the refusal of the 
present Interior Department to carry out the power marketing policy 
entrusted to it by Congress was not limited to the marketing of Clark 
Hill power. In the Southeast, the same situation prevailed in con- 
nection with the already operating John H. Kerr project in the 
Roanoke River, where it overlaps the Virginia-North Carolina border, 
and is developing in connection with the prospective marketing of 
»ower from the Jim Woodruff project on the Apalachicola River, 
wes Georgia and Alabama, and the Buford project on the upper 
Chattahoochee River. 


Marketing of John H. Kerr Dam power presents same issue 
Testifying before this committee, William T. Crisp, general coun- 

sel of the Tarheel Electric Membership Association of North Caro- 

lina, summarized the entire Southeast situation by pointing out that— 


the present administration has not marketed one additional 
kilowatt of electricity in the Southeast area since it came into 
office. (See hearings, p. 462.) 


Referring specifically to Kerr Dam, with one-third of its output allo- 
cated to the territory of the Carolina Power & Light Co. in North 
Carolina, Crisp stated that, since the project began to operate in late 
1952, no preference customer has received power through the trans- 
mission facilities of that company because it has followed very closely 
the line of resistance adopted by the Georgia Power Co. (See hear- 
ings, p 458 et seq. ) 

Crisp testified further that although the Carolina Power & Light 
Co. protested repeatedly to Congress that it would wheel Kerr project 
power to the co-ops and that, therefore, transmission fund appropria- 
tions were unnecessary, the company, in fact, never actually offered 
to wheel until June 13, 1955, when the Interior Department sent the 
co-ops what was termed a modified wheeling proposal. (See hear- 
ings p- 458 et seq.) As this proposal was apparently a direct result 
of the reassertion of the interest of Congress in the carrying out of its 
power marketing policy and started a series of moves by the adminis- 
tration and the Georgia Power Co. to put out the fire the evidence 
calls for the careful consideration of the Congress. 


Congressional Appropriations Committees stimulate action 

The sudden offer of Carolina Power & Light Co. to wheel Kerr Dam 
power to preferred customers in North Carolina followed by just 3 
days the publication on June 10, 1955, of the report of the House Com- 
mittee on Appropriations on the public works appropriation bill 
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(H. Rept. 747, 84th Cong. ist sess.). The committee quoted Assistant 
Secretary of the Interior Aandahl as testifying that— 


a contract * * * is long overdue * * * I am not satisfied 
with the ow we have made in contracting for the de- 
livery of that power in the State of North Carolina. 


The committee added: 


The committee trusts that the Department will take imme- 
diate and effective steps to alleviate this dissatisfaction on the 
pers of the Assistant Secretary and to stop the unnecessary 
oss of revenue to the Federal Government (ibid., p. 5). 


We are convinced that it required only this little nudge from a 
congressional committee determined to see the power policy of Con- 
gress carried out, to make clear to the Interior Department that the 
new Congress would not long tolerate failure of the Department to 
administer the law. This was indicated when Southeastern Power 
Administrator Leavy told the Senate Appropriations Committee on 
Public Works on June 7 that— 


for the past few weeks, we have been working * * * on a 
proposal which will be made within a matter of a few days 
that in my opinion satisfies the contentions of both parties 
(hearings, Senate Appropriations Subcommittee on Public 
Works appropriations bill, fiscal year 1956, H. R. 6766, p. 
300). 


tg these assurances, the Appropriations Committee, reporting 
the bill on July 1, issued what amounted to an ultimatum to the In- 
terior Department in the following words: 


If the Secretary is unsuccessful in obtaining a contract 
with the private utility serving the area for the providing of 
power and energy from the project to the preference cus- 
tomers, the committee expects the budget for fiscal year 1957 
to include funds for the construction of the necessary trans- 
mission facilities to accomplish this purpose (S. Rept. 700, 
84th Cong., Ist sess., p. 4). 


One of the particular points at issue in the North Carolina negotia- 
tions has been the question whether the company would sell firming 
energy to the Government or directly to the co-ops, according to testi- 
mony by Leavy. (See hearings, p. 1166.) The Senate committee 
stated its view that the Virginia Electric Power Co. contract was a 
“fair and equitable” contract to all concerned and should serve as a 
pattern (S. Rept. 700, 84th Cong., 1st sess., p.4). Under the contract 
the company sells firming power to the Government. 

Apparently the Senate committee’s warning had some effect, for 
the subcommittee has learned that in December a contract was signed 
with the co-ops and with Carolina Power & Light Co. to market the 
yet undisposed of one-third of Kerr Dam power. Until this time, 
according to Leavy, these 60,000 kilowatts had been sold in Virginia 
Electric Power Co. as dump power or as steam replacement to firm 
co-op leads. (See hearings, p. 1168.) 
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Virginia Electric Power Co. example proves Federal lines provide 
stimulus 
Southeastern Power Administrator Leavy testified that the Vir- 
ginia Electric Power Co. contract, which the Senate committee found 
fair and equitable” was executed in Avgust 1952, after negotiations 
between the Southeastern Power Administration and the company. 
But it was Alex Hudgins, testifying on behalf of the Virginia rural 
electric cooperatives, who told of the many conferences, legislative 
efforts, court cases, and surrender on certain economic points which 
finally led to the signing of this wheeling contract. (See hearings, 
p. 441.) Two factors which he described were of particular signifi- 
cance, 1. e., the establishment by the co-ops of a generation-transmis- 
sion cooperative to firm up the power and the Federal plan for a 
Government transmission line from Kerr Dam to Langley Field. 
Hudgins testified that to get their rates down, the Virginia cooper- 
atives formed the Old Dominion Electric Cooperative (for generation 
and transmission) and asked for a $15 million loan from the REA to 
build a steam plant to firm up Kerr Dam power. He said that, despite 
counterpressure from the company, REA approved the loan. But, 
according to Hudgins, the Virginia State Corporation Commission 
disapproved the project. (See hearings, p. 443.) In the words of 
T. Justin Moore, vice president of the Virginia Electric Power Co., 
addressed to the Senate Interior Appropriations Subcommittee in 
the spring of 1952: 


We had a very difficult controversy with this supercoopera- 
tive * * * the Old Dominion Cooperative, which we finally 
defeated before the Virginia Commission (hearings, Senate 
Committee on Appropriations, H. R. 7176, 82d Cong., 2d 
sess., p. 1157). 


Hudgins then explained that they were assisted in their negotiations 
by the fact that Congress “just about” appropriated money for the 

err-Langley Field line. He quoted Virginia Electric Power Co. 
Vice President Moore’s further testimony in the same Senate Appro- 
priations Committee hearings to support this conclusion. The Vir- 
ginia Electric Power executive, when asked how he explained the 
nearness to agreement between the Interior Department and the 
Virginia Electric Power Co., said: 


We really became convinced * * * that you gentlemen 
were pr ly going to make appropriations if we did not 
in some way get together. We just did everything we could. 
(See hearings, p. 443.) 


Hudgins told this committee that the Virginia Electric Power Co. 
contract, which resulted from the active interest of Congress, was 
“reasonably satisfactory.” He would not concede that it was wholly 
satisfactory but termed it a contract “containing the least number of 
objectionable features that could be accepted and lived with by the 
co-ops.” (See hearings, p. 450.) In any event, it was so much better 
than any of the other situations in the region as to lead Crisp, counsel 
for the North Carolina co-ops, to characterize Virginia as “that luck- 


iest of the States in the Southeast, at the present at least.” (See hear- 
ings, p. 459.) 
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Hudgins emphasized that they could not have gotten even a “rea- 
sonably satisfactory contract” if they had not been able “to exert a 
little counterpressure.” But he expressed fear that current negotia- 
tions on the Georgia Power contract might “kill ours before its expira- 
tion.” He added: “We have a contract that we can live with in Vir- 
ginia, and we want to defend that.” (See hearings, p. 450.) 

We would underline the significance of the fear expressed by 
Hudgins for it emphasizes the importance of a solution of the Georgia 
situation, not only in terms of the Virginia cooperatives but also in 
terms of public and cooperative electric systems throughout the 
country. Specifically the Virginia Electric Power Co. contract 
includes a “favored nation” provision under which the company will 
automatically get the benefit of any more favorable terms negotiated 
by the Interior Department with any other power company in the 
Southeast. It is also well known that companies with wheeling con- 
tracts in other parts of the country are tan or Georgia as a test case 
and will insist on revision of their contracts to the extent that the 
Georgia Power Co. succeeds in nullifying the Federal power-marketing 
policy laid down by Congress. 


Congressional interest stimulates Interior Department to reexamine its 
legal position 

This committee is convinced that the Attorney General’s opinion 
on the legality of the Georgia Power Co.’s so-called tricontract 
proposal, first brought to light at the committee’s October 11, 1955, 
hearings, represents a crucial turning point in the efforts of Congress 
to restore the effectiveness of Federal power policy. And we believe 
it is significant that it was not until after 2 years of administrative 
effort to change the policy established by Congress, following the 
election of a new Congress, that the Interior Department turned to 
the Nation’s chief legal officer for an opinion as to the legality of what 
they were trying to do. As we have already indicated, his answer 
was a broad negative. 

Assistant Secretary Aandahl testified that when, by spring 1955, 
no contract arrangements had been completed or seemed in prospect 
for sale of Georgia’s share of Clark Hill power, Secretary McKay 
felt it would probably be well to get an opinion from the Attorney 
General of the United States on the legality of the tricontract arrange- 
ment proposed a year earlier so that he would have a more definite 
idea of the legal position on that proposal. (See hearings, p. 1247.) 
According to Aandahl he first made the request in February 1955. 
The opinion, dated July 15, 1955, concluded that section 5 of the Flood 
Control Act of 1944— 


does not authorize the Secretary * * * under the circum- 
stances here presented, to enter into the proposed contract 
with the Georgia Power Co. 


In section 1 of this report we have shown the broad implications 
of the Attorney General’s — in terms of the congressionally 
established Federal power policy which the Secretary of the Interior 
is sworn to carry out. Here we shall look at its narrower repudiation 
of the position which the Interior Department administration had 
been taking for 2 years in trying to steer the Georgia cooperatives 
into the arms of the Georgia Power Co. Discussing the Georgia situa- 
tion, the Attorney General said: 
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“It is my opinion that section 5 means that when the Secre- 
tary of the Interior has before him two competing offers to 
dephicor power, one by a preference customer and the other 

y a nonpreference customer, and the former does not have 
at the time the physical means to take and distribute the 
power, he must contract with the preference customer on 
condition that such customer will, within a reasonable time 
to be fixed by the Secretary, obtain the means for taking and 


delivering the power. [Emphasis added.] (See appendix 
I, p. 10.) 


By disposing of the power to a private company, the Attorney 
General said, the Secretary does not discharge his statutory duty of 
giving a preference in “the sale” of power to public bodies and 
cooperatives. 

The Attorney General did not think the facts demonstrated that, 
should the Department conditionally accept the co-ops’ offer, they 
could not possibly succeed in securing the means for taking and dis- 
tributing the power within a “reasonable” time. He emphatically 
rejected Solicitor Davis’ argument by saying: 


I cannot conceive, in the face of a plain mandate for prefer- 
ence to public bodies and cooperatives and the congressional 
concern, as evidenced in related statutes, for protection of 
their preferential status, that it is possible to say apropos of 
section 5 that the Congress intended a preference purchaser 
to demonstrate its present ability to take and distribute the 
power in order to avail itself of its statutory privilege. (See 
Appendix I.) 


Congress, the Attorney General continued— 


knew that public bodies or cooperatives whom it wished to 
benefit would hardly be likely to own or control transmission 
lines reaching out to a power project, and hence it could not 
have intended then, in order to contract for power, to be pos- 
sessed with these facilities in advance. 


The Attorney General characterized the Interior Department’s in- 
terpretation of section 5 of the Flood Control Act as wholly destruc- 
tive. He said that to read into the grant of a preference to public 
bodies and cooperatives the requirement of a presently existing ability 
to take and distribute power would not only render the preference 
provision inoperative as a practical matter, but it “flouts the congres- 
sional purpose.” 

When they received the opinion, Aandahl commented, “Well— 
then we knew with certainty that we were not going to sign the tri- 
contract.” (See hearings, p. 1239.) Up to then, he admitted, he had 
been recommending it. But the record shows that, when Georgia 
Power Co. finally offered to wheel for a price that would be far more 
costly to the cooperatives, Aandahl advised these preference customers 
that the tricontract was still open to them. 


Chain reaction produces Georgia modified Wheeling proposal 
Our record shows that the next development in the chain reaction, 
after receipt of the Attorney General’s opinion, was the purported 


agreement of Georgia Power Co. at long last to wheel Clark Hill 
power. According to the testimony, however, the rural electric coop- 
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eratives are being asked an exorbitant price for winning acceptance of 
the principle for which they have been fighting. If this proves to be 
the case, we feel that the result would not be consistent with the con- 
gressional purpose and that Congress may have to step in to assure 
reasonable costs for Federal power delivered to the cooperatives. 

Pollock’s testimony shows that, throughout this next step, the Inte- 
rior Department continued to treat the co-ops as “poor relations.” He 
testified that the first word they of the new move was on August 29, 
1955, when “we read in the newspapers: ‘State Co-ops Win Clark Hill 
Dispute.’” According to Pollock, the story quoted Secretary Aan- 
dahl as announcing: 


A preliminary draft of a modified wheeling agreement for 
transmission and disposal of Georgia’s share of Clark Hill 
power to the preference customers in Georgia has been worked 
out between the Southeastern Power Administration and the 
Georgia Power Co. (See hearings, p. 522.) 


Pollock testified further that the Georgia Electric Membership 
Corp. had no official notice of any action on the part of the Department. 
His comment was cautious: 


We feel we have won one thing we have contended for 
* * * if the power company has reversed their position and 
— something they said they would never do, and that is 
wheel. 


He added, however, that their final reaction would depend upon— 


whether or not there is going to be any economic benefits or 
how we are going to pay for it. (See hearings, p. 523.) 


Testifying as to the background of this release, Aandahl said that, 
at his invitation, President Harllee Branch, Jr., and Vice President 
caer Charles Collier, of the Georgia Power Co., came to his office on August 
iE 2,1955. According to Aandahl: 


I told them we were not going to sign the tricontract. forth- 
with, and that we must work out some other kind of contract. 


He asked them to look at the modified wheeling contract drafted for 
: Kerr Dam power in North Carolina. He further told them he thought 
; that would be a satisfactory middle-of-the-road method of solving 
the problem in Georgia. (See hearings, p. 1237.) 
Aandahl testified that Messrs. Branch and Collier took copies back 
: to Georgia and discussed the matter with their board of directors. 
He said that a few weeks later Branch called him and said: 


We are willing to negotiate and see how we can make that 
type of yr nas msc apply to the delivery of power in 
Georgia. (See hearings, p. 1237.) 

Congress should watch Georgia situation and take action if necessary 


ep The evidence before this committee, with regard to this so-called 
: “modified wheeling contract” proposal, affords no basis for confidence 
* 





that either the Georgia Power Co. or the Department of the Interior 
has been converted to a willing acceptance of the power policy estab- 
lished by Congress. Rather, the evidence suggests that we face another 
step in the effort to lull Congress once again into inaction. It is clear 
that they want no appropriations to further a sound Federal power 
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program in the Southeast based on Clark Hill, Hartwell, Jim Wood- 
ruff, and Buford project power. 

The first significant fact is that the wheeling proposal, as put up to 
the Georgia rural electric cooperatives, has been made so costly, as 
compared with the tricontract proposal, as to place the co-ops in a 
serious dilemma. And Southeastern Power Administrator Leavy tes- 
tified that it was Georgia Power Co. which insisted eb inserting in 
the Southeastern Power Administration modified wheeling contract 
draft several of the provisions unfavorable to the co-ops. He said 
that he didn’t particularly approve at least one of them but that “it 
was Aandahl’s decision to go along with it at this point.” (See hear- 
ings p. 1178.) 

his committee is convinced that Congress cannot stand idly by 
and permit private power monopoly, in league with the present Sec- 
retary of the Interior, to force preference customers to pay such a 
price for the congressionally established principle. 

The second significant fact is that, in their pretense at taking the 
new Georgia Power Co. wheeling proposal up with the rural electric 
cooperatives, the Interior Department both concealed the existence 
of the Attorney General’s opinion condemning the tricontract pro- 
posal as contrary to law and advised the co-ops that that former pro- 
posal was still available to them. 

Actually, the existence of the Attorney General’s opinion remained 
unknown to the general public until Assistant Secretary Aandahl 
reluctantly revealed its contents at the October 11, 1955, hearing before 
this committee. 

The third ee fact is that the public announcement of 
Georgia Power Co.’s purported change of heart on the matter of wheel- 
ing Clark Hill power was released just 3 days before the hearing set 
by this committee, for September 2 in Atlanta. Thus, as Pollock 
testified, the Georgia rural electric cooperatives were put in the posi- 
tion of appearing at our hearings without any direct knowledge of the 
substance behind the newspaper announcement. Nor was this com- 
mittee in a position to ask questions about this new company-Interior 
Department strategy. 

Assistant Secretary Aandahl, at a subsequent hearing, conceded that 
this was “a very substantial change” of position on the part of the 
Georgia Power Co. (See hearings, p. 1237.) He admitted further 
that it occurred about 4 weeks before the August 29, 1955, press re- 
lease, which would bring it just about 1 day after the August 2 con- 
ference with Messrs. Braaeh and Collier. He said that he imme- 
diately called Southeastern Power Administrator Leavy and directed 
him to arrange meetings in Elberton, Ga., to adopt the Carolina 
Power & Light Co. contract draft to Georgia conditions. He stated 
further that the Southeastern Power Administration and represent- 
atives of the Georgia Power Co. met for several days and then, just 
before August 29, came to Washington for a conference at which they 
worked with him on several points. An understanding was reached, 
he added, that Georgia Power Co. would go along with a wheelin 
contract basically in fine with the principles that had been established. 


(See hearings, p. Fe 
Aandahl confirmed the fact that the rural electric cooperatives knew 
nothing about what was going on. (See hearings, p. 1232.) 
78584—56——5 
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Let us look at what the record shows as to the Interior Department’s 
handling of Georgia Power Co.’s supposed capitulation in the matter 
of wheeling Clark Hill power. 

Our record shows the extraordinary fact that Leavy was kept com- 
pletely in the dark as to the Attorney General’s opinion, although the 
first responsibility for working out _ arrangement with the rural 
electric cooperatives was left chiefly in his hands. Thus, Leavy testi- 
fied that, at a conference on September 22, in which Aandahl, with 
him present, discussed the modified wheeling agreement “as alterna- 
tive” with the co-ops, the opinion was not mentioned. Actually, 
Aandahl’s testimony suggests that Interior Department meetings with 
the Georgia Electric Membership Corp. in hme, oo on September 
20 and at Elberton, Ga., September 22 were simply face-saving affairs, 
arranged at the suggestion of Rural Electrification Administrator 
Ancher Nelsen “who felt that the co-ops in advance of the release of 
the preliminary draft should have some contact with the Depart- 
ment.” (See hearings, p. 1241.) 

Leavy testified further that, in his letter of September 29, 1955, 
transmitting a mimeographed copy of the modified wheeling con- 
tract draft to the cooperatives, he had included the statement : 


There is enclosed * * * a preliminary draft contract 
* * * as alternative to the tricontract proposal which is still 
available (but not the two in combination). [Emphasis 
added.] (See hearings, p. 1589.) 


Leavy testified that it was the company’s wish that some expres- 
sion be included to the effect that the tricontract was still available. 
He agreed that the letter, in fact, made it available. (See hearings, 
p. 1591.) The testimony also shows that, although it bore Leavy’s 
signature, it was, drafted jointly by Aandahl, Leavy, and others of the 
staff. (See hearings, pp. 1589, 1680.) 

Assistant Secretary Aandahl’s position in the whole conduct of 
this effort to flout the law, as interpreted by the Attorney General, 
was thoroughly equivocal. Thus, he asserted in our October hear- 
ings that the reason he had not made the opinion available to Leavy 
was that (1) the tricontract was moot at the time the opinion became 
available; (2) Leavy’s negotiations were concerned entirely with the 
modified wheeling contract; and (3) it was Interior’s responsibility 
to dispose of Clark Hill power (not Leavy’s)—Interior sets the policy, 
he administers it. (See hearings, p. 1679.) We would point out 
that the very language of the September 29 letter, in the preparation 
of which Aandahl participated, proves that his first two points are 
not in accord with the fact. The evidence is clear that the tricon- 
tract approach, declared illegal by the Attorney General, was still 
very much alive and that the “modified wheeling” offer was a new 
means of coercion on the cooperatives to accept it. 

Aandahl used substantially the same specious reasoning to justify 
his failure to tell the cooperatives about the opinion even during the 
September negotiations. (See hearings, p. 1217.) But, when asked 
whether the parties would not have been in a fairer position had they 
known of the opinion, he merely countered with a lame: “There is 
undoubtedly a point at which it would be helpful * * *.” (See 
hearings, p. 1217.) 
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Cooperatives subjected to coercion to abandon principle 

This committee is convinced by the evidence that, unless Congress 
moves promptly to provide funds for alternative Federal facilities for 
delivery of power from the existing Clark Hill and the forthcoming 
Jim Woodruff and Buford projects, the proposed “modified wheeling” 
arrangement will prove nothing more than an economic sanction to 
coerce the Georgia rural electric cooperatives into abandoning their 
fight for the principle established by Congress. And we are also 
convinced that such a victory for the power companies would have 
far-reaching implications for the entire country. 

Analysis of the draft of modified wheeling agreement sent to co-ops 
on September 29, with the suggestion that the tricontract arrange- 
ment was still available, shows that its economic benefits to these 
preferred customers would be far less than those provided by the 
earlier proposal which would have left the Georgia Power Co. in 
the position of complete monopoly so far as power supply in the area 
was concerned. A comparison between the terms of the two proposals 
will make this clear: 

(1) The ¢tricontract proposal would make the advantages of Fed- 
eral power available on a systemwide basis, while the modtfied wheel- 
ing arrangement would limit the availability of the power to those 
yreference customers within 150 miles transmission distance, thus 
fully excluding 12 and partially excluding 6 other Georgia rural 
electric cooperatives. 

(2) The tricontract proposal would have added a systemwide de- 
livery charge of 0.6 mills per kilowatt-hour to the cost of Clark Hill 
energy at the dam, while the modified wheeling arrangement would 
add 1.0 mill per kilowatt-hour for transmission within 100 miles and 
1.75 mills for 100 to 150 miles. 

(3) The tricontract proposal would have provided the co-ops with 
50 percent load factor power, as compared with 45 percent load factor 
power under the proposed modi wheeling arrangement. 

(4) The modified wheeling arrangement provides that any prefer- 
ence customer which 2 my electric power generation facilities of 
its own automatically loses the right to have Clark Hill power 
wheeled. 

The chairman of this committee pointed particularly to the signifi- 
cance of this provision that, if the co-ops built a steam plant to firm 
up themselves they would lose the right to have the power wheeled to 
them. Aandahl replied that Georgia Power Co. urged this and they 
put it into the preliminary draft as a point of discussion. We concur 
in the characterization of this provision by Chairman Dawson of the 
full committee. He told the Assistant Secretary of the Interior: 
“You are using force to make the Georgia cooperatives do business 


le “* Georgia Power Co. That is the blackjack.” (See hearings, 
p. 1265. 


Interior Department fails to execute congressional mandate 

This committee interprets the present situation as one in which the 
Interior Department is putting the Georgia Power Co. in the “prefer- 
ence” position either way. They have placed the Georgia co-ops in a 
dilemma in which they hove no bargaining position except their own 
courage. Without any a age hw eg for Federal transmission fa- 
cilities or prospect that the Interior Department will ask for such 
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appropriations, the co-ops can get the power only on Georgia Power 

o.’s conditions whether they accept the modified wheeling arrange- 
ment or the tricontract proposal, or finally secure a conditional sale 
from the Southeastern Power Administration subject to their arrange- 
ment with the company for transmission. 

This is the situation developed in our record. Because it is the only 
party that can take the power from the Federal project, transmit it 
and firm it up for general utility use, the company is in the very posi- 
tion to monopolize power from a Federal project which Congress 
sought to prevent. The Interior Department, in the course of the last 
3 years, has produced a situation in which a private power company 
can thwart the intent of Congress. And the result here may serve as 
a precedent for the rest of the country. 

A similar situation is building up in Alabama. The Jim Woodruf 
roject is expected to produce its first power in August of this year, 
ut since 1953 the Interior Department, in deference to the Alabama 

Power Co., another subsidiary of the Southern Co., has not so far 
taken a single step to arrange for transmission. Manager Basil 
Thompson, of the Alabama Electric Cooperative, Inc., testified on the 
efforts of the member co-ops of his G. and T. group to negotiate for 
Jim Woodruff project power and of their long bitter fights with the 
Alabama Power Co. 

Thompson stated that on January 9, 1953, Alabama Electric Coop- 
erative had signed a contract with the Southeastern Power Adminis- 
tration for 10,000 kilowatts, but that Aandahl told him the contract 
was no good until approved by the Department at Washington. 
(See hearings, p. 490.) 

Thompson testified that in 1952 planning funds had been requested, 
appropriated, and spent for a line to serve the co-ops, and that no 
money had been requested since. (See hearings, p. 491.) He cynically 
summarized Interior’s inaction as follows: 


The Department of the Interior is, by delaying the approv- 
ing of our contract with SEPA, and by not requesting funds 
for a transmission line to serve us, deliberately creating a con- 
dition where the power from the Jim Woodruff project will 
be certain to go to the commercial power companies in the 
area. (See hearings, p. 492.) 


He continued : 


They just sit there and ignore our plea for this power until 
the power is available, and they turn it over to the power 
company. (See hearings, p. 498. 


Congress cannot depend on Interior Department to carry out the law 

In concluding this section of our report, this committee would point 
out the evidence of evasion and equivocation on the part of the Assist- 
ant Secretary of the Interior for Water and Power, which shows 
clearly that Congress cannot trust the present administration of the 
Interior Department to carry out the Federal power marketing policy 
which it has written into law. 

Thus, well after he had received the Attorney General’s opinion that 
the Secretary of the Department does not “discharge his statutory 
duty of giving preference * * * by disposition to a private company,” 
Assistant Secretary Aandahl still insisted that “the tricontract, as far 
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as the Interior is concerned, is still available.” He continued: “If the 
Georgia Electric Membership Corp. should decide they want it * * * 
and would withdraw their offer of the contract for purchase and 
would agree to sign the contracts associated with it, it is still avail- 
able.” (See hearings, p. 1680.) Although he expressed the view that 
the tricontract was a very good deal, he pg re oad rejected the 
suggestion that they were “trying to ram it down anyone's throat.” 
He added : “We are not trying to force them to sign it at all,” but it 
isa “good arrangement.” (See hearings, p. 1681.) 

Previously, in our hearings, Assistant Secretary Aandahl had re- 
fused to indicate the direction his negotiations might take if his 
present efforts to “get a satisfactory wheeling contract” should fail. 
(See hearings, p. 1268 et seq.) At first he claimed he was “not sure 
what we will do” if the wheeling arrangement is not completed (see 
hearings, p. 1269); he then admitted: “We have made no decision 
on what our next step will be.” (See hearings, p. 1269.) He felt 
there was no “command” in the Attorney General’s opinion for imme- 
diate action to accept the co-op offer (see hearings, p. 1269) and 
finally he used the more diplomatic excuse that it was better if the 
Department didn’t tip its hand during the process of bargaining as 
to what its next course of action might be. (See hearings, p. 1270.) 
Nor would he comment on the extent of the concessions he would make 
in order to complete the wheeling arrangement, but added that he 
would be “reasonable” about that. (See hearings, p. 1271.) 

When a member of this committee tried to explore what kind of 
conditions he would lay down if he accepted the Georgia Electric 
Membership Corp. offer, Aandahl again begged off, because an answer 
might re * his bargaining activities. (See hearings, p. 1282.) 

When asked outright again whether he would follow the principles 
laid down by the Attorney General he not only replied : 


I want to be very careful in answering— 
but he was careful, answering: 


We are not going to violate the opinion of the Attorney 
General, but how much affirmative action is required under 
that opinion is still a subject of considerable question. (See 
hearings, p. 1282.) 


Secretary Aandahl’s reiteration that the tricontract arrangement 
is still available lends great significance to the fact that he knew 
precisely what was at stake in the power company’s objection to 
wheeling. He made it clear that it did not involve the relative benefits 
as between the company and the co-ops. (See hearings, p. 1226.) 
In fact, he had previously testified that important values, additional 
to compensation, would go to the power company under both the tri- 
contract and the modified wheeling arrangement. He listed these as 
including (a) 40,000 kilowatts to the company, and (6) privilege of 
scheduling half the output of the project so that it fits into the peak 
load hours of the company’s entire system, limited only by flood- 
control and navigation requirements. He termed these assets of value 
to the company to compensate for services in firming and delivering 
power to preferred customers. (See hearings, p. 1225.) 

The basic reason, Aandahl testified, why a wheeling contract had 
not been worked out in Georgia— 
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is because Georgia Power Co. policy was to keep the Govern- 
ment more in the background in relationship to the preferred 
customers, and to keep customers quite firmly as the customers 
of Georgia Power Co., but at the same time enter into a con- 
tract that would give them the economic advantages of the 
Clark Hill project—the economic advantages only. (See 
hearings, p. 1226.) 


This makes it clear that Assistant Secretary Aandahl knew per- 
fectly well that the issue was whether the power company was to 
maintain its monopolistic position in the area, or, more precisely, to 
monopolize the marketing of power from Federal river basin projects. 
A member of this committee very accurately said that Aandahl’s 
statement “raises a very ugly question as to who is going to control the 
power and thereby be in a position to negotiate.” To which Aandahl 
answered, “That is correct.” (See hearings, p. 1226.) 

The evidence convinces this committee that the entire conduct of 
the Interior Department in the matter of disposition of Clark Hill 
power has weakened the prestige and bargaining position of the 
United States Government as against the bargaining position of the 
Georgia Power Co., a subsidiary of the Southern Co., one of the two 
holding companies that joined in the notorious Dixon-Yates deal to 
undermine the Tennessee Valley Authority. If this is an example of 
the present administration’s “partnership” with “local” interests, we 
feel that they have reduced the Federal Government to the status of 
a “junior partner.” We will recommend that Congress take the nec- 
essary steps to restore the Federal Government to the position Con- 
gress intended it to occupy in this field. 

The significance of our recommendation is underlined by the fact 
that the whole matter of marketing Federal power in Georgia was 
considered by the administration as a matter of the highest importance, 
to be considered at White House level. For the covering letter, signed 
by the Attorney General, transmitting his opinion of July 15, 1955, 
to the Secretary of the Interior, said: 


Pursuant to our conference at the White House this after- 
noon, I am enclosing herewith my opinion concerning the 
roposed contract with the Georgia Power Co. for the mar- 
cee of electric energy generated at the Clark Hill Reser- 
voir project. 


And, Assistant Secretary Aandahl testified, in response to a question 
from the committee, that he had attended several White House con- 
ferences on the tricontract and on overall relations and negotiations 
concerning Clark Hill power sales in Georgia. He characterized 
these as conferences on overall policy with reference to provisions of 
the tricontract. pe hearings, p. 1399.) 

Secretary Aandahl, however, adamantly refused any information 
as to the exact subjects of discussion or as to those present at the 
White House conferences, on the ground that such information should 
come from the White House. In response to a request from the 
committee, Assistant to the President Sheriian Adams, through his 


counsel, refused to supply this information. 








SECTION VI 


POWER COMPANY EFFORT TO BLOCK FEDERAL POLICY 
IN SOUTHWEST GAINS INTERIOR DEPARTMENT SUP- 
PORT (SOUTHWESTERN POWER AREA) 


The evidence before this committee reveals that the operations of 
the Interior Department in its Southwestern Power Administration 
area have been just a different version of those in the Southeast, de- 
scribed in preceding sections. The objective, reinterpretation of the 
law to shift Federal partnership from public bodies and coopera- 
tives to private monopoly, has been the same. The tactics have, of 
necessity, been different because the Southwestern Power Administra- 
tion was already operating a considerable transmission system, had 
wheeling, interchange and firming up contracts with private and public 
utilities in the region, and was going forward with a plan for power 
supply integration with the rural electric cooperatives of Missouri, 
Arkansas, and Oklahoma, which would have greatly enhanced the 
value of the Government’s power output from a number of flood- 
control reservoir projects. 


Seuthwest power companies determined to break up Government- 
rural cooperative partnership 

The evidence shows that the private power companies are just as de- 
termined to break up this partnershi Chtwend the Federal power sys- 
tem and the preferred customers as the Georgia Power Co. is to assure 
a private monopoly of the power supply in its area. This was made 
plain in 1953 when President F. M. Wilkes, of the Southwestern 
Gas & Electric Company, of Shreveport, La., appeared before the 
House Appropriations Cocininaittise as head of a delegation of utility 
officials to oppose appropriation of the so-called continuing fund for 
the Southwestern Power Administration. The continuing fund pro- 
vided the working capital for activating the integration contract with 
the five generation-transmission cooperatives which rural electric sys- 
tems had established to participate in this partnership arrangement. 

Wilkes told the House Appropriations Committee that the Govern- 
ment would come out best by marketing its power under the private 
power company plan. Under that plan, as Wilkes described it: 


all power and energy is sold at the bus bars, or from existin 
transmission lines of the Government extending from multi- 
purpose projects to the interconnected and integrated com- 
panies now serving more than 90 percent of all users in the 
4-State area. 


Company spokesman Wilkes continued that, under this plan— 


no steam power is purchased by the Federal Government, and 
no transmission lines are leased in their entirety to the Gov- 
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ernment. Companies would deliver power and energy for the 
Government’s account to certain preferred customers of the 
Government if the Government so desires, but this expense 
would fall on the preferred customers receiving service and 
not on the Government (hearings, House of Representatives, 
on Interior Department appropriations for 1954, 83d Cong., 
1st sess., p. 488). 


The evidence before us shows that by following the utility argu- 
ment the 83d Congress in 1953 gave the Interior Department an 
excuse for abrogating the Federal-rural electric cooperative geil 
ship arrangements which Assistant Secretary Aandahl publicly de- 
nounced. First, the House of Representatives struck out practically 
all of the continuing fund required to enable the Southwestern Power 
Administration to carry out its integration contracts with the rural 
electric cooperatives. Although the Senate restored a portion of the 
fund and a somewhat reduced portion was retained by the conferees, 
the House conferees’ report specified that none of the funds so made 
available were to be used to implement the G. and T. contracts. 
Furthermore, they were to be ‘vailalile only until February 28, 1954, 
to provide for what might be termed a salvage operation, pending 
cooperative negotiations with the neighboring private companies in 
an effort to bail out their $70 million investment. They had invested 
this money in steam plants and transmission lines on the assumption 
that the Federal Government had entered the contracts in good faith.’ 

From the evidence in the record, this committee is forced to the 
conclusion that the present administration of the Department of the 
Interior joined in this wrecking operation and used the opportunity 
to pressure the rural electric cooperatives into integration with the 
private power companies. Only the convening of a new Congress in 
1955 provided a basis for restoring the good faith of the Federal Gov- 
ernment, through reactivation of the Southwestern Power Adminis- 
tration-generation and transmission cooperative contracts which were 
designed to give effect to the marketing policy established by the 
Flood Control Act of 1944. And the evidence shows that the Interior 
Department is sabotaging the restoration of a modified partnership 
arrangement with the generation and transmission cooperatives which 
the new Congress directed them to undertake. 


The problem of marketing power in line with congressional mandate 


This committee feels that the original Southwestern arrangement 
affords an important opportunity to present to Congress a exam- 
ple of sound marketing policy which will accomplish the twofold 
objective of giving the people the maximum use of their waterpower 
resources while at the same time putting into effect the antimonopoly 
preference to public and cooperative electric systems, a keystone of 
the power marketing laws established by Congress. The testimony 
of Henry W. Blalock, former member of the Arkansas Public Service 
Commission and former Southwestern Power Administration official, 
provides a basis for this explanation. 

Blalock testified that the project power, for which the Southwestern 
Power Administration had the marketing responsibility, included the 
Norfork project with 70,000 kilowatts capacity ; the Denison project 


21The Comptroller General has held that the attempt of the Interior Department to 
abrogate the contracts was illegal. See footnote 4, p. 5. . it ? 
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with 70,000 kilowatts; the Bull Shoals project with 160,000 kilowatts ; 
the Blakely Mountain project with 90,000 kilowatts; the Tenkiller 
Ferry project with 34,000 kilowatts; the Narrows project with 17,000 
kilowatts; the Fort Gibson project with 40,000 kilowatts; and the 
Table Rock project, scheduled for completion in 1960, with 100,000 
kilowatts. xt these projects are parts of a comprehensive program 
for development of the ite, Arkansas, and Red River Basins. (See 
hearings, p. 36 et seq.) 

Blalock then testified to the important fact that all of these projects 
were designed to provide capacity to carry peak utility loads and were, 
therefore, low in energy output per kilowatt of capacity. He testified 
further that such projects were designed to be integrated with steam 
generating stations and that the matter of who gets the benefit depends 
on the contracts providing for such integration. (See hearings, p. 38.) 
The marketing principles, established by section 5 of the 1944 Flood 
Control Act, require the Government to assume utility responsibility 
by selling this power to preferred customers according to their needs 
and requirements, i. e., as firm power. (See hearings, p. 41.) 

The testimony of Southwestern Power Administrator Douglas G. 
Wright supplemented that of Blalock to make clear how this works. 
Wright cited the Denison project as an example, testifying that he 
coal put a 16,000-kilowatt generator in that project and operate 
24 hours a day, serving any kind of load. He pointed out, however, 
that the Army engineers could not have shown economic feasibility 
with only 16,000 kilowatts. He said that they were able to show 
feasibility with two 35,000-kilowatt units operated to carry the peak 
load of the area in conjunction with fuel plants regardless of owner- 
ship. (See hearings, p. 1310.) He added that other projects in the 
Southwest have the same peak load characteristics. 

As indicated in preceding sections of this report, the power mar- 
keting problem described by Blalock and Wright as characteristic 
of the Boathcwent parallels that in the Southeast. In both regions 
maximum use of the waterpower resources, as a part of multipurpose 
river-basin programs, requires installation of large capacity at Gov- 
ernment dams. Under these conditions, the preference provision of 
Federal power marketing policy can be given effect only as the Gov- 
ernment assumes responsibility, not only for transmitting the power, 
but also for firming it with steam power, through interchange or 
otherwise, in order that the power supply furnished may be adapted 
to the requirements of the preference customers. If the Government 
cold only peaking power most public and cooperative systems would 
be automatically excluded from the benefits and power from Federal 
dams would be monopolized by private power companies, the very 
thing which Congress has sought to prevent. 


Pre-1958 battle for sound plan to carry out congressional mandate in 
Southwest 


Administrator Wright testified at length before this committee 
concerning the efforts to develop a plan for iaapgsar’, Federal hydro- 
electric power in the Southwest in accordance with the principles 


established by section 5 of the 1944 Flood Control Act. The first 
comprehensive plan, developed in 1946, laid out a proposed transmis- 
sion system, together with fuel burning stations necessary to market 
the power in accordance with law. As part of the defense program, 

Go ri one of these steam plants at 


the Government had already constructe 
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Lake Catherine in Arkansas but had not installed the generating 
units. The entire plan would have cost about $225 million for the 
rojects authorized at that time, but wherever existing facilities could 
e used in lieu of building either transmission lines or fuel plants,” 
such facilities would be substituted. 

According to Wright’s testimony, the Interior Department asked 
for an initial appropriation of $23,120,000 to get the system started 
but Congress provided only $7,500,000 to interconnect the Federal 
Norfolk and Denison Dams which were already constructed. He 
said that Congress expressed doubt as to whether Southwestern Power 
Administration was authorized to build steam stations. 

Blalock, former Southwestern Power Administration official, testi- 
fied that, in the early contracts with the private power companies, the 
Government did not relinquish its utility responsibility. Referring 
to the “fundamental tenets of section 5,” he said that an effort was 
then still being made to get this hydro out to the preference customers. 
(See hearings, p. 144.) He added that one obstacle to working out 
the arrangement along these lines was the companies’ unwillingness 
to firm Southwestern Power Administration power because they didn’t 
want to face SPA’s competition. (See hearings, p. 42). He ex- 
pressed the view that, although these first contracts left much to be 
desired, they contained “at least a shred of an attempt on the part 
of the Government to meet its utility responsibility of section 5.” 
After great concessions by the Government, he said, the companies 
did give SPA the use of some transmission lines. (See hearings, 
p. 42.) 


Initial efforts to work out general integration with private companies 
in harmony with preference provision 

Administator Wright testified as to these early contracts he had 
worked out with Texas Power & Light Co. in 1947 and the Oklahoma 
Gas & Electric Co. in 1950. Under the Texas contract Southwestern 
Power Administration (SPA) agreed to deliver to the company 70 
million kilowatt-hours of primary energy produced by the Denison 
project at a rate not to exceed 30,000 kilowatts of dependable capacity, 
and half the secondary energy produced at that project. In return 
the company agreed to deliver to the Government as much energy 
as required for service to the Government's preferred customers, 
but at a rate of not more than 20,000 kilowatts until the third 
generating unit is installed at the project, when the maximum rate 
of delivery would go up to 25,000 kilowatts. He added that in 1955 
“we delivered 70 million kilowatt-hours of primary energy to Texas 
Power & Light and they delivered 84 million back for our customers.” 
(See hearings, p. 1358.) 

Wright differentiated this contractual arrangement from the con- 
troversial tricontract arrangement proposed by Georgia Power Co. 
He said that, although SPA sells the power to the power company, 
the company doesn’t serve the Government’s customers but delivers 
the power back to the Southwestern Power Administration wherever 
it is called for. He made it clear that the SPA actually has the con- 
tract with the preferred customers, they are not customers of Texas 
Power & Light. (See hearings, p. 1358.) He added: 


I deliver this hydro to the company in accord with their 
needs; out of their total resources they agreed to furnish to 
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me for service of these customers such energy as I need up to 
20,000 kilowatts and dothat. They have no contractual rela- 
tionship whatever with the customer. That is entirely mine. 
(See hearings, p. 1359.) 


Wright testified that the Oklahoma contract was based on substan- 
tially the same principle. (See hearings, p. 1359.) He stated sub- 
sequently that the other pen gow in the region treated the president 
of Texas Power & Light, and later the president of Oklahoma Gas & 
Electric, as outsiders when they broke the common front by signing 
these contracts. 

In 1948 Administrator Wright made an effort to extend this same 
arrangement to a group of 12 companies operating in the rest of the 
SPA market area, including Missouri, Arkansas, and Louisiana. 
Wright testified that this would have been the best possible arrange- 
ment in working together with the Government, the cooperatives, and 
the private utilities integrating their facilities. Under it the Govern- 
ment would have obtained the right to request the companies to deliver 
power for its account. (See hearings, p. 1353.) According to 
Wright, the companies at first refused to enter into such an arrange- 
ment and only changed their minds when they saw the Southwestern 
Power Administration generation and transmission cooperative inte- 
gration arrangement actually coming into being. So, it was not until 
January 1952 that a 12-company contract was finally tentatively 
approved by SPA. 

Wright =p to this committee in simple terms how the devel- 
opment of Southwestern Power Administration’s arrangement for 
integration with the generation and transmission cooperatives aroused 
the companies’ interest in signing the proposed 12-company contract. 
To a question by the committee, he replied : 


I don’t see there’s much explanation necessary. I find that 
when alternate possibilities show up, people always get inter- 
ested in doing things that they wouldn’t do before. (See 
hearings, p. 1373.) 


This indication of the effectiveness of competitive pressure demon- 
strates the importance of maintaining the bargaining position of 
agencies charged with marketing Federal hydroelectric power in 
accordance with the principles established by Congress. 

Wright testified that the 12-company contract, when finally agreed 
to, was disapproved by Secretary of the Interior Oscar Chapman. He 
said that, in his judgment— 


the biggest mistake the United States Government ever made 
in the power business was to refuse to sign that contract. 


He added: 


If it had been signed, much of the trouble we’re now experi- 
encing in the Southwest wouldn’t have occurred. (See 
hearings, p. 1354.) 


This committee feels, however, that Wright’s strong views on the 
subject should be weighed in the light of the Attorney General’s 
opinion, which appears to uphold Secretary Chapman’s rejection of 
the proposed contract. 
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The full significance of the situation becomes apparent from Admin- 
istrator Wright’s account of his further efforts to secure the 12-com- 
pany contract for integration of power in the Southwest, and his testi- 
mony provides a definite indication of the extent to which the Georgia 
Power Co.’s proposal for marketing of Clark Hill power in the South- 
east was regarded as a test case. If Georgia Power won out, it would 
serve as a precedent for shifting the sale of Federal power generally 
to private power companies, at the bus bar of the generating stations, 
thereby enacting by administrative fiat the Bailey amendment to 
section 5 of the Flood Control Act of 1944, which was defeated in 
Congress. 

Wright testified that when he found in November 1952 that— 


there would be a new Secretary, I had a meeting with the 
companies to find what their attitude would be about the 
12-company contract. 

He continued : 


I found that they thought they had a better toehold and 
they were not going to sign any longer. They said they had 
given the Department long enough to consider this thing, and 
now they wanted a contract like the Georgia Power Co. (See 
hearings, p. 1370.) 


This committee notes that the election in 1952 was interpreted by 
the companies as favoring their position, and further analysis of the 
evidence proves that they knew what they were talking about. 


Southwestern Power Administration-cooperative integration contracts 
provide sound partnership arrangement 


The evidence before this committee shows that the integration 
contracts worked out in 1949 and 1950 between the Southwestern 
Power Administration and the generation and transmission coopera- 
tives in Missouri, Arkansas, and Oklahoma represented a most con- 
structive effort to put into effect the power-marketing policy estab- 
lished by Congress. We have already noted that it led to a change in 
attitude on the part of 12 southwestern power companies toward a 
program of integration. And there seems no question but that it 
would have led to great advantages to the entire region if a change in 
Congress and the national administration had not temporarily side- 
tracked those contracts. 

According to the testimony of Harry L. Oswald, executive manager 
of the Arkansas State Association of Cooperatives, the interchange 
contracts between the generation and transmission (or wholesale 
power supply) cooperatives and SPA were conceived by Thomas B. 
Fitzhugh, a former chairman of the Arkansas Public Service Com- 
mission. He said Fitzhugh’s concept of their purpose was— 


to enable farmer-owned generating plants to integrate with 
Government hydro to the financial advantage of the Govern- 


a the taxpayers, and the customers. (See hearings, p. 
367.) 


He described the operation of those contracts as follows : 


The G. and T. contracts with SPA to integrate through 
sale of steam (power) from REA-financed co-op plants to 
SPA. SPA also operates on a lease-option-to-purchase basis 
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the REA-financed transmission lines, over which SPA de- 
livers firmed-up power to the load centers of the G. and T’s 


member cooperatives and to other customers. (See hearings, 
p. 367.) 


Oswald testified that the generation-transmission cooperatives built 
their facilities to fit in with the integrated plan rather than to serve 
their own peculiar needs. (See hearings, p. 367.) Elbert E. Karns, 
manager of Western Farmers Electric Cooperative, Anadarko, Okla., 
illustrated this by stating that, without such integration, they would 
not have built a two-unit plant to start with. He continued: 


We built it because we had sound contracts with the Gov- 
ernment, and the Government built this line out here to firm 
up our steam plant and integrate steam and hydro. (See 
hearings, p. 51. 


Karns testified further that, altogether the G. and T. co-ops had 
borrowed $70 million from the REA to build their systems. He said 
that the payments from SPA under the integration contracts would 
permit them to cover their amortization and interest charges. He 
added that, under these 40-year contracts, the co-ops will deliver to 
SPA 100,000 kilowatts of thermal energy “which will give SPA al- 
most as many kilowatt-hours as they have in all the dams put together.” 
(See hearings, p. 54.) 

Assistant Secretary Aandahl presented this committee with more 
details of the working of the integration contracts. He stated that 
SPA agreed to pay the G. and T. co-ops a lease fee equal to the entire 
amortization payment with interest due from the G. and T. co-ops 
over the 40-year period of the loans. SPA would operate and main- 
tain the transmission lines and pay all expenses in connection there- 
with. The G. and T. co-ops would operate the steam plants, but 
SPA would pay a price for the power purchased which would include 
all the G. and 'T. expenses in production of the power. Aandahl pre- 
sented a table showing that the maximum demand which SPA was 
committed to supply 5 wholesale power supply co-ops totaled 
195,000 kilowatts, which would be provided by 110,000 kilowatts of 
iydro-peaking capacity and 85,000 kilowatts of base load steam power 
from the plants of 3 of the G. and T. co-ops. 

Administrator Wright testified that these integration contracts 
between SPA and the power supply cooperatives were “good con- 
tracts or I would not have recommended them.” See hearings, p. 
1312). Blalock expressed the view that these contracts “came closest 
to being in accordance with the law.” He pointed out that in these 
contracts— 


SPA got its power firmed up, it got the entire output of three 
steam plants, combined it with hydro, and dispatched it so 
that it would be of maximum value to them in their market- 
ing program. (See hearings, p. 144.) 


Senator A. S. Monroney, of Oklahoma, told the committee he 
thought those contracts were a pretty gt example of the “best form 


of partnership between the local people and the Government.” (See 
hearings, p. 25.) 
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Power companies attack integration arrangement in all three branches 
of Government 


The record shows, however, that the private utilities employed 
every resource at their command—in Congress, in the courts, and in 
the Interior Department—to destroy these contracts. President 
Wilkes, of the Southwestern Gas & Electric Co., appearing at the 
House hearings on the Interior Department appropriations for fiscal 
1954, characterized the SPA-G. and T. contracts as “one of the most 
diabolical schemes that was ever thought up to rob the Treasury of 
the United States.” (See hearings, p. 450.) 

The evidence in our record reveals the extent to which private 
power companies can impose roadblocks against any challege to their 
monopoly. This, we are convinced, should receive the most careful 
consideration by Congress in connection with future decisions involv- 
ing Federal power policy. We find a striking example of company 
tactics in the 2 years of chaos from 1953 to 1955 which blocked the 
Federal-cooperative partnership in the Southwest. And we note 
with regret that the 83d Congress actually fell in with this effort of 
private power interests to thwart a congressionally approved pro- 
gram in which the good faith of the Government, as one of the con- 
tracting parties, was heavily involved. 

In 1951, according to the testimony of Oswald, executive manager 
of the Arkansas State Association of Cooperatives, the companies 
entered the State courts of Arkansas to contest the authority of the 
Arkansas Electric Cooperative Corp. to build a steam plant under its 
contract with the Southwestern Power Administration. They had 
lost their first skirmish in the Arkansas Public Service Commission 
where they had contested the certificate application of the G. and T.* 

See hearings, p. 368.) Oswald testified, however, that the Arkansas 
Supreme Court, early in 1953, “under a technicality of Arkansas law,” 
denied the co-op’s right to build the plant. He added that the 1955 
State legislature had overwhelmingly voted to amend the law, over- 
coming this legal technicality. (See hearings, p. 368.) 

In the fall of 1950, with the ink hardly dry on the G. and T. con- 
tracts, 10 Missouri utility companies contested their legality in Fed- 
eral court. 

They sought to enjoin the Interior Department and the REA from 
carrying out the contracts and loans, pointing to the use of the con- 
tinuing fund as illegal. United States District Court Judge Charles 
F. McLaughlin subsequently held against them, finding “no 
ground * * * for holding the lease and power contracts illegal.” 
(U. S. District Court for the District of Columbia, civil action No. 
4276-50.) 

The United States Court of Appeals threw the utilities out of 
court, holding that “their sole interest and objective is to eliminate 
competition which they fear.” The court did not pass on the validity 
of the contracts, but told the lower court to dismiss the complaint, 
since the fear of competition “is not sufficient (interest) to enable 





* Reference to the report of the Antimonopoly Subcommittee of the Senate Judiciary 
Committee entitled “Monopoly in the Power Industry,’ 83d Cong., 2d sess., reveals the 
fact that the Arkansas Power & am ot Co. first used the promise gt me support and 
then the threat to destroy him politically in their effort to have Governor MeMath, of 


Arkansas, get his public service commission to turn down the cooperative’s application. 
When he refused, they used their unquestioned political influence in the State t 
him for another term (McMath testimony, p. 43). 
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them to sue, * * *” (U. S. Court of Appeals for the District of 
Columbia Circuit, No. 12067; April 28, 1955). Subsequently the 
Supreme Court denied the companies’ petition for review by that 
Court. 

While these legal actions were proceeding the utilities did not ignore 
the congressional front. They scored their first victory even before the 
G. and T. contracts took full effect. In 1951 Congress limited the 
continuing fund to the amount which might be annually approved 
by the Congress, instead of leaving it as a permanent revolving fund. 
That afforded the utilities an annual chance to exert downward 
pressures. 

Then, in 1953, with the beginning of the new Congress, the com- 
yanies appeared before the appropriations hearings in full force. 

hey cited as one of the chief reasons for opposition to the continuing 
fund money, the questionable legality of the G. and T. contract opera- 
tions, a question of theirown making. According to President Wilkes, 
of the Southwestern Gas & Electric Co., who headed the delegation 
of utility representatives at the hearings: 


The legality of the contract through which SPA proposes 
to purchase the electrical output from the steam plant and 
lease the lines of the supercooperatives is under serious ques- 
tion in the District Court. * * * In view of these facts * * * 
such funds are not necessary * * *. It is respectfully re- 
quested that this committee * to SPA appropriations for 
the continuing fund (hearings, Interior Department Appro- 
priation, fiscal 1954, 83d Cong., Ist sess., pt. 4, p. 535). 


Chairman Jensen of the Appropriations Subcommittee on the In- 
terior Department appropriation bill asked the company spokesman 
whether Congress could depend on there being— 


no interruption in power flow through your entire grid sys- 
tem, composed of private power, REA power, should the com- 
pany [sic] see fit to eliminate the continuing fund entirely. 


He went on to point out that the Congress of the United States would 
be put in a very bad light— 


should we delete entirely the continuing fund, and then 
learn that there had been controversy regarding this exchange 
of power to the end that power had dak denied to someone in 
your area who was entitled to power (ibid., p. 497). 


Wilkes, in a letter on behalf of the companies, coe +9 the neces- 
sary pledge that no one would suffer disruption of electric service 
during the fiscal year 1954 by reason of the withdrawal of the appro- 
priation for the continuing fund (ibid., PP: 497-498). The letter 
requested that “in fairness to the companies” all money for the con- 
tinuing fund be eliminated. The House Appropriations Committee 
proceeded to eliminate most of the fund but the Senate restored $2 
million of the $5,650,000 originally requested. The conference report, 
finally adopted by both Houses, made $1,200,000 available until Feb- 
ruary 28, 1954. But the statement of the managers on the part of the 
House contained the following language: 


None of the funds allowed are to be used for the purpose of 
implementing existing contracts with REA cooperatives 





2 
J 
= 
o] 
2 
~~ 
f°) 
* 
YH 
2 
z 
2 











ry: PUBLIC POWER PREFERENCE CUSTOMERS 


which provide for the lease-purchase of transmission or gen- 
erating facilities (H. Rept. 947, 83d Cong., 1st sess., p. 5). 


In fact, appropriations for such a continuing fund do not add any 
annual cost to the Government. The continuing fund is merely a re- 
volving fund to cover the time lag between the Dayannte which the 
contracts required the Government to make to the G. and T. coopera- 
tives for steam-produced energy and use of transmission facilities and 
the return payments by the cooperatives and other customers for 
power supply purchased from SPA. In business terms, the continu- 
ing fund really was nothing more than working capital. But, as the 
SPA-G. and T. contracts specifically relieved the Government from 
liability if funds were not appropriated, the companies had seemingly 
achieved their objective of Soraine the Administration to abrogate 
the integration contracts with the rural electric cooperatives.° 

Administrator Wright testified that at midnight, June 30, 1953, he 
called in his line crews and abandoned the G. and T. cooperative lines. 


Southwestern power companies have post-election pattern correspond- 
ing to Georgia Power Co. plan in Southeast 


This committee is convinced that the private power companies in 
the Southwest entered the year 1953 with a definite plan to eliminate 
completely the Federal-cooperative integration partnership and to 
substitute private integration of all power supply, Federal and other, 
in the region. The public and rural electric systems would then be 
dependent upon this private power pool for their power supply. 
This was the purpose behind the drive to secure the elimination by 
Congress of the continuing fund and behind the tactics of the Interior 
Department during the interim before the succeeding Congress di- 
rected reactivation of the Southwestern Power Administration co- 
operative partnership program. 

This plan was divulged at a meeting called early in 1953 by Assist- 
ant Secretary Aandahl between the companies who were parties to 
the 12-company contract, disapproved by Secretary of the Interior 
Chapman, and the cooperatives. 

Manager Truman jae of the Central Electric Power Cooper- 
ative of Missouri testified that the cooperatives thought that they 
had been invited by Aandahl to meet with the power companies and 
that only at the meeting did they learn that the companies had 
instigated it. He said they also did not know until the meeting that 
the municipal electric systems had been excluded and would have 
a separate meeting. (See hearings, p. 421.) Other evidence points 
to a studied attempt to drive a ith between the municipal and 
cooperative systems. 

Green testified that they learned further at the meeting that the 
companies had redrafted the 12-company contract and that the new 
version was apparently much more favorable to the companies. (See 


*The claim of the Interior Department that failure of Congress to appropriate the 
continuing fund absolved SPA from complying with the contract was vigorously disputed 
by the G. and T. cooperatives. They went into Federal court to secure an order directing 
the Secretary of the Interior to carry out the contract. The district court found that the 
contracts were valid and that ee were available to carry them out, but the 
circuit court of appeals held that their recourse was to the Court of Claims and dismissed 
the suit (United States District Court for the District of Columbia, Civil Action No. 
4786-53, March 29, 1954; and United States Court of Appeals for the District of Columbia 
Cireuit, No, 12807, April 7, 1955). 
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hearings, p. 422.) We have already noted Administrator Wright’s 
testimony that, after the election, the companies refused to revive 
the original version, contending that they now wanted a contract cor- 
responding with the Georgia Power Co. proposal. _ 

he purpose of the early 1953 meeting, according to Green, was 
apparently for the companies to propose this new contract draft as 
“a cure-all for the entire situation” with “no further need for this 
continuing fund.” Green stated that the co-ops asked the company 
representatives what would happen to their lease contracts. He quoted 
Southwestern Gas & Electric President Wilkes, spokesman for the 
group, as replying that the companies would bail them out in some 
way or other. (See hearings, p. 423.) 

recs expressed the view that the meeting was designed to foster 
an agreement on a contract of some type that would take the place 
of all the G. and T. contracts and all the disposal of power in the 
Southwestern area. He said, however, that the redraft of the 12-com- 
pany contract apparently didn’t have Interior Department blessing, 
because they never approved it. 

It is our view, based on testimony covering the 2-year period which 
followed, that this meeting was designed to test the readiness of the 
cooperatives to accept what would have amounted to repeal of the 
preference provision in section 5 of the 1944 Flood Control Act. It 
corresponded with efforts to get the Georgia rural cooperatives to 
accept the company’s tricontract proposal. In both cases, the coop- 
eratives were not caught by the trap. And what followed was an 
attempt of the Interior Department to coerce them into accepting 
company control of power supply, involving integration of the coop- 
eratives with the power company systems. 

In the words of Lloyd Evans, vice president of the Oklahoma 
Statewide Cooperative : 


It seemed to us that the change in policy was dictated or 
thought up by the private utilities, haaies we had often 
heard it said that the utility companies had made the boast 
that, if they could ever just win 1 election and control 1 Con- 
gress, they would get the thing set up the way they wanted 
it. (See hearings, p. 274.) 


He characterized that as “just second-hand talk.” But it seems to 
fit the evidence. 


Interior Department initiates attempt to force co-ops into unequal 
partnership with companies 

A 2-year period followed in which Assistant Secretary of the In- 
terior Aandahl did his best to coerce the G. and T. power supply 
cooperatives into an unnatural partnership with the private power 
companies. The cooperatives, with a $70 million investment, designed 
to fit into the Federal-cooperative integration arrangement, and with 
the operation and maintenance of their transmission lines suddenly 
thrust on them, were in a weak bargaining position. 

Blalock testified as to the inherent difficulty of the unnatural union 
offered to the cooperatives as what appeared their only way out. 
“The trouble is,” he explained, “when you try to integrate two steam 
systems, they don’t fit into one another like hydro and steam, so you 
run into difficulties. (See hearings, p. 147.) He pointed out that 
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under any arrangement with the private companies, the G. and T. 
steam plants would have been operated for peak power only and, 
because of economic considerations, would soon have been shut down 
by the private companies, leaving the G. and T. cooperatives without 
revenue to pay off their REA loans. ( See hearings, p. 147.) 

Lloyd Evans, as president of KAMO Electric Cooperative of Fair- 
fax, Okla., testified that a wanted “to forget the past 2 years that 
were almost a nightmare to the rural-electric program.” See hearings, 
p. 264.) He was willing to concede that Interior officials were “sin- 
cere in trying to work out what they thought was a good program,” 
but, he said, “the co-ops knew that they were misdirected and misin- 
formed.” He explained that the cooperatives tried to go along with 
the plan proposed by the Interior Department and the REA Adminis- 
trator “which we presume was pretty well laid out for them by the 
utility companies.” He defined the objective of the utilities as “to 
have Fovtoe; control of all the poses of the Government hydro 
projects at the dam” and to “parcel it out to the preferred customers 
according to their plan.” He thought this “was not quite in agree- 
ment with the Flood Control Act.” (See hearings, p. 262.) 

Evans also explained that the trouble with the plan for integrating 
the G. and T. cooperatives with the private companies went beyond 
the fact that the facilities weren’t planned for such integration. He 
emphasized that there wasn’t “any common ground for us to get 
together with the private utilities.” He said they “are in business 
to make money, and the rural co-ops and G. and T.’s are in business 
strictly just as a service institution, no thought of profit. (See hear- 
ings, p. 263.) 

The record before us, including the court decisions in the case 
brought by the cooperatives to force the Interior Department to per- 
form under the G. and T. contracts, leaves little doubt in the commit- 
tee’s mind that the departmental officials went well beyond the call 
of Congress in causing difficulties for both the G. and T. cooperatives 
and the municipal electric systems which had every right under the 
law to look to the Federal southwestern power program for power 
supply. And we would call particular attention to the testimony of 
Aciniaratee Wright which shows that the Federal Government 
itself suffered real financial injury as a result. 

Wright testified that when, as he put it, Congress told him he could 
no longer carry on the contracts with the G. and T. cooperatives he 
immediately lost 85,000 kilowatts of fuel generation that had been 
calculated in his power resources, representing a loss of almost one- 
third of his total energy supply. (See hearings, p. 1326.) He said 
that SPA had been able to bay from the co-ops on an interim basis, 
but only for 3-month intervals. Headded: 


We tried to reorient our program through alternate con- 
tracts but were unsuccessful during the interim period, so 
that values of integration between hydro and steam were lost 
to us in handling this load growth. (See hearings, p. 1327.) 

Interior Department weakens cooperative bargaining power 

General Manager Karns, of Western Farmers Electric Coopera- 
tive, organized by 11 rural electric distribution cooperatives in Okla- 
homa and Kansas to provide wholesale power supply, described the 
way in which the Department of the Interior aol the interim period 
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to coerce the cooperatives into integration with the private power 
companies. This power supply cooperative had borrowed $16 million 
from REA to build generation and transmission facilities adapted to 
the integration arrangement with SPA. 

Karns testified that, at a meeting in August 1953, after the integra- 
tion arrangement had been abrogated, REA Administrator Ancher 
Nelsen asked the G. and T. cooperatives to request his assistance in 
working out substitute arrangements. According to Karns, they 
wrote the letter knowing that the only alternative was to turn to the 
commercial power companies. He described attempts to negotiate, 
which by April and May 1954 had reached a point where it was clear 
that the companies were not going to accept the principles set up by 
the cooperatives but, instead, were going to insist on terms in conflict 
with the independence of these preferred customers of the Federal 
Government. 

Karns submitted a series of 22 documents covering the negotiations 
of Western Farmers Electric Cooperative with the Oklahoma com- 
— and the attempts to secure some assistance from the Interior 

Jepartment. The first of the documents is a letter of November 20, 
1953, to President Lane, of the Public Service Company of Oklahoma, 
outlining the principles— 


that we are willing to offer as a basis for beginning negotia- 
tions of a contract between your company and Western 
Farmers Electric Cooperative. 


This outline of principles is significant as indicating the practical 
hopelessness of the position in which the cooperatives had been placed 
by the reversal of Federal power policy which left them at the mercy 
of the companies. 

Fundamentally, the principles reflected the objectives of the new 
Interior Department policy summarized in the “REA Review of 
Power Problems,” which were supplied to the Senate Appropriations 
Committee in 1955. (See next section.) Thus, Western Farmers 
offered to deliver all the output of its fuel plants and all the power pur- 
chased from SPA to the company, agreeing that the company could 
dispatch this power pursuant to its orders, subject to certain minimum 
necessary operating requirements. The cooperative correspondingly 
agrees to purchase from the company the power and energy required 
by its customers at the points of interconnection. 

Karns wrote Assistant Secretary Aandahl on April 9, 1954, follow- 
ing a conference with the two Oklahoma companies for discussion of 
the work draft of a proposed integration contract. He advised Aan- 
dahl that the conference gave considerable attention to— 


the question of availability of hydropower to Western 
Farmers for resale to the companies with the right of recap- 
ture by Western Farmers to meet our future needs. 


He noted the 1953 interim contract agreement to SPA to deliver up te 
30,000 kilowatts of hydropower and continued : 


The question of availability of this power after July 1 to 
Western Farmers and the price must be solved before our 
negotiations can proceed. 


He enclosed a resolution of his board of trustees requesting a per- 
manent contract for this 30,000 kilowatts stating that— 
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the progress we will be able to make in the next meeting will 
depend upon the action taken on the request of our coopera- 
tive. 

Assistant Secretary Aandahl replied on April 20: 


The question of the availability of 30,000 kilowatts of hydro 
power on a permanent basis to Western Farmers Electric Co- 
operative is one that will have to be answered at a later time. 

rom our previous visits and discussions you are well aware 
of the fact that Southwestern Power Administration does not 
have enough hydropower to meet the requests that have been 
made by preference customers in the area. 


Subsequent letters emphasizing the importance of a commitment for 
hydro to negotiation of an integration contract met with the same re- 
sponse. Karns testified that at a meeting in the fall of 1954 Assistant 
Secretary Aandahl “told me that Western Farmers would not get any 
hydro.” 

According to Karns: 


He said the power companies will take care of you. * * * 
You must have an integration contract by the first of the year 
and I am under edict of Congress to see that you get it. (See 
hearings, p. 76. 


On the same day, the testimony shows, Aandahl told Henry C. 
Templeton, president of Western Farmers, that he would trade him 
15,000 kilowatts of hydro if Western Farmers would give up the basic 
contracts. (See hearings, p. 76, 1429.) Actually, the Interior Depart- 
ment had not yet made a commitment to Western Farmers when, in 
the spring of 1955, the cooperatives and other preference customers 
approached the new Congress with a request for reactivation of their 
basic contracts to the extent of the specific amounts of power. 

The documents submitted by Karns include copy of a letter dated 
October 9, 1954, from Assistant Secretary Aandahl to John Buck, 
chairman of the G. and T. Co-op Committee, with reference to the res- 
ervation of hydropower for his group of power supply co-ops. Aan- 
dahl’s letter referred to an offer of January 29, 1954: 


to reserve for a reasonable period of time 100,000 kilowatts 
with energy in the amount of 175 kilowatt-hours per kilowatt 
per month for the 6 G. and T. cooperatives you represent. 


The letter then referred to the effect of the severe drought on esti- 
mates of future annual firm energy available and indicated that, of 
their total capacity, “there remained 130,000 kilowatts that were not 
under contract.” 

The letter suggested that— 


your continuing negotiations with the utilities be based on the 
assumption that there will be available for the G. and T.’s 
after Blakely Mountain project is in operation * * * and 


prior to the operation of Table Rock, approximately 130,000 
kilowatts of capacity and 150 kilowatt-hours per kilowatt per 
month of firm energy. 


In the light of this letter, we feel that Assistant Secretary Aandahl 
was in a position to give Western Farmers the assurance of hydro 
supply it needed to continue its negotiations even if the contract itself 
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was not negotiated until more progress had been made toward a general 
solution in the Southwest. 

Karns also told of a meeting with Aandahl in June 1954 concerning 
purchase of their steam power output. He said Aandahl offered to 
give them a contract for 90 days “while you are negotiating with 
the private companies.” He continued: “We told Aandahl that 
would give the power companies undue advantage because they knew 
we would have 90 days to live.” He quoted Aandahl as replying: 
“T will see that they do not hurt you any.” He interpreted this as 
meaning: “You folks come back in late September, and if you have 
been sincere in your negotiations, making any progress, I will extend 
that contract.” He said that SPA did extend it on a 30-day basis each 
month. (See hearings, p. 60.) He commented: 


I do not know how to describe it. You cannot sleep at 
night, and you cannot think in the daytime, because when 
you got 30 days to live with $15 to $16 million, and your 
load is trying to grow and the drought is on, and your debt 
service is creeping up on you, and you have payrolls to meet, 
and you wonder where the next dollar is coming from. (See 
hearings, p. 61.) 


At the conclusion of his testimony Karns characterized the position 
the cooperatives were placed in by Department of the Interior tactics 
as “like playing Russian roulette. The power companies knew which 
chamber the bullet was in, but we didn’t.” (See hearings, p. 377.) 


Interior Department uses “uncommitted commitments” to generation 
and transmission co-ops to harass cooperative and municipal 
systems 

The record thus shows that, following the deactivation of these con- 
tracts, the Interior Department refused to make definite commitments 
of hydro power to specific generation and transmission cooperatives. 

But it used Aandahl’s general commitment of 130,000 kilowatts of 

hydro to the 5 power supply cooperatives as an excuse for denying 

needed additional power to meet the growth of other cooperative and 
municipal plants and thereby created division in the ranks of prefer- 
ence customers. And, in weighing the significance of this evidence, we 
note that, according to Assistant Secretary Aandahl’s own figures, 
only 27,000 of the 130,000 kilowatts was required to meet the estimated 

demands of the power supply co-ops for 1955, while the full 130,000 

kilowatts would not be required until 1965. (See hearings, p. 1200.) 

Representatives of both rural electric and muncipal systems testi- 
fied as to just how these Interior Department tactics hit them. Thus, 

Manager H. M. Dillon of East Central Oklahoma Electric Coopera- 

tive testified that, based on this 130,000-kilowatt commitment, their 

power would be stopped short at their contract demand. This notifi- 

cation, he said, put them “in a pretty tight spot.” (See hearings, p. 

266.) He expressed it as the view of the co-ops that under the guise 

of “administrative discretion” the 130,000-kilowatt commitment “was 

used as the stumbling block to remove future power purchases from 
the category of the peere on the part of those co-ops and munici- 
pals they wanted to buy direct” from Southwestern Power Adminis- 


tration. (See hearings, p. 266.) : 
Manager Green of the Central Electric Power Cooperative of Mis- 
souri testified that whether by design or not, the actions taken have 
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fostered driving a wedge between the co-ops and municipals. And 
officials of the municipal electric systems who testified recognized this 
potential cleavage. Thus, H. D. Miller, general manager of the city 
utilities of Springfield, Mo., questioned the authority of the Secretary 
of the Interior to bypass the preference provisions of the Flood Con- 
trol Act “by giving greater preference to the generation and transmis- 
sion’s than to municipalities * * * and to channel power to private 
utilities.” (See hearings, p. 359.) 

In support of this suspicion, Miller cited Aandahl’s reply to many 
inquiries about a power commitment to the city of Springfield. Ac- 
cording to the witness, Aandahl wrote: 


After our contractual relations with the G. and T. Co-ops 
have been firmly established, we will be in a position to con- 
sider further applications of other preference customers. 


Miller stated that his only conclusion as to the objective of Aan- 
dahl’s withholding the part of the 130,000 kilowatts in excess of the 
G. and T.’s needs was “to make it possible to sell it second-hand to the 
private companies.” He concluded “that there was an artificial sepa- 
ration of preference customers to attain this objective.” (See hear- 
ings, p. 345.) 

Manager Jerome C. Berryman of the city of Poplar Bluff, Mo., 
electric department, told the committee of Southwestern Power Ad- 
ministration’s refusal to furnish a mere 500 kilowatts of badly needed 
additional power. (See hearings, p. 301.) Mayor Ochsner and City 
Clerk Crawford of Hermann, Mo., told how, after long years of opposi- 
tion from Missouri Power & Light Co., the city voted for a municipal 
distribution system and obtained partial power supply from SPA 
only to have that agency, in spite of past assurance, refuse to raise its 
contract demand. (See hearings, p. 390 et seq. 396.) 

Attorney Davidson of the city of Skiatook, Okla., told of the 8-year 
fight in many courts and through many elections to gain its municipal 
electric system against the wishes of the private utility, only to be de- 
nied additional Southwestern Power Administration power. He 
pointed directly to the 130,000-kilowatt commitment to the G. and T. 
cooperatives as the source of the town’s difficulties, expressed the feel- 
ing that the Interior Department dealt differently with the eee 
than with the cooperatives, and thought that the Secretary of the 
Interior “has instructed his employees in SPA * * * that the towns 
just aren’t going to be given power even if it is available.” (See 
hearings, p. 234 et seq.) 

Davidson testified that they were asking 250 kilowatts in addition 
to their 500 kilowatts of contract demand. He continued: 


They told us * * * that we just flatly weren’t going to 
have any more power; that if we exceeded our contract de- 
mands, we would be shut off. (See hearings, p. 235.) 


According to this witness, Southwestern Power Administration in- 
sisted that all these towns in Oklahoma should sign contracts with 
the two private utilities through whom they receive SPA power— 
Oklahoma Gas & Electric Co. and Public Service Company of Okla- 
homa. He said that some of the towns had already been forced to 
sign contracts with these companies for requirements in excess of 
their SPA contract demands “at a substantial increase in rates.” 
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ap hearings, p. 236.) Both Davidson and Green of the Central 
. and T, Cooperative testified that the power supply cooperatives 
had told the municipals and the SPA that they saw no reason why 
any portion of the 130,000 kilowatts not actually being used for loads 
coun not be used to serve the municipalities which needed it, but 
Secretary Aandahl “would not enter into any contract with us to 
increase our contract demand for 1 year or for any periods.” (See 
hearings, p. 236.) 

here is more testimony from Davidson and Manager Gibson of 
the Oklahoma Statewide Cooperative Association as to the pressure 
which the Interior Department applied to “bully municipalities,” into 
signing up with the companies, so that the Secretary could then say 
that “all municipals have signed, therefore the Government has no 
responsibility.” (See hearings, p. 238 et seq.) 
Congress must share responsibility for confusion in power policy 

This committee is convinced that the experience of this 2-year 
period, in which Congress must share with the administration respon- 
sibility for the confusion resulting from failure to implement the 
law, merits the most careful consideration as a basis for future action. 
For it reveals the fact that we cannot accept private power company 
interpretation of section 5 of the Flood Control Act of 1944 without, 
in fact, nullifying the law. In other words, as we have already 
pointed out, for over 2 years the Interior Department, has been trying 
to put into effect the rejected Bailey amendment in place of Federal 
power marketing law as it stands on the statute books. In 1953 and 
1954, the failure of Congress to appropriate funds to carry out the 
SPA contracts abetted by the Department’s efforts. 

Some frank testimony of the Southwestern Power Administrator 
is important. Discussing the oso one stalemate which prevented 
effective administration of Federal power policy in his region, he 
explained that he had sat for 8% hours before the Appropriations 
Committee and said “all our trouble in the Southwest, or most of it, 
is caused by Congress.” He said he hadn’t changed his mind, and 
continued : 


My main job has been to find out what’s the intent of 
Congress, because it changes about every 2 years. We started 
off to do certain things, then a congressional committee tells 
us they want us to drop that, not to go further with those 
contracts, The next Congress comes along and says, “we 
didn’t mean that, take off with them again.” Then the next 
Congress comes along and says, “stop, we don’t do that 
anymore.” So the Department of the Interior, which is 
now being asked what we did with our stewardship in the 
Southwest, has mainly been trying to reorient our power pro- 

m to keep up with the direction that Congress says they 
intend usto go. (See hearings, p. 1323.) 


Wright testified that the most recent of the two changes in con- 
gressional direction which he was talking about was the action on the 
request of the previous administration for inclusion of the “con- 
tinuing fund” in the budget for the fiscal year 1954. He commented: 


I have a peculiar respect for Congress. They’re my board 
of directors. When they tell me not to do something, I stop. 
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They said, “We don’t want you to spend a dollar implement- 
ing these contracts.” I had line crews out on those lines, 
and at midnight June 30 I had to have them out of there the 
next morning. I took them out. (See hearings, p. 1323.) 


Wright testified further that, when Congress said “you no longer 
have the right to carry on contracts with the G-T’s,” SPA lost 85,000 
kilowatts of fuel generation that had been calculated in its power 
resources. He continued: 


We tried to reorient our program through alternate con- 
tracts, but were unsuccessful during the interim period, so 
the values of integration between steam and hydro were lost 
to us in handling the load growth. (See hearings, p. 1327.) 


Wright testified that the minute they get loose from the 130,000- 
kilowatt commitment to the G. and T. Cooperatives, or get the 
G. and T. problem solved— 


we will be able to again plan our load growth and move with 
it to the extent that Congress sees fit to build these projects. 
(See hearings, p. 1827.) 


On the basis of this record of 2 years (1953-54) in which Congress 
and the administration must share the responsibility for failure to 
implement Federal power-marketing law in the Southwest, we are led 
inevitably to the conclusion that the congressionally established 

reference to public bodies and cooperatives would become a meaning- 
ess and futile gesture if interpreted as involving no responsibility at 
all for future power supply on the part of the F jaaead regional re- 
sources programs. Without the assumption of such responsibility 
there is no permanent gain to the eect customers, no freedom 
from dependence on monopoly. Even the theoretical protection 
against monopolization of power from Federal projects, which Con- 
gress sought to establish, would be defeated because the preference 
customers would be forced to integrate with the private power systems 
which would thus become indirect beneficiaries of public investment. 
Our record makes this clear. 

The present administration’s policy of Federal irresponsibility in 
the field of power supply as a part of the Government’s legitimate 
regional resources programs would thus remove entirely the competi- 
tive influence which has played so important a part during the last 
20 years in bringing about lower electric rates and increased use of 
electricity throughout the country. This is the basis for the entire 
utility-inspired attack on Federal Ley gray ae for the power supply 
of its customers, and Congress should face squarely the fact that the 
preference provision, if it is to mean anything at all, must imply such 
responsibility. 

As Administrator Wright of the Southwestern Power Administra- 
tion clearly implies, the principles of section 5 of the 1944 Flood Con- 
trol Act and their counterparts in the Bonneville and Reclamation 
Acts, cannot be carried out without continued multipurpose develop- 
ment of the country’s rivers with the Government building the power- 

lants as well as the dams. The administration’s “partnership” policy 
1s, therefore, in direct conflict with congressionally established power 
policy. 








SECTION VII 


CONGRESS REVIVES PARTNERSHIP CONTRACTS BUT 
INTERIOR DEPARTMENT STALLS (SOUTHWESTERN 
POWER AREA) 


The 84th Congress, in its first session, promptly restored the con- 
tinuing fund to the Southwestern Power Administration budget. 
This action was based on recommendations of the House and Senate 
Appropriations Committees, both of which directed reactivation of 
the Southwestern Power Administration-generation and transmission 
cooperatives integration contracts. But the evidence before this com- 
mittee shows the Interior Department still determined to overrule 
Congress in the interest of private power monopoly. 


Rural Electrification Administration study reveals administration 
plan for Southwest 


The Appropriations Committees had before them, as an indication 
of what the Interior Department had been driving at, “A review of 
power problems of REA-financed federated cooperatives in the 
Southwestern Power Administration area.” This review had been 
prepared by the Rural Electrification Administration and included 
in the hearings before the Senate Appropriations Committee on the 
second supplemental appropriation bill, 1955. This memorandum, 
coupled with the testimony of SPA Administrator Wright before the 
House Appropriations Subcommittee on Public Works Appropria- 
tions for 1956, makes perfectly clear how the Interior Department’s 
shift of policy was to be applied to that area. 


Co-ops would depend on companies for power supply 


The REA review stated frankly that the objective of all the nego- 
tiations since 1953 has been— 


the integration of all the electric systems in the area, in- 
cluding the facilities of the federated cooperatives, the com- 
panies and the SPA, and the effective use of the Government’s 
peaking capacity. 

Becoming more specific, the review said: 


At the present time, the negotiations contemplate, as a 
means of effectuating such integration, that the cooperatives 
will purchase peaking hydroelectric power and energy from 
the Interior Department, sell it to the commercial companies, 
together with the output of the cooperatives’ thermal generat- 
ing plants, and will buy back from the commercial compa- 
nies the electric requirements of their member cooperatives. 
( 1S pe second supplemental appropriation bill, 1955, 
p. 6. 


The negotiations also contemplated arrangements for mutual use 
of surplus transmission capacity of the companies and cooperatives. 
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There were to be arrangements also for use of certain SPA trans- 
mission facilities. This means nothing more than the beginning of 
private absorption of the independent eigen systems and the 
dissolution of the SPA as a competitive Federal system with its pre- 
ferred customer group. 

The REA review recognized that the amounts of Federal peaking 
hydro power which the Interior Department would allot to each pri- 
vate-cooperative group and the rates which SPA would charge for 
this power, are an important consideration in determining the rates 
the private companies will quote to the power supply cooperatives. 
But there is no question that the Federal power would go to the pri- 
vate power systems to be used as they see fit and that the G. and T. 
cooperatives would become customers of the companies and not of the 
Government. The view showed that the Interior Department was 
working on the contracts which it would offer to round out the sepa- 
rate deals. 


New contract drafts reflect Interior policy 


Chairman Clarence Cannon of the House Appropriations Com- 
mittee, in questioning SPA Administrator Wright in the hearings on 
public-works appropriations for 1956, read a portion of the proposed 
contract which the Interior Department is offering the apttewest 
Electric Power Cooperative as the basis for its integration deal with 
the Kansas City Power & Light Co. The excerpt reflects the present 
Interior policy and reads as follows: 


Whereas Northwestern has entered into a third-party 
agreement, under even date hereof, wherein during a term 
concurrent with the term of this agreement Northwestern will 
sell, and Kansas City Power & Light (hereinafter referred 
to as “K. C. P. & L.”) will purchase, all hydroelectric power 
and energy available to and purchased preferentially by 
Northwestern from the Government hereunder, and in ex- 
change therefor K. C. P. & L. will sell and deliver from its 
total power and energy resources, and Northwestern will pur- 
chase and receive, continuous electric service sufficient to meet 
the total electric requirements of Northwestern’s distribution 


cooperatives, etc. (See hearings, Public Works appropria- 
tion, 1956, p. 36.) 


Wright testified in the appropriations hearing that they had two 
more proposed contracts, patterned generally like this, with the Sho- 
Me Corp. and the KAMO Cooperative, both in Missouri. He wanted 
the committee to understand that— 


all the Government has said it has done is set forth a draft of 
contract for the disposition of the hydro power, which, if the 
companies and the cooperatives can come to a satisfactory 
integration, we are willing to enter into so that that integra- 
tion can achieve success for the cooperatives in lieu of the 
lease-operating contracts which the Congress and not the 


Department stopped. (See Public Works Appropriations 
Hearings, p. 38.) 


Chairman Cannon, in connection with further questioning of 
Wright, also quoted section 2 of the proposed contract between North- 
western and the Kansas City Power & Light Co. According to Can- 
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non, the cooperative “would turn the control of their business over to 
Kansas City Light & Power.” By this section Northwestern “would 
constitute and appoint” Kansas City Power & Light Co. as its “true 
and lawful corporate agent” authorized for the purpose of the agree- 
ment to— 


(1) schedule and accept deliveries of hydroelectric power and 
energy for Northwestern hereunder; (2) give notices of 
schedules and statements to the Government, and receive and 
accept such notices from the Government as herein provided ; 
and to exercise for Northwestern the authority enumerated 
in subsection (a) in all respects with the same force and effect 
as Northwestern could acting through its authorized officers 
(p. 54). 

It is the view of this committee that these two quotations from 
drafts of contracts providing for the Department of the Interior’s 
kind of integration demonstrate beyond question that the Department, 
as at present administered, is driving toward a complete violation 
of both the letter and the intent of the power marketing policy estab- 
lished by Congress in a long series of laws culminating in section 5 of 
the 1944 Flood Control Act. And the REA review supplement, cov- 
ering the negotiations to January 15, 1955, stated that— 


The development of hydro contracts between SPA and the 
cooperatives, satisfactory as to amounts of power * * * 
as well as rates, is an essential element of the long-range 
solution.” 

It continued : 

It was determined that the hydro contract between SPA 
and Northwest Electric Cooperative, Inc., would serve as a 
pattern, and Northwest and Kansas City Power Co. have 
taken the lead in the negotiations with SPA and the Depart- 
ment of the Interior. All other cooperatives and companies 
have been consulted and kept informed by Northwest and 
Kansas City Power & Light Co. (See hearings, second sup- 
plemental appropriations hearings, p. 15.) 


If, in spite of the fact that the 84th Congress directed reactivation 
of the SPA integration contracts with the federated G. and T. coop- 
eratives, referred to in the next section, the Interior Department’s 
strategy succeeds in getting the members of the federated group to 
agree to integrate instead with the private companies, the congres- 
sionally established preference provision will become merely a device 
for breaking down regional integration into the following groupings: 


Integrated groups with cooperatives dependent on companies for power supply 


DEPENDENT G. AND T. COOPERATIVES DoMINANT CoMPANY PARTNERS 


, = Oklahoma Gas & Electric Co. 
Western Farmers Electric Cooperative_{ Dean Service Company of Oklahoma. 
Central Electric Power Cooperative___ { Union Electric Co. 

Sho-Me Power Corp__----.----.------ Missouri Power & Light Co. 

{ Kansas City Light & Power Co. 
Northwest Electric Power Cooperative_; St. Joseph Power & Light Co. 

| Missouri Publie Service Co. 
Empire District Electrie Co. 


KAMO Electric Cooperative----------- { Missouri Public Service Co. 


Arkansas-Missouri Power Co. 
M. & A, Electric Power Cooperative__- Arkansas Power & Light Co. 
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The evidence shows that the G. and T. cooperatives, with their heavy 
investment in facilities designed for operation under the deactivated 
SPA integration contract have faced almost irresistible pressure to 
accept this private integration setup as a means to stave off threatened 
bankruptcy. There is a clear indication that the only thing that held 
up the final liquidation of the original southwestern Federal power 
program until the 84th Congress moved to reactivate it was the fact 
that private power companies in the flush of victory insisted on terms 
which the cooperatives were forced to resist. 


Appropriations Committees call for enforcement of law 


The House Appropriations Committee specifically referred to the 
original integration contracts between SPA and the co-ops as “valid 
and legal” and as “tested in the courts.” The committee also specifi- 
cally instructed the Department of the Interior to— 


recapture for the use of preference customers all power and 
energy to which they are entitled under the provisions of 
section 5 of the Flood Control Act of 1944, and to negotiate 
as soon as possible a settlement with each contractin G. and 
T. cooperative effective as of the date of passage of the bill 
(H. Rept. 747, 84th Cong., 1st sess., pp. 5-6). 


The record raises grave question as to whether the Secretary of the 
Interior is showing the same alacrity in carrying out this asstive 
as he showed in pulling the switches on the SPA-G. and T. integration 
contracts, in 1953. 

The Senate committee felt it necessary to emphasize that “in the 
marketing of available power and energy, preference must be given 
to aie ladies and cooperatives in accordance with section 5 of the 
Flood Control Act of 1944.” It declared that “the action recom- 
mended by the committee is necessary to provide the essential inte- 
gration that is required in the area.” It expressed the desire that 
“the existing contracts between the Southwestern Power Admin- 
istration and the G. and T. cooperatives become operative immediately 
upon approval of this act.” It further expressed the opinion that— 

the Secretary should give consideration to amending the contracts 
as follows: 


1. Deletion of the provision giving the SPA an option 
to purchase the transmission facilities of the G. and T. 
cooperatives. 

2. To allow the G. and T. cooperatives to operate and 
maintain their facilities * * * 

3. To allow the Southwestern Power Administration 
and the G. and T. cooperatives to settle accounts on a 
— basis. (S. Rept. 700, 84th Cong., Ist sess., 
p. 6). 

Assistant Secretary of the Interior Aandahl, appearing before the 
House committee on the Department’s fiscal 1956 appropriation bill, 
had stated : “I do not think that these inoperative contracts should be 
activated.” He had given several reasons for taking that position, 
referring particularly to the fact that the 83d Congress had decided 


against use of the contracts and “directed us to work out replacement 
contracts.” 
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He said: 


I was fully in sympathy with the position that was taken 
by Congress and I think very good progress has been made in 
working out replacement contracts. However, it is a difficult 
task and it requires a great deal of negotiation and exchange 
of ideas. (See hearings, House Appropriations Committee, 
Cemeterial Expenses, etc. fiscal year 1956, p. 165.) 


Assistant Secretary Differs with Congress 


Appearing before the Senate Committee on id om on the 
second sup Semental appropriation bill, 1955, a few months earlier, 
Assistant Buciehary of the Interior Aandahl had made perfectly 
clear his thinking in the matter. He had stated that the Southwestern 
Power Administration—G. and T. contracts— 


would have thrown the Federal Government very extensively 
into the power purchasing and power marketing business, 
beyond what is required to handle the output of the hydro- 
electric plants that we have in the area. 


He had said that the only way the G. and T. cooperatives could 
obtain sufficient load for the capacity of their transmission lines “is 
by integration with the utilities in the area.” He had admitted that 
the Southwestern Power Administration and the Rural Electrification 
Administration had worked together on the plan for this transmission 
system in anticipation of the continuation of the revolving fund and 
“in anticipation of the Government being in the power business to a 
much larger degree than can be justified by the hydro plants that 
we have in that area.” Also, admitting that “there was just about 
enough steam capacity in the G. and T. systems to do the firming that 
is necessary for that hydro” and “as far as firming up this hydro is 
concerned, we could just deal with the G. and T.’s,” he had still insisted 
that the power supply cooperatives “need an integration contract with 
the utilities to meet their obligations.” (See hearings, Senate Appro- 
priations Committee, Second Supplemental Appropriation bill, 1955, 
pp. 28-30.) 

This committee raises the question whether responsible officials of 
the Interior Department, with such a fixed determination to change the 
power policy established by Congress and with such a record of devi- 
ousness and coercion as we have just reviewed, can be depended upon 
to carry out the existing mandate of Congress for marketing power 
produced at Federal dams in the Southwest. Our record covering 
the first few months following the first session of the 84th Congress, 
suggests that the answer must be in the negative. 

Assistant Secretary Aandahl was questioned by this committee re- 
garding his earlier statement that— 


the responsibility of the Department of the Interior is to mar- 
ket the power that comes from Federal hydroplants, and 
when we have marketed that power, we have completed our 
responsibility. 
He explained that statement, along with others, to the same effect, 
as referring to the recently negotiated Whitney Dam type of arrange- 


ment. (See hearings, p. 1391.) In the Whitney Dam contract, the 
Brazos Electric Cooperative buys the total output of the project, im- 
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mediately resells it to the Texas Power & Light Co. and, in turn, re- 
ceives from that company the firm power it requires at a rate which re- 
flects the economy of peaking power to the company. Aandahl con- 
tended that this type of arrangement was in full conformity with sec- 
tion 5 of the Flood Control Act. (See hearings, p. 1392.) 


Aandahl stalling indicates purpose to thwart Congress 


As we have already pointed out, much of the present Interior De- 
partment strategy is reflected in the continued withholding of the 130,- 
000 kilowatts of capacity committed to the hoped for G. and T. pri- 
vate company integration contracts. Assistant Secretary Aandahl 
himself explained this to the committee in terms which made it clear 
that his object is still to bring about integration of preferred cus- 
tomers with the companies. Thus, he said that one particular rea- 
son for the combined freezing of this block of power was that he 
wanted to “get a little deeper into * * * the possibility of the type of 
thing Sho-Me is in process of doing.” (See hearings, p. 1389.) He 
had previously testified that the Sho-Me power supply cooperative 
did not wish to continue its old G. and W. contract but was explor- 
ing integration with a utility. (See hearings, p. 1201.) He said 
that Sho-Me’s arrangement would require 50,000 kilowatts or more 
of Southwestern Power Administration’s hydrocapacity for its pri- 
vate integration plan. (See hearings, p. 1203. 

Aandahl spread many other explanations of this action on the record 
of this committee. Taken together, they leave the impression of a 
man ordered to stall in carrying out the will of Congress to enable 
the private power companies to pull off some deals with the harassed 
G. and T. cooperatives. Thus, he stated, somewhat vaguely, “We 
want just a little more time to see what the possible settlement will be 
of our relationship with the G. and T.’s before we release any por- 
tion of the 130,000 kilowatts we have committed to them.” (See hear- 
ings, p. 1377.) At one point, he said he was reluctant to release that 
power “until we have had an opportunity to get a little deeper into 
rate studies and problems of negotiating amendments.” He added: 
“The G. and T. contracts involve heavy financial commitment by SPA. 
Effective and satisfactory solution of the many problems involved 
will reflect to the advantage of all our customers throughout the 
area.” (See hearings, p. 1204.) At another point, he seemed to wish 
to recede from the 130,000-kilowatt commitment, saying that “We 
thought (it) was perfectly proper to use (the commitment) in the 
alternate contracts if they had been worked out during the 2-year 
interim period.” At still another point, he attributed the delay in 
releasing the 130,000 kilowatts to his wish to await the reaction of the 
co-ops “when there is an indication of rates that will be necessary 
now that we have the added expense of lease with options-to-purchase 
contracts.” (See hearings, p. 1390.) 

This suggests that the strategy, following the Georgia pattern, may 
be to make the true application of the preference principle so much 
more expensive that the co-ops will fall for the company bait. 

Aandahl went at greater length into his anticipations of Sho-Me’s 
action when he was asked again what was holding up the release of the 
130,000 kilowatts. He replied that he wanted to have, not only “some 
reasonable estimate of what the rates will be,” but also an “opportunity 
of contacting the G. and T.’s and having a better understanding what 
their wishes will be as to final solution.” Sho-Me, he expiniest: in the 
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context, “wants to pull out of the lease-option contract.” This time, 
he added, there was “at least one other spot and perhaps more where 
something similar may take place,” and until “we have more definite 
information on how to proceed with amendments of the contracts, 
srt were of alternate contracts, and rate schedules it is difficult to 

now how much of the 130,000 kilowatts we may need in the G. and T. 
solution.” (See hearings, p. 1403.) 

On further questioning he explained: “If Sho-Me were the only 
G. and T. to decide in favor of an alternate contract,” he could release 
the 130,000 kilowatts immediately but if there should be others, they 
would probably need all of the 130,000 kilowatts for such alternate 
contracts. “Until we know the trend,” he said, “it should not be 
released.” Finally, he came to the real explanation. Sho-Me pro- 
ator a Whitney contract type of integration with a private utility, 
ie said, frankly, adding: “I would certainly be glad to encourage 
that kind of settlement. That settlement is more preferable to me 
over lease-option-to-purchase contracts.” (See hearings, p. 1404.) 

When asked whether it might be that he was holding up the 130,000 
kilowatts to see if he could force such alternate solutions, Aandahl 
vehemently denied it, stating that he was “not making an attempt 
to force anybody,” but was “holding the gate open, so that the method 
can be used if it is desirable on the part of the G. and T's.” “The 
initiative,” he said, “must come from them.” (See hearings, p. 1404.) 
This statement parallels the statement to the Georgia rural electric 
cooperatives, in transmitting Georgia Power Co.’s high-cost modified 
wheeling proposal, that the old tricontract proposal was still available 
to them, in spite of the fact that the Attorney General had declared it 
an “emasculation” of congressional policy. 

This committee would simply note that all these various explana- 
tions are simply excuses put dorward by the Interior Department for 
not doing its duty as laid down by the Flood Control Act of 1944 and 
the public works appropriations bill for fiscal 1956, H. R. 6766, with 
special reference to the reactivation of the G. and T. contracts. 


Interior Department refuses to reactivate contract with Arkansas 
cooperatives 

Our record shows that the Interior Department, on what appears 
to be nothing more than a technicality, has refused to reactivate its 
integration contract with the Arkansas Electric Cooperative we 
This is the generation and transmission cooperative which has finally 
won the right to go forward with its steamplant after overcoming every 
obstacle that the Arkansas Power & Light Co. and the Southwest Gas 
& Electric Co. could place in its way. As we have already noted, the 
Senate Judiciary Committee Subcommittee on Monopoly and Anti- 
trust, in its report on Monopoly in the Power Industry (1955), exposed 
the power company manipulation of the politics in the State of 
Arkansas. { 

Acting Manager Oswald of the Arkansas power supply cooperative 
testified that, after being blocked in the courts on a legal technicality, 


the 1955 State legislature had amended the law to permit the co- 
operative to build a steam plant for integration with SPA after what 
was “probably the bloodiest fight * * * over anything that has been 
before our legislature.” (See hearings, p. 368 et seq.) Oswald said 
that, after the reactivation of the contracts by the Congress, he had 
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written to Secretary of the Interior McKay to determine whether the 
Department would reactivate the Arkansas G. and T. contract, since 
the G. and T. was now exploring the construction of a steam plant and 
transmission lines. (Sen haartake p. 367.) 

According to the witness, he had not yet received a reply to his then 
recent letter. He testified that Interior’s attitude in this situaion 
would have an important effect on the co-ops bargaining position 
with the private power companies as to rates and type of service, for, 
he explained : 


wholesale rates and availability of points of delivery from 
the commercial power companies to the Arkansas REA co- 
ops seems to depend historically on the political climate in 
Washington and the attitude of the administration. (See 
hearings, pp. 366, 368.) 


Oswald explained that the company’s power rates went up or down 
depending on the availability of alternative power supply from SPA 
or a cooperative steam plant. (See hearings, p. 371.) 

When questioned about this, SPA Administrator Wright testified 
that originally the Arkansas G. and T. Co-op had a contract similar 
to the other G. and T. contracts, which provided that if the co-op 
did not complete its system by January 1, 1955, the contract was 
null and void. He testified further that, as a result of action by the 
Arkansas Supreme Court, the co-op could not carry out its obliga- 
tions and the date passed. “We have no contract with them now,” he 
said. (See hearings, p. 1327.) 

Wright contended there had been considerable realinement of 
SPA’s program and that they would have difficulty integrating the 
100,000-kilowatt plant now being planned by the Arkansas G. and T. 
until, at least, about 1960. He added: 


If Congress wants this type of contract continued, and 
the Secretary testified he does not favor that type of contract, 
I am sure he would not allow me to enlarge upon the scope 
of those we have, certainly until they are proven and until 
Congress lets them go “on enough to know we are going to be 
allowed to go awhile. (See hearings, p. 1328.) 


Wright said he himself was getting “kind of gun shy.” “TI don’t 
like this change in directions this fast,” he said. “I like to plow a 
pretty long row” (ibid.). Wright testified that no thought had been 
given to renewing the Arkansas contract on January 1, 1955, because 
the Arkansas State Legislature had not yet enacted the amendment to 
law permitting the G. and T. Co-op to build its steam plant. He said 
that the Arkansas Legislature action would, in effect, require a new 
contract because the cooperative’s powers under the new law are 
a little different but that it could be patterned after the G. and T. 
contracts. He added again that “the Secretary does not favor extend- 
ing that type of relationship.” (See hearings, p. 1329.) 

This testimony makes it clear that with a determination of Congress 
to go forward, in accordance with the principles of established power 
marketing law, the only obstacle to renewing the partnership with the 
Arkansas cooperatives is the opposition of the Secretary of the 


Interior. 
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Interior Department introduced new obstacles to carrying out con- 
gressional directive 

Our record shows that the Department of the Interior is holding up 
the reactivation of the integration contracts by insisting on new terms 
not required by the congressional directive. Thus, the Department’s 
assertion that the Government is entitled to compensation for some 
sort of equity it is giving up by deleting its original option to pur- 
chase the cooperative transmission facilities has led to prolonged argu- 
ment. Although Assistant Secretary Aandahl indicated that they 
intended to ask the Comptroller General for a ruling in the matter, 
they allowed months to elapse without making any move in that 
direction. 

Finally, in late November 1955, the Interior Department got around 
to asking the Comptroller General whether compensation for the so- 
called equity was required. This, of course, was after Asssistant Sec- 
retary Aandahl had insisted on it for months in his negotiations with 
the cooperatives. In opinion B-125127 of February 14, 1956, Comp- 
troller General Josesph Campbell ruled that compensation was not 
required for the deletion of the option to purchase clause. He also 
ruled that despite the sudden fears of Interior’s legal staff, it would 
be perfectly legal to follow the congressional directive to amend the 
contracts so as to permit the settlement of accounts between the SPA 
and the cooperatives on a net balance basis. 

We may note, in passing, that insistence on compensation for equity 
in this instance was quite inconsistent with the Department’s volun- 
tary renunciation of its rights to use excess capacity in private trans- 
mission lines crossing public lands in the Pacific Northwest and else- 
where. This valualae right was relinquished by Interior officials 
without any concern as to the equity involved. (See Certain Activ- 
ities Regarding Power, Department of the Interior (Changes in 
Power Line Regulations) 13th Intermediate Report, Committee on 
Government Operations, House of Representatives, 84th Cong., 2d 
sess. ) 

SPA Administrator Wright, in an effort to explain the differences 
which were holding up reactivation of the contracts, emphasized the 
Interior Department’s “equity compensation” claim. He testified 
that the chief difference between SPA and the G. and T.’s on reacti- 
vation of the basic contracts lay in the question whether or not “in 
carrying out the intent of Congress, in canceling the option to pur- 
chase, and thus giving up an equity that is now vested in the Govern- 
ment, there should not be some compensating value. (See hearings, 
p. 1337.) It was SPA’s position, he said, that since the Government 
no longer had the option to purchase and was thus giving up an 
equity, the G. and T.’s henceforth should pay for replacement costs. 
(See hearings, p. 1337.) He thought that the problem of G. and T. 
payments to SPA for wheeling power over their own system had been 
just about removed. (See hearings, p. 1338.) In addition, how- 
ever, he testified that his lawyers had recently raised questions about 
the “net balancing off” of accounts with the G. and T.’s, although 
he admitted they had never questioned this same practice with the pri- 
vate utilities. (See nowelge . 1340.) Wright said he would rec- 
ommend to the Secretary that Ms submit both this question and that 
78584—66——7 
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relating to replacements to the Comptroller General for an opinion. 
(See hearings, p. 1338.) 

Assistant aerate Aandahl said Congress had made it clear that 
the contracts were to be reactivated and that it particularly wanted 
the co-ops to own and operate their own systems. He was in “full 
agreement” with this and with the deletion of the option to purchase. 
He admitted there was no specific indication that the Interior De- 
partment was to request compensation from the G. and T.’s for the 
elimination of the option but added that there had been little discus- 
sion of that point before the Appropriations Committee. (See hear- 
ings, p. 1375 et seq.) 

When questioned whether he was attempting in these amendments 
to go beyond the congressional directive, Aandahl said it should be 
borne in mind that the congressional recommendations were in the 
form of a committee report; that in carrying out those recommenda- 
tions he had to be governed by the a plicable statutes; and that he 
had to be aware of the rights of the ovabeiiaat in the existing con- 
tracts. Hesaid he had no authority to modify a contract by removing 
from it an equity held by the Government without some compensating 
value. (See hearings, p. 1376.) However, at the time of his testi- 
mony in October, he had not yet asked for a Comptroller General’s 
opinion. 

From the record before us this committee is convinced that, since 
the new Congress directed reactivation of the partnership contracts 
with the rural electric G. & T. cooperatives, the conduct of the Interior 
Department has been characterized by proscrastination and delay. 
The unnecessary complications which were introduced into the 
negotiations suggest some unavowed strategy through which the pre- 
ferred customers may ultimately be persuaded to seek integration with 
the private companies rather than with the Government, despite, the 
expressed direction of Congress. The Comptroller General found 
the complications were without merit. 


Interior Department's new rate proposals designed to remove competi- 
tive influence of Government power 


The unavowed strategy of these delaying tactics becomes apparent 
when we examine the rate proposals of the Interior Department. To 
avoid the accusation that their promonopoly tactics violate section 5 
of the Flood Control Act, the present administration of the Depart- 
ment is working in the Southwest, as in Georgia, to induce the pref- 
erence customers to choose the proposals of the private power com- 
panies. And in both cases they are attempting to accomplish the 
objective by unnecessary delays and by devices to make the exercise 
of the statutory rights of the preference customers appear less 
attractive. 

We have discussed the tricontract strategy of this approach to the 
Georgia cooperatives earlier in this report. In the Southwest, the 
strategy takes the form of a “peaking power rate” which is too low 
and a firm power rate which is too high. This provides a direct in- 
centive for acceptance by preference customers of what Assistant Sec- 
retary Aandahl designates the Whitney type of contract, under which 
the generation and transmission cooperative buys Federal peaking 
hydro on behalf of the company on such favorable terms as to enable 
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the company to offer the preference customers, at least temporarily, 
firm power supply at less than the Government firm power rate. 

Assistant Secretary Aandahl testified that the present SPA rate 
for full service energy is 5.6 mills per kilowatt-hour. He said that 
that rate, which was calculated in 1947 at the beginning of the South- 
western Power Administrtion, is now out of date due to the inflation- 
ary effect of the war, the increased costs of all facilities involved in the 
production and distribution of power, revised cost allocations, and 
new low precipitation records. Aandahl testified further that in 1954, 
SPA submitted new rate schedules to the Federal Power Commission 
for approval. He said that they proposed to raise the 5.6 mill rate 
to 7.16 mills, and to set a 7.33 mill rate for peaking capacity including 
150-kilowatt-hours of energy a month. (See hearings, p. 1203.) 

Reactivation of the basic contracts, Aandahl contended, would 
greatly increase operating expenses of SPA and a new rate study 
was underway. He expressed the thought that the 7.16 mill rate for 
full service energy would be further stepped up to 7.5 mills, the 7.33 
mill rate to from 9 to 10 mills. (See hearings, p. 1204.) 

In the light of this testimony, we must give added weight to two 
previously cited statements of Aandahl with reference to delay in 
release of the 130,000 kilowatts held in reserve and the related relay 
negotiating amendments to the basic G. and T. cooperative integra- 
tion oe Thus, after outlining the proposed changes in rates, 
he said: 


I’ve felt reluctant to release any of the 130,000 kilowatts 
held in reserve for the G. and T. cooperatives until we’ve 
had an opportunity to get a little deeper into rate studies 
and uaa of negotiating amendments. (See hearings, 
p 1204. 


Later, in answer to questions concerning the delays, he added: 


There’s a few other factors we want to get a little deeper 
into, particularly the possibility of the type of thing Sho-Me 
(power supply coperative) is in process of doing; also the 
reaction of the co-ops, when there’s an indication of the rates 
that will be necessary so that we have the added expense of 
the om) with option to purchase contracts. (See hearings, 
p. 1389. 


Clearly, the new rate schedules, with their higher cost of power 
to preference customers, were considered a means to an end. 

Witness Blalock, representing three G. and T. systems, testified 
that the rate filed by SPA in 1954 was designed specifically as “an 
inducement” to get the G. and T.’s into the private company integra- 
tion contracts. (See hearings, p. 149.) It amounted to selling peak- 
ing power “dirt cheap,” he said. (See hearings, p. 148.) Further- 
more, he pointed out, the Department tried to impose on the firm rate 
the burden of the subsidies contained in the SPA contracts with the 
private companies. Blalock estimated that the Oklahoma companies 
were being subsidized to the extent of $400,000 a year on the average; 
the Southwest Gas & Electric Co. to the extent of $125,000 in the 
Narrows contract; and that there was an $840,000 subsidy in the con- 
tract with Arkansas Power & Light Co. for service to the Reynolds 
Aluminum Co. (See hearings, p. 150.) The subsidy, he said, con- 
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sisted of the difference between the revenue and the cost of the Gov- 
ernment. (See hearings, p. 151.) 

Blalock thought that the old schedule A 5.16-mill rate could have 
paid out the projects. He said that it was “not a bad rate” for firm 

wer but that the peaking rate associated with it had been too low. 

e conceded that it might have been necessary to raise the firm rate 
before the end of the 40-year period, but stated that, if the sub- 
sidies had been eliminated from the private contracts and the peaking 
rate had been set high enough, the firm rate need not be raised to 7.5 
mills. (See hearings, p. 156 et seq.) 

Blalock submitted a table comparing SPA power costs for power 
supply at different load factors with the existing rates (schedule A) 
and with the rates proposed by the Department in 1954 for Federal 
Power Commission approval, including those which would be effec- 
tive before the Table Rock project begins operation and the somewhat 
higher rates thereafter. The table reveals the extraordinary fact that, 
while the Department was proposing to increase rates to cover costs, 
it was actually increasing the firm rate which would have had to be 
paid by the great majority of the preferred customers and decreasing 
the peaking rate which would principally have applied to purchases 
by private power companies, either direct or through oe eee 
cooperatives. The committee views this as what might be termed 
“preference in reverse.” 

Blalock’s figures also show that the then proposed peaking power 
rate, which will be chiefly advantageous to the companies, would cover 
less than 75 percent of SPA costs for the 150 hours per month service 
to which Assistant Secretary Aandahl referred. ey show, on the 
other hand, that the proposed firm power rate, which the public and 
cooperative systems would be expected to pay for about 350 kilowatt- 
hours per month service, would exceed the SPA costs of such service 
by more than 20 percent. His figures also show that the existing rate 
(schedule A) comes much closer to covering the SPA costs for peaking 
power, although it still appears partly responsible for the fact that 
SPA has not been producing Pte revenue to cover full costs. 
But his figures show that for firm power service, such as the municipal 
and cooperative systems require, existing rates just cover costs. 

Blalock testified further that SPA’s 1954 rate filing with the Fed- 
eral Power Commission made clear the real intent of the Interior 
Department. He quoted the Department’s covering memorandum 
to the Commission, as follows: 


The present marketing plan of SPA provides that insofar 
as possible the primary energy available from the reservoir 
projects will be sold only as peaking energy and that where 

_ necessary, firming energy will be caiaoak from other sup- 
pliers in the area. It is also contemplated that agreements 
will be reached whereby the energy available will be sched- 
uled on a seasonal basis, so that the majority of the energy will 
be made available during the peak months * * *. Only during 
the critical water periods will it be necessary for the Govern- 
ment to purchase additional energy for those customers whom 
it serves direct. [Emphasis added.] (See hearings, p. 146.) 


_ Blalock pointed out that the proposed sales policy leaves only peak- 
ing power for sale, which preference customers cannot use. He added 
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that section 5 of the 1944 Flood Control Act does not say to sell 

aking power; it says to sell power on as widespread a basis as 
possible at the lowest rates and to use good, sound business judg- 
ment in doing it. ss — P. 147.) 

Other witnesses for the rural electric cooperatives, including Man- 
ager Karns, of Western Farmers Electric Cooperative (Oklahoma) ; 
Manager Martz, of Northwest Electric Power Cooperative (Missouri) ; 
and Manager Dillon, of East Central Oklahoma Setemation testified 
to the effect that over the amortization period of the SPA system the 
existing rates would pay out if the Administration would firm up 
its peaking power; that existing deficits were due to selling peaking 
power to the companies at less than cost and considerable quantities 
of energy at dump rates; and that selling SPA power as peak power 
meant selling it to private companies rather than to preferred cus- 
tomers. Thus, Karns said SPA’s schedule A had been designed to pay 
out the investment and would put SPA in the black if it were market- 
ing its power in accordance with sound business principles. (See 
hearings, p. 52.) Dillon asserted that when the Interior Department 
says it has power to sell, it, in effect, permits sales only to organiza- 
tions with substantial generating equipment—the private utilities. 
(See hearings, p. 265.) And Green testified that one of the things 
that disturbed the cooperatives greatly “was to change sales of our 
power from the Southwest Federal projects to sale of peaking power 
only.” (See hearings, p. 399.) 


Present Interior Department tactics have not changed 


The evidence before us suggests that the Interior Department is not 
being entirely aboveboard with Congress as to its present intentions. 
Thus, as noted above, Assistant Secretary Aandahl testified that they 
were considering a still further revision of rates which would raise 
the peaking power rate up to about 10 mills, while adjusting the 7.16 
. mill firm power rates of the 1954 proposal only slightly upward, 
to 7.5 mills. This committee believes that this represents a maneuver 
to meet the showing by rural electric cooperative witnesses, especially 
by Blalock, that the SPA deficit is due largely to underpricing peaking 

ower sold the companies. But further inquiry by the committee 
has developed the fact that this suggestion of a material increase in 
the king power rate is largely camouflage under cover of which 
the Somer a is still driving to achieve its primary purpose. 

Our inquiry reveals that, although the top peaking rate for 150 
kilowatt-hours a month service, now being considered, would be 
slightly over 10 mills, or close to indicated costs, the Department would 
permit discounts to customers taking this power at high voltage from 
the SPA 132,000-volt lines. These discounts would reduce the charge 
to such customers to a rate between 7.5 and 8 mills, or very little 
above the 7.5 mills resulting from the schedule filed with the Federal 
Power Commission. 

In the course of his testimony, Assistant Secretary Aandahl was 
also confronted with a statement which he had made on May 12, 1953, 
at a meeting on the Southwestern Power Administration area, to the 
effect that he did not want any of the Department’s agencies “in the 
field of buying steam power,” but wanted their responsibility re- 
stricted to the sale of hydroelectric power from multipurpose dams. 
He explained that the statement should be qualified by “recognition 
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of the purchase of some steam in some instances for firming.” He 
said the quoted statement “dealt with the broad proposition stbuving 
1295) for resale rather than strictly firming.” (See hearings, p. 
1395. 

Assistant Secretary Aandahl, however, went on to cite the Whitney 
contract and the alternate contracts which they are now working on as 
examples of what he favored. He said that in the Whitney contract, 
the Government is not involved in the purchase of any steam power. 
He continued : 


If a non-Federal entity has purchased Government hydro, 
then buys or exchanges steam, you have entirely different 
circumstances from Government getting into the power- 
marketing business for power that isn’t produced at Federal 
projects. (See hearings, p. 1397.) 


In terms of the Government’s financial interest, Aandahl testified 
that he didn’t think that firming the power would give any additional 
revenue to the Government— 


unless the Government goes so extensively into the purchase 
and sale of steam that it gets revenue as a broker. 


He added that— 


to buy just the amount of steam necessary to firm re 4 hydro, 
revenue should be substantially the same as if peaking ca- 
pacity issold. (See hearings, p. 1398.) 


We note, however, that testimony from Administrator Wright as to 
his earlier experience in taking over the marketing of Grand River 
Dam power in Oklahoma, supported by the testimony of Blalock, does 
not bear out Aandahl’s theory. Their testimony shows that in that 
instance Wright took over a project that was operating in the red, 
raised the rates for firm power seid the companies, firmed up the power 
by arranging for the exchange of 1 kilowatt-hour of hydro for 2 kilo- 
watt-hours of steam, and so put the entire operation in the black. 
Sharing the witness stand with Aandahl when the matter of firming 
up SPA power was under discussion, Wright testified that he would 
get more revenue if he did it the Grand River Dam way. (See 
hearings, p. 1398.) 


Present administration of Interior would undermine Congressional 
antimonopoly policy in the Southwest 


The weight of the evidence analyzed above makes it perfectly clear 
that, in spite of the recent directive from Congress that the Federal-G. 
and T. cooperative contracts be reactivated so as to restore a strong 
antimonopoly influence in the southwest, the Interior Department is 
determined, directly or indirectly, to turn power supply responsibility 
over to the private power company consortium which has fought Fed- 
eral power policy since its inception. As brought out in our record, 
these same companies did their best to block the contruction of the 
multiple-purpose Federal river-basin projects which provide the power 
they will monopolize if the present Interior Department strategy 
should prevail. 

That strategy, as already shown, consists of holding out the commit- 
ment of 130,000 kilowatts until the revised basic contracts are fully 
negotiated ; introducing complications not specified by Congress which 
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appear to threaten increased cost of Government power; proposin 
new rate schedules which, while raising by at least 2 mills the cost o 
firm Government power; offering an artificially low peaking rate to 
induce G. and T. cooperatives to buy Government power as peak 
power on behalf of companies which in turn will offer firm power at 
rates which undersell the Government; and then just holding out until 
the cooperatives, one by one, give up their independent status by turn- 
ing their power and their operations over to the power companies. 
By this process the private companies, with the help of the Govern- 
ment, would gain complete control of cooperative and municipal 
customers. 

A representative of the G. and T cooperatives has testified that, dur- 
ing the 2-year negotiations prior to congressional reactivation of the 
integration contracts, private companies were offering the coopera- 
tives rates no higher than the Department’s new firm power rate pro- 
posals. But this committee must take cognizance of the other testi- 
mony in the record to the effect that private rates to preferred cus- 
tomers go down when public competition threatens nd up when the 
threat is removed. The conclusion is inescapable that Congress must 
take steps to —_ its antimonopoly power policy in the southwest 
or be responsible for a situation in which wholesale power supply costs 
to public and cooperative systems will return to levels as much as 
double those prevailing today. 


1For a vivid example of the qpereties of this rule, see section 9 where the experience 
of the California customers of the Pacific Gas and Electric Co. is described. 
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SECTION VIII 


ADMINISTRATION COMPELS COOPERATIVES INTO PART- 
NERSHIP WITH PRIVATE UTILITY (COLORADO) 


The effort of the administration to foster private monopoly in the 
power supply field took a different form in western Colorado. There 
the Rural Electrification Administrator by subtle pressures, is re- 
quiring the Colorado-Ute Electric Association to contract with the 
Western Colorado Power Corp. for the operation of its proposed 
37,950-kilowatt steam station as the price for securing an REA loan. 
As a result of this arrangement the power company will remain the 
sole source of power supply in the area. Furthermore, the chief eco- 
nomic advantages of the partnership arrangement will flow to the 
company rather than to the member cooperatives of Colorado-Ute. 

In very brief, our record shows that Colorado-Ute, the generation 
and transmission cooperative, will borrow the money for the steam 
station and pay the fixed charges on the debt, and that it will borrow 
the money for and pay the fixed charges on the high voltage transmis- 
sion facilities required to strengthen the dependability of the coopera- 
tives’ system by providing for the first time a complete transmission 
loop for the area. In addition, it will pay the company all the operat- 
ing expenses of the plant, including the fuel cost of all the energy 
required by the cooperatives, and then will present the company with 
up to 50 million kilowatt-hours annually (representing a very large 
increment in the company’s power supply), for no more than the fuel 
cost of this energy. 

The net result of this one-sided “partnership” would be that the 
distribution cooperatives would get their power supply at no material 
saving over the rates they are now paying the company for purchased 
power. On the other hand, the company would gain an immediate 
saving of nearly 2 mills per kilowatt-hour on about one-third of its 
present power requirements or, in the alternative, would be able to 
expand its sales by one-third with the additional energy costing them 
only 2 mills per kilowatt-hour. This would save the company about 
$400,000 annually on its expanded business over what the same supply 
would otherwise have cost. 

In view of the fact that Western Colorado is a wholly owned sub- 
sidiary of Utah Power & Light Co., itself a former Electric Bond & 
Share subsidiary, it is not surprising that the proposed contract has a 
“Dixon-Yates” ‘flavor which reflects Ebasco influence. It will be 
recalled that the so-called Dixon-Yates contract entitled the Middle 
South system to all the output of the proposed West Memphis steam 
station, over and above the TVA requirements, at incremental cost. 
The Colorado “partnership” arrangement, however, is one degree 
less favorable to the cooperatives than the Dixon- Yates contract was to 
the Government, in that the Colorado plan requires the cooperatives, 
in addition, to pay the company $18.50 per kilowatt, multiplied by the 
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difference between one-half of the combined reserve and the reserve 
capacity which they contribute. In the case of the Dixon- Yates con- 
tract the company use of the excess capacity of the plant was reckoned 
as adequate compensation for the backup reserves provided. 

The record shows that the board of directors of the Colorado-Ute 
Electric Association has consistently favored operating their gen- 
eration-transmission system independently but interconnected with 
the company for mutual advantage. It shows, moreover, that a real 
power shortage threatens in the area, with the company notifying the 
cooperative that the company will not have enough capacity to carry 
this winter’s peak loads. Faced with this situation and under their 
impression that the REA would approve only a “partnership” loan, 
the directors of Colorado-Ute felt compelled to work out such an 
arrangement with the company. 

Colorado-Ute attempts to securean REA loan 

The record of the Colorado-Ute Electric Association’s attempt to 
obtain an REA loan for its generation and transmission operations 
unfolded from the testimony of witnesses heard in Denver on Sep- 
tember 7, 1955, as follows: 

George Dobbs, manager of the San Miguel Power Association, 1 
of the 4 distribution cooperatives constituting Colorado-Ute, accom- 
panied by Attorney Ray Moses, of Colorado-Ute, testified that the 
association was first established in 1940 by 7 REA associations for 
the sole purpose of supplying cheap power to its members. (See 
hearings, p. 642.) He said that Bureau of Reclamation power became 
available to some of these groups during the 1940’s, while the war 
held up further activity of Colorado-Ute, and only the present four 
co-ops remained to reorganize a G. and T. cooperative in 1952. (See 
hearings, p. 642 et seq.) 

Two things happened to quicken their interest in building their 
own plant, according to Dobbs. In 1951, he said, the power com- 
pany raised its rate and at about the same time a uranium boom 
started in the area served by the San Miguel Power Association. (See 
hearings, p. 673.) 

Dobbs testified that the Western Colorado Power Co., the only 
supplier within hundreds of miles to the west, from which the Colo- 
rado-Ute members purchased all their power, offered to expand. (See 
hearings, p. 673.) He said, however, that the co-ops were “wary of 
long transmission lines,” “poor service,” and higher rates because 
of doubled investment and in 1952 started to confer with the Rural 
Electrification Administration. (See hearings, p. 673.) He ex- 
plained that they prepared the necessary studies as to load, feasibility, 
and other factors, and formally filed the loan application on Novem- 
ber 23, 1953. (See hearings, p. 650.) The proposed construction 
program included a 3-unit steam plant with 33,000 kilowatts installed 
capacity and a transmission line to bring the power to the load centers 
of the member cooperatives. 

Frank Meaker, president of Colorado-Ute, had testified earlier 
that Western Colorado Power Co., at one time, opposed the loan. 


1In the contract the $18.50 per kilowatt is to be paid by either the cooperative or the 
company, depending on which contributes less than half the reserves. But all cost studies 
show it charged to the cooperative, and the REA by limiting funds for more than two 
units in the plant can keep the reserve factor always in the company’s old plants. 
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“They told us we were wasting our time going to Washington [for 
the loan], that they would fight us all the way down the line,” he 
said. (See hearings, p. 617.) This was borne out by a letter, dated 
May 8, 1953, which Western Colorado sent to the Rural Electrification 
Administration long before the formal application had been filed. 
In this letter, which the committee obtained from the REA files, the 
company told REA that it would take care of any requirements the 
cooperatives might have, just as it always had, and that there was 
no need for a loan to permit the co-op to build its own steam plant. 
The REA replied that Western Colorado would be given an oppor- 
tunity to demonstrate whether it could and would meet the Joad 
requirements of the co-ops. (Letters in committee files. ) 


Rural Electrification Administration suggests “partnership” arrange- 
ment with Western Coloratlo 

The record before this committee is full of evidence that the Rural 
Electrification Administration consistently pressed the Colorado-Ute 
power supply cooperative to tie its program with Western Colorado 
Power Co. in such a way as to lose the advantages of controlling an 
independent source of power suply. 

President Meaker testified that the first intimation that REA wanted 
a “partnership” arrangement came on September 18, 1953, when the 
Colorado-Ute board held its first meeting since the arrival of the new 
administration. He stated that Chris Schultz, REA area director, 
was present— 


and to the surprise of the board * * * immediately informed 
us that it would be necessary to explore all possibilities of 
ee x with Western Colorado Power Co. at that time. (See 
1earings, p. 1500.) 


The record contains a letter dated December 26, 1953, addressed to 
REA Administrator Ancher Nelsen by the Western Colorado Power 
Co. stating that— 


our purpose in writing you is to assert our willingness under 
reasonable conditions, to build plant as needed fully to pro- 
vide for the REA cooperative service (committee files). 


This letter called attention to a meeting with the cooperatives on 
August 17, at which— 


it was understood that further information would be sup- 
plied the company upon completion of field surveys by rep- 
resentatives of the REA Washington organization, and REA 
plans as to their own systems for supplying service in the 
future to their customers. 


It enclosed a lengthy letter dated November 24 from the G. and T. 
cooperative and the company’s reply, and estimated that at today’s 
prices “an expenditure of from $10 million to $12 million will be 
required over the 10-year period.” The company stated : 


Inasmuch as the major part of this expenditure will be to 
supply the additional service required by the cooperatives, 
the necessary financing on the part of our company can be 
accomplished only if there be assurance of the continuance of 


purchase of electric service from our lines (committee 
es). 
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The letter stated that— 


a costs of rendering service do not warrant hope for a 
owering of rates, which for the 4 REA’s was 1.08 cents per 
kilowatt-hour for the year 1953 to date. 


President Meaker, of Colorado-Ute, and Manager Dobbs, of San 
Miguel distribution cooperative, both testified to their recollection 
that, after the annual banquet of the Colorado State Association of 
REA Cooperatives, REA Administrator Nelsen informed them that 
they would have “to go along with the private utilities if we got this 
loan.” (See hearings, pp. 627, 644.) Dobbs stated : 


At the meeting of the Colorado State Association of REA 
Cooperatives we had an audience with Mr. Nelsen after the 
banquet in the evening. We showed him our need for addi- 
tional power, and at that time he informed us that he was 
not interested in building any powerplants for any group 
unless they could tie in either a partnership arrangement or 
interchange of power, or some other method, with the private 
utility serving the area, and that means the utility * * * 
serving the distribution cooperatives. (See hearings, p. 644.) 


Dobbs quoted Nelsen as reasoning that a number of generation and 
transmission cooperatives had unfavorable power costs, making self- 
generation unprofitable. But, Dobbs added, he didn’t believe Nelsen 
took into consideration the fact that many of these G. and T.’s had to 
generate, frequently with expensive diesel equipment. (See hear- 
ings, p. 644.) 

Later in his testimony before the committee, Nelsen supported his 
preference for G and T.-company integration, citing cost figures which 
allegedly favored such integrated operations. Nelsen’s position in 
this matter is discussed in some detail below. 

On June 2, 1954, Meaker testified, the Colorado-Ute board resolved 
in favor of independent operation, lest each member co-op remain in 
its “present unsatisfactory status,” of dependence on Western Colorado 
Power Co. (See hearings, p. 1501.) The board also favored the 
negotiation, after approval of the REA loan, of a contract with West- 
ern Colorado Power Co. for the interchange of power if it provided 
protection for Colorado-Ute as to service. (See hearings, p. 1501.) 

On June 3 Schultz of the Rural Electrification Administration 
wrote a letter to Colorado-Ute in which he expressed doubt as to the 
feasibility of independent plant construction. F.M. Peterson of the 
Colorado-Ute steering committee read this letter into the record at 
hearings in Washington in October. Schultz gave four reasons for 
doubting feasibility of the co-op’s proposal: (1) Uncertainty of in- 
dustrial (uranium mining and milling) loans; (2) small advantage in 
power cost over power-company rates; (3) water supply; and (4) 
coal supply and cost. Peterson testified that the letter in which 
Schultz threw cold water and doubt on the cooperative’s proposal was 
written before the Rural Electrification Administration engineers 
had even investigated the matter. (See hearings, p. 1501.) Schultz’ 
suggested alternatives included the following: (1) An interchange 
agreement with the power company; (2) co-op construction of a 
transmission system but purchasing power from the company as 
before; (3) Colorado-Ute financing of a unit or units in the power 
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ore ne plant and entering an operating agreement with the com- 


pany; ) — of a new power contract by each system for 
delivery by t 


cluded: 


We recommend that you give serious consideration to the 
facts brought out in this letter. It is our belief that more 
economical operation can be attained through integration of 
power facilities rather than through the operation of inde- 
pendent systems. * * * (See hearings, p. 1504.) 


Peterson commented that each of these alternatives suggests nego- 
tiations with the company from which Colorado-Ute members wished 
to gain independence and that in (3) above an operating agreement 
is already proposed. (See hearings, p. 1504.) 

Correspondence obtained by the committee from the REA files 
indicates that on June 12 Western Colorado Power Co. met with 
Administrator Nelson at his invitation and that he suggested the 
company “in approaching a solution,” consider partnership participa- 
tion in the generation a transmission facilities which would provide 
present and future service to the Colorado-Ute. The Black Hills- 
Rushmore contract? was cited as an illustration of one method of 
approach. (Letter of July 30, 1954, from Western Colorado Power 
Co. to Ancher Nelsen, REA Administrator. Letter in committee 
files.) Pursuant to that meeting, on June 18, Schultz of REA sent a 
copy of the Black Hills-Rushmore contract to the company. A nota- 
tion on the covering letter indicates that a copy was also sent to Colo- 
rado-Ute. (Letter in committee files. ) 


Past experience makes cooperatives hesitate about partnership 


Meaker and other witnesses testified that relations with the West- 
ern Colorado Co. had been far from satisfactory in the past. Thus, 
Meaker testified that, when Colorado-Ute emits first begged for 
service in the 1930’s the company refused. (See hearings, p. 612 
et seq.) Peterson, as superintendent of Delta-Montrose rural power 
lines, testified that his experiences with the company included bad 
service, long outages, weak voltage, and high rates. (See hearings, 
p. 682.) In addition, ever since the conception of Delta-Montrose, he 
said, the company harrassed this co-op by the construction of spite 
lines, “Spite lines,’ Peterson explained, are hurriedly strung, poorly 
built lines designed to reach customers before the cooperatives can 
get to them with their lines. (See hearings, p. 686.) 

Peterson, an engineer, cited as another reason why Colorado-Ute 

oreferred to build its own system the generally poor condition of 
Vestern Colorado’s electric plant and Facilities He testified that 
Western Colorado is made up of individual plants in small towns, 
tied together 30 years ago with a very lightly constructed transmission 
line, all of which he called “junk.” (See hearings, p. 687.) 

Two witnesses from the Empire Electric Association complained 
chiefly of company raiding of their territory carried on with the help 
of the Federal Government during the very period of the negotiations. 
Manager Ivan Patterson complained that Assistant Secretary of the 


e€ power company to its substation. The letter con- 





1 Rushmore G. and T. Electric Power Cooperative of South Dakota has an arrangement 


with the Black Hills Power & Light Co. under which the company lease-operates the 
cooperative generating stations and supplies its power. 
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Interior Aandahl had supported the request for accelerated tax amor- 
tization of the Utah Power & Light Co., parent of Western Colorado, 
to build a transmission line to Atomic Energy Commission loads 
served by Empire Electric Association. (See hearings, p. 711 et _ 
He pointed out that Empire was under obligation to serve this thin 
populated area but that Utah Power & Light “with the help of the 
Office of Defense Mobilization” has made it “practically impossible for 
us to do that, because some of this choice load has been taken out of our 
service area by the company.” (See hearings, p. 714 et seq.) Thus, 
while the parent company raided the cooperative territory with the 
help of one branch of the Government, another branch of the Gov- 
ernment tried to force these same cooperatives into the monopolistic 
embrace of the subsidiary company. 

Dan B. Hunter, director of Empire Electric, characterized Utah 
Power & Light’s action as “a piracy far greater than that which Jean 
LaFitte ever dreamed of.” He said Empire Electric and San Miguel 
distribution cooperative had spent more than half a million dollars 
to extend lines into that uranium area, as the result of the encourage- 
ment 8 months earlier by Western Colorado Power Co. (See hearings, 
p. 722.) Western Colorado had promised the co-ops all necessary 
een to meet the requirements of that San Juan County area in Utah, 
ne testified. (See hearings, p. 722.) 

Administrator Nelsen indicated he was not unaware of these past 
strained relations, for he testified that members of Colorado-Ute “ap- 
parently had had some unsatisfactory experiences with the power 
company,” but he “did not feel this should preclude an attempt to 
work out a businesslike arrangement.” (See hearings, p. 1449.) It 
should be noted here that at their June 2, 1954, meeting the Colorado- 
Ute board had resolved in favor of independent operation, combined 
with a contract with the company for interchange of power, which 
would appear to be a sufficiently “businesslike arrangement.” 


Cooperative negotiates partnership with company 


The committee has in its files the transcript of a 2-day meeting (July 
27-28, 1954) between the Western Colorado Power Co. and Colorado- 
Ute Cooperative to explore the type of integration to be arranged. 
This transcript reveals that during the sessions power company offi- 
cials referred a number of times to REA Administrator Nelsen as the 
instigator of “some sort of partnership.” (See hearings, p. 1492; 
transcript of meeting in committee’s files.) Coupled with this re- 
peated statement, they proposed to the Colorado-Ute a 35-year lease- 
operating agreement which the co-op all but rejected. Members of 
Colorado. Ute, on the other hand, suggested to the company that they 
consider an interchange of power and standby agreement. Officials 
of the company, the transcript indicates, while doubting the attrac- 
tiveness of the proposal, said tity would think it over. 

By letter dated July 30, 1954, Western Colorado reported to Admin- 
istrator Nelsen on the meeting. Colorado-Ute also reported to REA 
in a letter dated August 25,1954. The co-op reiterated that it definitely 
did not want a “partnership” eee with the power company but 
wanted to investigate going it alone— 


-) 
y 


inasmuch as the original proposal and our application to 
REA was based on a self-contained generating and transmis- 
sion plant. 
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The letter further stated that recent negotiations for “partnership” 
operation with Western Colorado Power Co. were only carried out on 
recomemndation of the REA Administrator. The co-op added that 
it would be willing to agree to an HEA. of power as second choice 
but, after the long years of experience with the power company— 


we would all feel more secure if our plant was entirely inde- 


pendent from the power company plant. (See hearings, 
p- 1504.) 


Colorado-Ute, according to Peterson’s testimony, had asked mem- 
bers of the Colorado congressional delegation to “nudge” REA into 
speedy approval of the loan application. As a result, on September 
2, 1954, Ee ntor Edwin Johnson of Colorado wired Colorado-Ute as 
follows: 


Nelsen agrees that powerplant must be built in western 
Colorado and operated by REA or Western Power. How- 
ever, he is not satisfied with Larramore Douglas report (the 
co-op’s engineers) and wants to give the matter further 
consideration. He asks that Frank Meaker go to Iowa, 
observe an operation between private power and REA. * * * 
Nelsen fears we may wind up with weak REA and weak 
Western Power. (See hearings, p. 1505.) 


Administrator Nelsen contended later: “We merely recommended 
caution, but did not tell them ‘this you must do.’” He recommended 
that they look at the Iowa integrated operation. (See hearings, 
p. 1468.) 

Nelsen said he had heard that after the visit to Iowa the Colorado- 
Ute member— 


made a very favorable report to the board of directors and 
the board decided to follow that pattern of integration, and 
proceeded to work on that basis with their engineer and the 
powercompany. (See hearings, p. 1449.) 


Nelsen said that details of the operating agreement were worked 
out at a meeting of the co-op and the power company in Washington 
in October 1954. Nelsen said he was not present but that REA law- 
yers and engineers attended the meeting in a technical capacity at 
the request of Colorado-Ute. According to Nelsen, REA made no 
recommendation as to the acceptance of the proposal; it was the co- 
operatives’ responsibility. (See hearings, p. 1449.) 

The committee notes with some concern this evasion of responsibil- 
ity in view of the accountability of the REA Administrator for loans 
to the cooperatives. It gives us even greater concern that the Admin- 
istrator, after this committee had heard testimony to the effect that 
the deal was unduly favorable to the company, testified that he him- 
self did not think that the cooperatives had done so well. Ashe put it: 


At the end of 5 years rgd (Colorado-Ute) can cancel, re- 
negotiate; we didn’t want the co-op to tie itself up on a 35- 
year basis, because very frankly we thought they could have 
made a better deal. “We are sure the a a will financiall 


stand on its feet; don’t need to worry. [Emphasis added. 
(See hearings, p. 1469.) 





J 
J 
5 
5 
z 
. 
e 
: 
2 
5 








104 PUBLIC POWER PREFERENCE CUSTOMERS 





The committee feels this is indicative of the calculated disregard 
by this administration of the whole intent of Federal policy as estab- 
lished by Congress and especially of the Rural Electrification Act. 
In his own words Administrator Nelsen admits that, with REA law- 
yers and engineers participating in a technical capacity at the request 
of Colorado-Ute, the cooperative was allowed to get into an unsatis- 
factory deal, with the REA responsibility apparently limited to the 
private business test : “Will it financially sinha on its feet ?” 

Just before this, Nelsen had told this committee: “We came up 
here with the strongest plan; the co-ops have agreed to go ahead on 
it.” (See hearings, p. 1469.) Furthermore, Nelsen disregards the 
fact that the very reason Colorado-Ute could not make a better deal 
was because of the company’s knowledge that the REA Adminis- 
trator (Nelsen) was insisting on a “partnership” arrangement, and 
that this tended to leave the company free to impose its own terms. 

On December 21, 1954, the two parties wired Nelsen announcing 
they had reached final agreement on a contract. (Copy of telegram 
in committee files.) And, according to Administrator Nelsen’s testi- 
mony, after completion of the negotiations, the operating agreement 
with the power company was adopted by the Colorado-Ute ard by 
a 6 to 1 vote, and the loan application revised accordingly. Nelsen 
testified that the loan was formally made on May 25, 1955, in the 
amount of $10,155,000 to cover a 37,950-kilowatt, 3-unit steam plant, 
164 miles of 115-kilovolt transmission lines, substations, and miscel- 
laneous associated facilities. (See hearings, p. 1452.) On the same 
day, Nelsen said, he received a wire from George Wilson, secretary 
of the Colorado-Ute board, expressing the “deepest gratitude” of the 
board. (See hearings, p. 1453.) 

It is clear from the testimony of a number of participants in the 
conferences, which led up to the partnership contract, that the REA 
insisted on integration and that the company would consider no form 
of working relationship except lease operation by the company of the 
cooperative generating station. And it is equally clear that REA 
Administrator Nelsen and his spokesmen exerted steady pressure in 
the direction of the lease-operation arrangement and that the company 
knew that REA was behind its uncompromising position. 

One of the most reprehensible features of the whole transaction is 
the fact that the Rural Electrification Administration’s own power 
cost studies showed that it would be cheaper by 0.15 mills per kilowatt- 
hour for the cooperative to operate the plant independently at least 
for the first 8 years and that “any increase in load growth over the 
estimates would favor the independent operating plan.” The re- 
sponsible REA officials did not pass this information on to the co- 
operative. Instead, they pressured and pemer the cooperative 
into turning its new powerplant over to the private company. (See 
hearings, p. 1479.) 

The committee believes that Administrator Nelsen’s pressures and 
activities in this matter were, to say the least, not consistent with the 
spirit and purpose of the rural-electrification laws. They were, how- 
ever, consistent with the clear purpose of the present administration 
to impose a complete private power monopoly on the Nation and to 
administratively nullify the existing Federal power laws and destroy 
their pu and objectives. There exists an obvious intent on the 
part of the top officials to twist the laws so as to take their benefits 
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away from the rural cooperatives and the public agencies and to hand 
them over to the private power monopolies. 


The approved loan recommendation supplies background information 


The approved loan recommendation for Colorado-Ute provides 
$6,813,250 for a 3-unit steam station of 37,950 kilowatts capacity; 
$3,069,350 for 164 miles of 115,000-volt transmission lines with neces- 
sary substation capacity and other facilities, and $272,400 for general 
plant, warehouses, and so forth, for a total of $10,155,000. The recom- 
mendation calls for construction of an initial plant of two units. 
There will also be loans to the member distribution cooperatives for 
lower voltage connecting transmission lines. It will be noted that 
the amount closely approximates the company’s early estimate for 
its own 10-year expansion program. 

The loan recommendation cited the company’s net assured capacity 
of 28,210 kilowatts against demands of 28,200 kilowatts in 1954 and 


39,600 kilowatts in 1957, including the loads of Colorado-Ute. It 
said : 


In view of the above estimated requirements it may be 
necessary that the power company ration power until a new 
generating plant becomes available. 


It quotes the following excerpt from REA’s power cost study: 


The Western Colorado Power Co. informed the cooperative 
during negotiations that it would not make available from 
facilities financed by the company the entire requirements 
of the members but would supply only a portion of the 
requirements. 


The operating agreement between Colorado-Ute and Western Colo- 
rado Power is incorporated as part of the approved loan recommenda- 
tion. The recommendation describes some of the important terms of 
the agreement as follows: 


The generating plant will be operated and maintained by 
the power rg This will include all operating labor 
and supervision, fuel, operating supplies and equipment. 
* * * The power company has the right to use all surplus 
capacity after requirements of the cooperative have been met. 
However, the power company shall pay the cooperative for 
all electric energy it uses in excess of 50 million kilowatt- 
hours in any year at a rate to be agreed upon at a later 
am * ** 

The cooperative will pay the power company at the rate of 
3.63 mills per scheint st during the first 5 years succeed- 
ing the date of connection, and thereafter at the rate of 3.93 
mills per kilowatt-hour for the first 100 million kilowatt- 
hours delivered during the calendar year and for all excess 
delivered during the calendar year at 2.25 mills per kilowatt- 
hours:*:* 9 en the third unit is installed the cooperative 
will pay 3.85 mills per kilowatt-hour for the first 125 million 
kilowatt-hours and 2.25 mills per kilowatt-hour for all addi- 
tional energy delivered per each calendar year. 

78534—56——8 
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The contract calls upon the cooperative to provide the “operating 
capital” to the extent of $75,000 for coal and replacement parts, to be 
increased to $112,500 when the third unit is installed. In addition, 
the cooperative pays all fixed charges, including depreciation, and all 
taxes on the generating plant, as well as all sales and excise taxes 
levied on electric power and energy delivered to the cooperative. The 
contract also provides for maintenance of reserve capacity equal to 
the largest single generating unit of the ype ited or the company. 
Either the cooperative or the company, whichever contributes less 
than one-half the combined reserve capacity, must pay to the other 
$18.50 per kilowatt for the difference between the payer's contribution 
to the reserves and one-half the combined reserve. The contract is 
cancelable by either party on 2 years notice after the plant has been 
in operation for 5 years. 


Administrator Nelsen rationalizes his position in favor of cooperative- 
company integration 

REA Administrator Nelsen met the testimony that the Colorado- 
Ute Electric Association was effectively pressured into an integration 
contract, not only with denials but also with carefully prepared expla- 
nations of why he had done it. Nelsen testified that, when he became 
Administrator, a large amount of G. and T. construction was under- 
way and that loans were predicated on interconnections and various 
degrees of integration. He said that he was particularly impressed 
with results in central Iowa and western North and South Dakota. 
He noted that in Iowa a G. and T. borrowed REA money to construct 
a generating plant and transmission lines to be operated by the power 
company as part of its total system and was able to sell power at an 
attractive rate to the cooperative. He added that this co-op was sup- 
plying power at one of the lowest rates in Iowa. (See hearings, 
p. 1445.) 

Nelsen also referred to Dakota’s electric cooperative arrangement 
where, he said— 


REA loan funds were used to build badly needed generation 
and transmission facilities, leased to Mondakota Utilities Co., 
which, in turn, was tied into the Bureau of Reclamation at 
Fort Peck and had agreed to wheel Bureau of Reclamation 
power to cooperative customers of the Government. 


We note, however, that the low Bureau of Reclamation rate, available 
to distribution cooperatives as a result of this essentially wheeling 
arrangement, means that the Dakota arrangement is not in any sense 
comparable with the Colorado-Ute contract with the Western Colo- 
rado Power Co. 

The committee has also looked into the Iowa situation, where the 
rates charged distribution cooperatives in 1954 averaged 9.6 mills per 
kilowatt-hour. We find that there the rural electric cooperatives first 
requested the REA to lend funds directly to the Iowa Electric Light 
& Power Co. to enable it to install additional capacity to meet. their 
growing needs. It was only when it developed that, under its bond 
indenture, the company could not borrow the full value of the installa- 
tion that the loan to the G. and T. cooperative for installation in the 
company’s plant was adopted as the nearest substitute. The terms of 
the arrangement also contrast sharply with the Colorado contract. 
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Thus, the central Iowa contract provides that (1) service to the cooper- 
ative is to be at cost without any profit to the company ; (2) the cooper- 
ative is entitled to receive 22,000 kilowatts of capacity for every 20,000 
kilowatts it installs; and (3) where the cooperative does not use its 
full capacity so that capacity is available to the company, the compan 
must repay that capacity to the cooperative after the cooperative’s 
load exceeds its own capacity. 


Western Colorado gets the profits from the “partnership” 

Dobbs of Colorado-Ute pointed out many of the benefits that the 
Western Colorado Power Co. would derive from the cooperative- 
company contract. In general, he said, the company will displace 
power from its own high-cost units with the excess output from the 
co-op plant, using the co-op line free of charge. That will give the 
company much lower cost power than it gets from its present genera- 
tion. (See hearings, p. 651.) 

Dobbs testified that the anticipated revenue to the Western Colo- 
rado Power Co. from the operation would be $90,000 a year before 
taxes. (See hearings, p. 656.) 

When questioned about the estimated benefits to the power com- 
pany Administrator Nelsen said it was impossible to estimate exactly 
and that he did not know whether the $90,000 estimate given by 
Dobbs would be a reasonable figure. (See hearings, p. 1488.) 

During testimony by Schultz, although with little help from him, 
calculations were made indicating that the 50 million kilowatt-hours 
a year which the company may generate free of charge in the co-op 
plant, might be worth $400,000 a year to them; or $500,000 worth of 
power obtained for a fuel cost of $100,000. 

An analysis of the annual statistics of Western Colorado Power 
Co. for 1953, published by the Federal Power Commission, reveals 
that the operating expenses of the company’s steam generation aver- 
aged 5.6 mills per kilowatt-hour of the 90 million produced. The fuel 
and supplies cost alone averaged 3.9 mills. This means that the mere 
displacement of 50 million kilowatt-hours of high-cost energy by 
energy produced at a bare fuel cost of 2 mills from the new coopera- 
tive station could mean annual gains for the company ranging from 
$85,000 up, depending on whether it closed down certain small 
inefficient plants altogether. 

The Federal Power Commission statistics also show that, with 1214 
-percent fixed charges on the net investment in generating stations 
added to its production expenses, Western Colorado’s 128 million 
kilowatt-hours of combined hydro and steam generation cost an aver- 
age of 10.5 mills per kilowatt-hour produced. The cost of its fuel 
os output, including fixed charges, also approximates this average. 

he “partnership” contract wr the way for the company to gener- 
ate an additional 50 million kilowatt-hours for expanded sales at a 
saving of about 8.5 mills per kilowatt-hour, compared with the exist- 
ing figure, or of more than $400,000 as compared with its present 
costs. Meanwhile, the cooperative alone will be responsible for the 
full fixed charges on both the new steam plant and the fuel inventory, 
as well as on the new transmission facilities, and must pay 3.23 mills 
per kilowatt-hour to the company for operating the plant. This “free 
ride” for the company at the cooperative’s expense will thus place 
the cooperative in a very disadvantageous competitive position as 
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compared with the company, whether in supplying uranium and other 
industrial loads or meeting the requirements of rural electric co- 
operatives. 

This committee has already noted that the intent of congressional 
power marketing policy includes the encouragement of public compe- 
tition as a check on private power monopoly. In the case of Colorado, 
the present Rural Electrification Administration has, by administra- 
tive pressure amounting to connivance with the power company suc- 
ceeded in reversing that policy completely. 


Rural Electrification Administration and the loop hoax 


Administrator Nelsen, in his testimony, said that the most impor- 
tant advantage of the integration was the increased reliability of 
service that would result from the interconnection of the two systems. 
He described the operation with the aid of an elaborate overlay map 
with the transmission loop superimposed. (See hearings, p. 1449 et 
seq.) He stated that if a break occurs anywhere along the co-op lines, 
power could be fed the other way around the loop. As a result, he 
said, there is very little chance that an outage would last any serious 
length of time. He said that this type of loop is always important to 
utilities, and that continuous service is significant to farmers. (See 
hearings, p. 1452.) 

When Nelsen was asked about the benefits that might accrue to 
the cooperative from the lease-operating arrangement that could not 
have been obtained if they had operated their own plant and then 
contracted with Western Colorado Power Co. for an intertie, he 
evaded the question by saying that they were talking about “two 
different systems.” The pant th loop system, he stressed, has much 
more assurance of continuity of service and much more flexibility in 
the event loads should happen to grow faster or slower than antici- 
pated. (See hearings, p. 1474.) 

Area Director Schultz added that if an outage or line break occurred 
at any point beyond the generating plant on the co-op lines, there 
wie be no way to get power to the other end of the system. The 
interconnection with the power company makes it possible, he said, to 
feed in two directions. (See hearings, p. 1474.) When asked about 
the condition of the company’s line, Schultz said he had seen some pic- 
tures and had some “word descriptions” of it, but a description of its 
condition would have to be “based on its actual operations” rather 
than its appearance. Its voltage is 44,000 as compared with 115,000 
volts for the co-op system. When asked whether or not the company’s 
line was loaded to capacity he said: “It is serving the present capac- 
ity,” and when the question was repeated he said he could not answer it 
“definitely,” but admitted he did know that it was “pretty much a line 
that has approached its capacity.” (See hearings, p. 1475.) He did 
not know hon long it had been there but admitted it was “not a recent 
line.” Since he had not seen it he did not know whether it goes over 
high ground or low but added he had been told “it goes over pretty 
rocky country in some parts.” To the question whether it would be 
difficult to service the line in case of an outage, Schultz parried: “In 
some places it goes along the roads. (See hearings, p. 1475.) 

Schultz was unwilling to concede that the proposed Colorado-Ute 
line would traverse more level country and reach a lower altitude, 
saying that in one place it would go up to 9,000 feet, and that he could 








PUBLIC POWER PREFERENCE CUSTOMERS 109 


not “say too much for the levelness of that country either.” He added 
that the co-op line would be away from roads, so it would almost take 
an access road to get to some parts of it. (See hearings, p. 1475.) 
Nelsen volunteered that he did not “know anything about the com- 
pany’s line.” “It may be old,” he said, “but I have every reason to 
believe that any utility company is going to keep on rebuilding its 
lines in keeping with need.” (See hearings, p. 1476.) 

When Peterson returned to testify after Nelsen and Schultz were 
through, he too was asked about the company’s line. He said that the 
company’s 44,000-volt line is what “they refer to as the burro trail 
line,” that it ae through what is considered the “Switzerland of 
America,” including two passes over 11,000 feet; that it “goes up 
canyons where a goat can’t hardly walk.” He said the line had been in 
operation for over 30 years. Nearly every pole in the system on this 
line has been stubbed, because the pole has rotted off at the bottom, he 
testified. Peterson continued : 


I had the maintenance men * * * for this section of the 
line tell me it is not unusual for them in the wintertime when 
they have the snowslides come down and knock out their 
poles, they can’t go to the ground because it is 20 foot below 
the top of the snow, so they set the poles in the snow hoping 
they can get back in the spring to set them in the ground be- 
fore aa has melted before they fall over. (See hearings, 
p. 1512. 


Peterson also testified that Don Terry, the engineer for Western 
Colorado told him that the line— 


cannot carry any more power over the system as it is loaded 
to the fullest capacity at the present time (ibid.). 


Then Peterson concluded: 


I do not see how it can work in as a loop circuit, how it can 
be to any advantage to the Colorado-Ute to have this as a loop 
circuit, because the line is not capable of carrying the existing 
load, much less the future load. * * * If you had a break on 
our line here, you would still be out of power because this 
(company) line could not carry the service. (See hearings, p. 

2. 


All the advantage of this integration, Peterson testified, would bene- 
fit only the Western Colorado Power Co. (ibid.). He added: 


Here is a chance for them (the company) to get a 115-kilo- 
volt line, a new modern plant to take the place of the junk 
they have now in operation. 


Administrator Nelsen, as noted above, had cited this interconnection 
as so important a benefit to Colorado-Ute that, compared to an inde- 
pendent operation by the co-op, he thought the arrangement showed 
“substantial advantages in favor of the integration.” (See hearings, 
p. 1449 et seq.) . 

The record shows that, while none of the advantages, claimed to 
accrue to the Colorado-Ute enforced “partnership,” has been sustained 
as “substantial,” the advantages to the power company are clearly 
apparent. It shows that the cost of power to the four-member distri- 
bution cooperatives would be higher than necessary because they would 
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be required to carry all the fixed charges on the capacity used by the 
company. As we have already noted, on the basis of nothing more than 
replacement of high-cost fuel generation, the company could afford 
to pay at least $90,000 of these charges; while, on the basis of providing 
for new service it could afford to pay at least the fixed charge com- 
ponent of the energy taken which, on the basis of 50 million kilowatt- 
hours, would amount to about $250,000. Assuming the 50 million 
kilowatts to be used half for replacement and half for new load, the 
company share of fixed charges would be $170,000 a year. If, instead 
of getting a free ride for this amount, the Company bore a fair share 
of the fixed charges. The cost of power to the cooperatives would be 
reduced by over 2 mills per kwh. This saving could be passed on 
to the rural consumers. 


Rural Electrification Administration Administrator threatens retalia- 
tion for cooperative testimony at Denver hearings 

This committee notes with concern evidence that the REA Admin- 
istrator is using the testimony of the Colorado-Ute witnesses at its 
Denver hearing as a basis for unnecessary delays in releasing the loan 
for the urgently needed cooperative steam generating station. This is 
being done on the plea that, the Administrator has learned for the 
first time that the cooperatives would prefer independent operation 
and that at least a year would be required for new studies to determine 
the feasibility of the loan on other than a “partnership” basis with 
the company. Both of these contentions appear to be contradicted by 
the record before us. But the cooperatives dered felt this posthearing 
pressure and, faced with acute power shortage, have been led to endorse 
their previous application based on company operation of their plant. 

Administrator Nelsen stated at our Washington hearing that he 
was aware that board members of Colorado-Ute testified in Denver 
they did not feel the intangibles in the contract offset any financial 
advantage. But, he said, they never told him about it. He continued: 

I was much surprised * * * because it was very distaste- 


ful to me * * * to have that kind of an inference spread all 
over the United States. (See hearings, p. 1479.) 


He said that REA would certainly have taken another look at the 
whole proposal 





if the responsible spokesmen for Colorado-Ute had advised 
it that the proposal was not in accord with the consensus 
of the views of the directors and member co-ops. (See hear- 
ings, p. 1453.) 


This assertion is ridiculous in the light of the repeated letters and 
statements to REA by the Colorado-Ute Board and its members that 
they preferred independent operation. There can be no doubt that 
Ancher Nelsen knew of this attitude when he cleverly but clearly 
indicated that he would approve only a partnership operation with the 
Power Company. 

At any rate, after his machinations were exposed by the Committee, 
Nelsen stated that “it is now up to the Colorado-Ute Board to deter- 
mine its course of action from here on-out.” (See hearings, p. 1453.) 
He said he had no information from the co-ops that they do not want 
to proceed. And he added that, in any event, they can cancel at the 
end of 5 years and renegotiate. (See hearings, p. 1469.) 








PUBLIC POWER PREFERENCE CUSTOMERS 111 


Nelsen also testified that, if Colorado-Ute came to him now and 
told him they would much pons to go it alone, his action would 
depend on their own executed contract. He said that he intended to 
meet with them soon. If they wanted an independent operation, he 
thought it would take about a year to negotiate a new loan, estimat- 
ing 4 the length of time it se for the present loan. (See hearings, 

. 1479. 

. Area Dizeotor Schultz apparently gave the co-op similar informa- 
tion at its board meeting on October 3. Peterson testified that at that 
meeting Schulz was asked about REA’s current attitude toward the 
loan. According to Peterson, Schultz said the Administrator was 
“surprised” to hear of the Denver testimony, and that he had placed 
sector stop order on the loan “until Colorado-Ute directors were 
satisfied.” (See hearings, p. 1510.) Peterson quoted Schultz as 
replying to the question what REA would do if Colorado-Ute decided 
they would “sooner go it alone,” that REA would then have to investi- 
gate the possibility of the proposition ; that such a study had not been 
previously made; and that, due to the way the application was pre- 
sented, the only investigation that had been made was based on the 
partnership agreement. Peterson quoted Schultz further as saying 
that if the go-it-alone investigation had to be made, REA would have 
to start “from scratch,” and that would “take a considerable amount 
of time.” 

The Colorado-Ute board, therefore, according to Peterson, after 
careful consideration, reached the consensus that— 


“we were up against it; we were short of power, had to have 
power as quickly as we could get it; and the quickest way 
would be to reaffirm the agreement with the Western Colo- 
rado Power Co. and, therefore, that was done. 


To indicate the dire need for power, Peterson cited two recent in- 
stances in which Empire Electric Association and San Miguel each 
were required to drop their load for several hours. He also stated 
that Western Colorado’s chief engineer was “really worried” because 
the transmission lines are not sufficiently capable. (See hearings, p. 
1511 et seq.) 

Colorado-Ute President Meaker cited the reaffirming resolution, 
adopted by the board on October 3, 1955, by a vote of 6 to 1. The 
resolution retracted nothing, referring to the contractual obligations 
with the power company which could not now be rescinded, ratify- 
ing and confirming the execution of the agreement with the company 
and the loan contract with REA. Meaker commented that he was 
aware that Nelsen did not like his Denver statement to the committee 
and that he also knew there was not “any possible chance for us to 
get anything else but what we already got.” * * * He said, “we have 
as a board gone down the line just that way because there was no other 
way for usto get theloan.” (See hearings, p. 1513.) 

Peterson also firmly insisted that they had not agreed to go into 
“partnership” but were forced into it to get power. He stated: “We 
don’t have any power. We have to get power quick. If it is going to 
take 2 years to investigate a powerplant of our own, we can’t wait 
that long.” He added that he could not understand “why that in- 
vestigation has not been done a long time ago, there has been plenty 
of time.” (See hearings, p. 1519.) 
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The committee notes extremely serious discrepancies between the 
eee taken by REA yg r veers and what appear to be the facts. 

hus, as already noted, the March 1955 power cost study, withheld 
from Colorado-Ute but furnished to this committee at its request, 
compares cost data for “independent operation” and “joint operation.” 
The study contains detailed itemized cost data for both instances. 
And it further contains the following language: 


In the appendixes, there are developed construction budgets 
and annual costs under plans involving joint operation with 
the Western Colorado Power Co. and independent operation 
solely by the cooperative (p. 17). 


Furthermore, the Schultz statement, quoted by Peterson, that only 
joint operation studies had been made because of “the way the ap- 
plication was presented,” is irreconcilable with both the November 
23, 1958, and the March 10, 1954, resolutions of the board of Colorado- 
Ute. Each of these resolutions authorized the application for a loan 
for independent plant construction. Neither mentions any kind of 
integration with the company. (Resolutions in committee files.) 

Schultz’ statement as to the necessity for starting “from scratch” 
is also irreconcilable with a letter written on August 18, 1954, to 
Frank Meaker by E. G. Keffer, Schultz’ subordinate at REA. In 
this letter Keffer advised “of the action being taken by REA in the 
—- of your request for the * * * loan,” and stated that it will 

e necessary to make “certain assumptions with respect to a possible ar- 
rangement with the Western Colorado Power Co. o © ©.” Gut. that 
it will “also be necessary that we make an alternate study, assuming 
you will operate independently. * * *” (Letter in committee files. ) 

Meaker replied to Keffer on August 25, telling him that his outlined 
study procedure was satisfactory to Colorado-Ute. Meaker specifi- 
cally emphasized that, after a discussion with Secretary George Wil- 
son of Colorado-Ute, 


* * * it was our opinion that inasmuch as the original 
proposal and our application to the REA was based on a self- 
contained generating and transmission plant, and as recent 
negotiations for partnership operating with the Western 
Colorado Power Co. was only carried out as a recommenda- 
tion of the Administrator, that surely a study carried out by 
your office along the lines of a self-contained plant would be 
along the lines of our original proposal, which we have all 
been in agreement from the very conception of the Colorado- 
Ute Electric Association. (See hearings, p. 1504.) 


The committee cannot escape the conclusion that this threat of 
another 1- to 2-year delay to process the study of an independent 
operation by Colorado-Ute, was merely the last in a long series of 
pressures, “by implication” and otherwise, to force Colorado-Ute into, 
and then keep it in a contractual relation of great benefit to the West- 
ern Colorado Power Co., but of economic and other detriment to the 
cooperative. Thus, the Colorado situation is just a different version 
of the countrywide effort of the present Administration to coerce the 
rural electric cooperatives into such tight integration with the private 


power companies that there will be no challenge to private monopoly 
in the field. 
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We cannot fail to note that development of the upper Colorado 
River Basin, in accordance with the policy eatablished y Congress, 
would make available to Colorado-Ute and other preference customers 
in the region large supplies of low-cost hydroelectric energy which 
can be integrated with the output of their steam capacity to assure 
power supply to meet their future growth. However, if the coopera- 
tives and other preference agencies are tied down tightly by lease- 
operation and similar contracts with the private power companies, 
the benefits of the Federal developments will flow to the companies, 
not to the preference customers. 
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SECTION IX 


OBSTACLES TO ENFORCEMENT OF PREFERENCE IN 
CALIFORNIA 


The record of our hearing in California shows how one powerful 
private power company has been able to exercise its influence at both 
State and Federal levels to create confusion in the marketing of elec- 
tric power from the Federal Central Valley project. It shows fur- 
ther that, although municipal electric and public irrigation district 
associations favor effective application of the preference provision 
in marketing such power, the confusion created by the company has 
led to a situation in which these nonprofit systems are securing only 
very partial benefits from this policy. Finally, it shows that where 

ublic competition is effective, the Pacific Gas & Electric Co.’s charges 

or wholesale power are lowered but that they go up rapidly when the 
possibility of that competition is removed. 


Beginning of competition brings cities reduction in power costs 

City Manager H. D. Weller, of the city of Lodi, Calif., and Chair- 
man of the Northern California Municipal Electric Association, said 
that he was qualified to speak for 10 of the 11 cities in northern and 
central California which operate their own power distribution sys- 
tems, including Alameda, Palo Alto, Lodi, Santa Clara, Redding, 
Roseville, Ukiah, Healdsburg, Gridley, and Biggs. He said that all 
are without generating facilities and purchase their power from the 
Pacific Gas & Electric Co. He weihiid out that they were all munici- 
pal systems of long standing, with the Alameda system dating from 
1887 and the most recent, in Redding, from 1921. (See hearings, 
p. 862 et seq.) 

According to the witness, the first two units of the Federal Shasta 
project went into operation in June 1944, making 150,000 kilowatts of 
electricity from ublic sources available for the first time in that part 
of the State. He said, however, that in September 1943 the Bureau 
of Reclamation had sold this power to the Pacific Gas & Electric Co. 
but with a reservation giving the Government the right to withdraw 
up to 50,000 kilowatts for preference customers or other purposes 
on 6 months’ notice. (See hearings, p. 863.) 

Weller’s testimony shows that the power company moved fast when 
this Bureau of Reclamation power supply became available for prefer- 
encecustomers. He testified that in 1944 and 1945, the company offered 
special contracts to the cities although until then they had been buy- 
ing their power under a regularly filed tariff approved by the State 
Public Service Commission. He said that these contracts, which were 
for a 5-year period, reduced their existing rates about 10 percent. He 
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said a all but Roseville signed up promptly.2 (See hearings, 
. 864. 

2 The Lodi City Manager’s testimony also shows how the Bureau of 
Reclamation was handicapped in trying to make the preference pro- 
vision effective, while the power company was tying up the municipal 
systems with 5-year contracts. He said that the Bureau first ap- 
proached Roseville and Redding as potential customers in 1944 and 
1945 but didn’t contact any of the other cities because it had no trans- 
mission lines extending south of Oroville. He added that the Interior 
Department appropriations bill for the fiscal year 1946 included 
requests for funds for additional transmission facilities and for a 
steam, plant at Antioch but that Pacific Power & Light Co. opposed 
this request before Congress on the grounds that the company was 
prepared to offer its system to firm up Bureau power. (See hearings, 
p. 864.) He stated that the company dedicated its own steam plant 
at Antioch in 1951. (See hearings, p. 864.) 

The testimony of City Manager David Koester of Roseville shows 
that his city entered into an agreement with the Bureau of Reclama- 
tion in 1945 but that, in the absence of a wheeling agreement, there 
was no way for it to get the power. He said the city waited for 
several years for delivery of Bureau power, meanwhile refusing to 
sign the contract with the company but buying its power supply on 
a day-to-day basis at the higher rate. This cost the city $1,000 a 
month more, he continued, but the Bureau power never came. (See 
hearings, p. 913.) 

Weller testified that in late 1949 and early 1950, Pacific Gas & 
Electric proposed a 5-year extension of the city contracts before their 
expiration, promising exemption from a 6-percent general rate in- 
crease then being considered. He said that the city of Redding held a 
bitterly fought referendum as a result of which it just barely stayed as 
a customer of the company, but in the process, it got a new Pacific Gas 
& Electric Co. contract with 10-percent lower rates than the other 
resale cities, together with an option torenew. (See hearings, p. 864.) 


Regulatory commission collaborates in discrimination to meet 
competition 


Further testimony from Weller reveals the extent to which the 
California Public Service Commission was ready to break the regula- 
tory principle of “no discrimination” to enable the company to carry 
out its purpose of preventing the city of Redding from becoming a 
tommy of Federal power supply. He testified that in July 1951, 

acific Gas & Electric Co. filed a general 18.5 percent increase in 


1 Pacific Gas & Electric’s fast action to defeat competition is not confined to the munici- 
palities alone. The company’s tactics were exposed in a recent Supreme Court decision 
where the Court stated : 

“Respondent Sierra Pacific Power Co. (Sierra) distributes electricity to consumers in 
northern Nevada and eastern California. For many years it has purchased the major 
part of its electric power from petitioner Pacific Gas & Electric Co. (PG&E), a ‘public 
utility’ subject to regulation under part II of the Federal Power Act. In 147 Sierra, 
faced with increased postwar demands and consumer agitation for cheaper power, began 
negotiating for power from other sources, emda, the Federal Bureau of clamation, 
which at the time had unused ieee at Shasta m. To forestall the potential com- 
petition, PG&H offered Sierra a 15-year contract for power at a special low rate, which 
offer Sierra finally accepted in June 1948. The contract was duly filed with the Federal 
Power Commission. 

“Early in 1953, when power from Shasta Dam was no longer available to Sierra, PG&E, 
without the consent of Sierra, filed with the Commission under sec. 205 (d) of the Federal 
Lao Plage a schedule purporting to increase its rate to Sierra by approximately 28 

ercen 
6 The Court held that PG&E could not ignore and violate its contract in this manner. 
+ gun ® paca Commission v. Sierra Pacific Power Co. (1956). October term, 1955, Noa 
51 an ‘6 
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rates with the Public Service Commission, with Redding exempted. 
The explanation of Redding’s exemption from the increase, expressed 
in the Commission’s language, was “to meet the competition from 
Government power produced at the nearby Shasta Dam.” (See 
hearings, p. 865.) 

Meanwhile, according to Weller’s testimony, the Bureau of Recla- 
mation signed a wheeling agreement with Pacific Gas & Electric Co., 
making power from Federal projects available to all resale cities ex- 
cept Lompoc, Healdsburg, and Ukiah, and the cities were notified in 
August that they had a preference. He said that they did not take 
advantage of the wheeling arrangement because “we felt we had exist- 
ing contracts which should be honored.” He added, however, that 
there were several Public Service Commission cases in which the 
Commission, as well as the company, stated that the presence of com- 
petition was a factor in fixing rates. (See hearings, p. 867 et seq.) 

George Sehlmeyer, master of the California State Grange, testified 
to an earlier case in which public competition had been treated as 
grounds for allowing the company to make discriminatory rates. 
According to the witness, the situation had arisen some years pre- 
viously when farmers on one side of the river paid 25 percent more 
than farmers on the other side for power from the same company 
substation. Sehlmeyer said that they had hearings on the matter 
before the California Railroad Commission (predecessor of the Pub- 
lic Utilities Commission) and added that, after the hearing a com- 
missioner came down and said: “You made a good case, but we have to 
allow the public utilities to meet the possibility of competition.” He 
explained that “on the other side of the river was the Modesto Irriga- 
tion District developing its own power and distribution.” (See hear- 
ings, p. 959.) 

Charles F. Lambert, representing the Upper Sacramento Valley 
Water Association, testified to another example of discrimination 
which the California Public Service Commission permitted the Pacific 
Gas & Electric Co. to get away with to meet competition. He said the 
association represented seven irrigation districts on the west side of 
the Sacramento Valley but that, due to conditions of the wheeling 
contract, only the Glenn-Colusa District and the Provident District 
had been able to get public power. He noted, however, that these 2 
districts were denied the full benefits of such power because they had to 
pay the company for 6.8 percent and 34.5 percent of their power 
demand, respectively. According to the witness, the Glenn-Colusa 
District paid the Bureau of Reclamation about 5 mills per kilowatt- 
hour as compared with nearly 19 mills per kilowatt-hour paid to the 
company, while the Provident District paid 4.5 mills and 12.1 mills, 
respectively. (See hearings, p. 977.) 

mbert testified further that, in the case of the Princeton-Cordora- 
Glenn District, where the need for transformer capacity at more than 
one delivery point would have increased the cost of Bureau power, 
Pacific Gas & Electric came in, asked them to cancel their Bureau 
contract, and offered them power for their pumping plants at 7.3 
mills per kilowatt-hour. As the witness pointed out, this was the 
same power that cost the Glenn-Colusa District more than twice as 
much. (See Po ths p- 979.) He noted, however, that, in addition 
to the usual saving clause making this contract. subject to revision 


by the Public Service Commission, it contained another clause re- 
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quiring the district to reimburse the company for the difference be- 
tween the 7.3-mill rate and the standard rate schedule, if it accepts 
any service at all under its Bureau contract. (See hearings p. 979.) 

The record thus reveals some of the tactics resorted to by the Pacific 
Gas & Electric Co., apparently with the blessing of the State regula- 
tory body, to block the development of any effective competition from 
power supply sold under the preference provision of Federal power- 
marketing policy. And the record shows further that the preferred 
customers had no security in the low rates offered by the company 
to meet active competition. For it shows that, when Federal power 
supply was no longer available, the company turned to the Public 
Service Commission for higher rates. 


Pacific Gas & Electric Co. takes advantage of nonavailability of Fed- 
eral power supply 

City Manager Weller testified that in October 1952, the State Pub- 
lic Service Commission approved the company’s application for a 
general rate increase averaging 181% percent but did not make it 
apply to the contract rates of the cities. Instead, it suggested that 
there should either be an opportunity for renegotiation of the city 
contracts or they should be brought under the new tariff. Weller said 
there had been efforts to negotiate but that no agreement had yet been 
reached. He added that the new tariff rate which the company pro- 
posed to charge, would mean a 28-percent increase in the cost of power 
supplied to the cities because their contract rates were already 10 per- 
cent below the original tariff. (See hearings, p. 865 et seq.) He had 
previously testified that their average cost would rise from 6.5 mills 
to8.3 mills. (See hearings, p. 863.) 

Weller’s testimony shows that, with most of the city contracts for 
power supply expiring in 1955, and with no Bureau of Reclamation 
power available under the preference provision of Federal power- 
marketing law, the cities were without effective bargaining power 
against what had again become a monopoly-dominated power supply 
market. As stated by Weller, the Plumas-Sierra Rural Electric Dis- 
trict and the Sacramento Municipal Utility District were taking 
740 million kilowatt-hours per year of Bureau power and, together 
with other preference customers demands, the effect was “substan- 
tially to take project power out as a competitive source for the resale 
cities.” He said that, for the past 214 years, their advice from the 
Bureau “has been that no surplus power is available for considera- 
tion by preference customers.” (See hearings, p. 866.) 

City Manager Koester, of Roseville, testified that on expiration of 
their contracts, Pacific Gas & Electric offered them power on the basis 
of the regular rate schedule. He said that the cities, in turn, got 
together and made a rate proposal, which was turned down by the 
president of the company. He said further that, after the cities de- 
cided to reopen the case before the Public Utility Commission, nego- 
tiations had been resumed (see hearings, p. 908) but that, in the mean- 
time, his city council had appointed a citizens’ power committee which 
checked with Representative Clair Engle on the availability of Fed- 
eral power. He quoted Mr. Engle’s reply: 


The Bureau of Reclamation has informed me that there is 
no power available in the Central Valley project for sale. 
The city of Redding made an inquiry similar to yours re- 
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cently, and that is the information given them. (See hear- 
ings, p. 909.) 


Koester testified that this left them with no alternative; that their 
average cost of power would go up from 7.17 mills to 9.34 mills per 
kilowatt-hour, an increase of 31 percent; and that they were taking 
steps to pass the increase on to consumers. He expressed the belief 
that, if the city council found there was Federal power, they’d certainly 
investigate and consider it. He continued: 


If the city of Roseville had the opportunity of using Federal 
power for a yardstick * * * we would be in a much better ne- 
gotiating position. (See hearings, p. 909.) 


City Manager Joseph F. Base, of Santa Clara, testified to substan- 
tially the same effect. He indicated that, in the absence of any com- 
petitive source of power “we have been obliged to deal exclusively 
with the Pacific Gas & Electric.” He said that, as a result of having 
to go to the regular rate schedule, they faced an increase of 27 percent, 
or $118,000 per year in their overall cost of power. He added that this 
was equivalent to an increase of 3214 cents per $100 of assessed valua- 
tion in theirtax rate. (See hearings, p. 897.) 


City manager Weller, of Lodi, expressed the belief that— 


the presence of competitive power sources had some influ- 
ence on the establishment of rates at the State level. 


He continued: 


We did not agree necessarily that the rates in our contract 
were the best that might and perhaps should have been re- 
quired of the company, but on the basis of our best informa- 
tion, there would be no competitive power source available 
during the life of the contract, and for these reasons we were 
compelled in essence to sign it. (See hearings, pp. 869, 872.) 

Cities share responsibility for ineffectiveness of policy in California 

The evidence suggests that some lack of real support for the Gov- 
ernment’s power marketing policy on the part of this group of mu- 
nicipal electric systems, was partially responsible for their present 
dependence on private monopoly and the resulting increases in the 
cost of their power supply. There is testimony from the city managers, 
themselves, indicating a hesitancy and indecisiveness in their coopera- 
tion with the Bureau of Reclamation’s efforts prior to 1953 to give 
effect to the preference in marketing power from the Shasta and Kes- 
wick projects on the Sacramento River. 

Thus, City Manager Weller, of Lodi, stated, in answer to a ques- 
tion, that Lodi never formally applied for Bureau of Reclamation 
power—just asked for information as to its availability. (See hear- 
ings, p. 869.) And, in his reply to another question, there is a sug- 
gestion that the cities were more concerned with the competitive in- 
fluence of Bureau power on the company’s rates than in contracting 
for its purchase. us, he said that a larger block of Federal power, 
if available, “even if not directly bought by the cities,” would have a 
continued effect of providing more reasonable rates to the cities. He 
explained that this was “on the assumption that the State public utility 
commission continued its present policy of recognizing those competi- 
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tive influences.” He added that “such recognition has been a fairly 
consistent policy on the part of the Public Utility Commission and the 
Pacific Gas & Electric Co.” [Italics added.] (See heeringe Pp. 884.) 

The testimony of City Manager Jerome Keithley, of Palo Alto, 
with regard to two offers of Central Valle pone power in 1951 and 
1952, refers to this hesitancy on the part of the cities. He said that, at 
the time, some of the conditions offered in the proposed Bureau of 
Reclamation contract were such that the city of Palo Alto felt it would 
not be able to purchase the power. (See hearings, p. 895.) And City 
Manager Base, of Santa Clara, testified that, although he wasn’t 
around at the time, he thought those responsible weren’t too enthusias- 
tic about entering into an agreement with the Bureau in 1951. (See 
hearings, p. 900.) 

The record suggests that this lack of full cooperation with the 
Bureau of Reclamation in marketing Central Valley project power 
under the preference provision, was due to the fact that, as a part of 
that policy, the Bureau was responsible for seeing that the advantages 
of low-cost Federal power were passed on to consumers in the lowest 
possible rates. For it is apparent that at least two of the cities were 
not basing their rates on cost of service but were using them as a 
source of revenue, to hold down their local tax rates. Thus, we have 
already referred to testimony in which City Manager Base translated 
the prospective increase in the ie ome charges for power supply 
into equivalent effect on tax rates. This witness also said, in daewiting 
his administration of Santa Clara’s electric utility, that he operated 
it on a businesslike basis and that this calls for use of its revenues to 
sustain its operations, with the balance deposited in the utility fund 
which pays some into the general fund in lieu of taxes to the city. 
(See hearings, p. 896.) 

The most definite testimony on this matter is that of City Manager 
Koester, of Roseville. In response to questions, he stated that the city’s 
revenue from power for the current fiscal year was $355,000 and that, 
out of that, contributions to the city’s general functions totaled $120,- 
000. He conceded that the city’s electric rates could be about one-third 
lower if there was no such diversion into the general fund and that, 
if their system were privately owned, the tax collected from it would 
not be anywhere near $120,000. He added, however that the contribu- 
tion was traditional and that their power rates— 


as they stand now are about a minimum of 10 percent, in some 
categories 25 percent below utility rates of private utilities 
right adjacent to the cities. (See hearings, pp. 911, 915.) 


The record seems to indicate that by their hesitancy in backing and 
participating in the Government’s Central Valley power marketing 
program, these cities have reached the position where they will be 
forced to raise their rates to consumers or cut down very materially 
their contributions to the general city funds. And thee hatte lost the 
advantage of low-cost power supply which Congress intended to make 
available to them in order that they might be increasingly effective 
rate yardsticks for the State. 


Future possibilities of competitive power supply 


The record of our California hearing shows that there is an addi- 
tional 33,000 kilowatts of firm Central Valley project power which 
would be available for preference customers in the State if the Secre- 
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tary of the Interior stops renewing on a year-to-year basis a contract 
for sale of this block to the Colorado River Commission of Nevada 
for sale to electro-process industry. It shows also that the proposed 
Trinity River project will ultimately add to the competitive power 
supply if the present administration does not undertake the develop- 
ment on the basis of partnership with the Pacific Gas & Electric Co. 

The testimony of Weller indicates that the 33,000 kilowatts of 
Central Valley power, now committed to the Nevada agency, would 
represent about one-third of the requirements of the group of resale 
cities or could take care of 1 or 2 smaller cities for 5 to 10 years. (See 
hearings, p. 868.) 

Engineer A. J. Shaver, of the Colorado River Commission of Ne- 
vada, testified that the commission had been established to sell power 

venerated for the State on the Colorado River and that the law had 
Eels amended 4 years previously to enable it to go outside the State 
to purchase Shasta project power. He said that the Bureau of Recla- 
mation had recognized the commission as a preference customer and 
signed a contract with it in September 1952. He added that the 
contract gave the Nevada Commission 1 year in which to make ar- 
rangements for wheeling and firming the power. (See hearings, 
». 935.) Shaver testified further that it could never get the 33,000 
kilowatts of Shasta power assigned to Nevada because the private 
utility (Pacific Gas ey Electric Co.) had refused to wheel the power. 
(See hearings, p. 931.) 

The record shews that, in justifying its refusal to wheel this power 
to the Nevada Colorado River Commmission, the company depended 
on a resolution, passed by the California Legislature in 1952. The 
resolution recited that “the purpose of the Central Valley project re- 
quires that power generated in connection with it be utilized first to 
meet the needs of the people within the State,” and urged all public 
and private agencies “not to enter into any wheeling or other agree- 
ment which, in any manner, would facilitate the delivery of power” 
from the Central Valley project for use outside California. The Cali- 
fornia Public Service Commission was also urged “to defer approval 
for further wheeling contracts for Central Valley project power.” 
(See hearings, p. 948.) Pacific Gas & Electric Co. also stated a gen- 
eral unwillingness to wheel the power to Nevada since it wanted to 
sell it to its own customers. (See hearings, p. 954.) 

The record shows that, with the company refusing to wheel the 
power and the Interior Department extending the Nevada contract on 
a year to year basis, the 33,000 kilowatts is effectively withheld from 
preference customers in California. Instead it is being used by 
Pacific Gas & Electric Co. (See hearings, p. 926.) 

In response to questions about this Nevada contract for Shasta proj- 
ect power, Assistant Secretary of the Interior Aandahl stated that he 
had inherited the contract and had “seen fit to extend the period for 1 
year 3 times.” He admitted that the original contract had no provi- 
sion for renewal but added: “We took the position we’d play along.” 
He explained the circumstances that helped to justify another year’s 
extension as including the fact that Folsom and Nimbus project power 
was just coming into production, that the new block would be mar- 
keted over a year or more, and that it “won’t cause difficulty in the 
program to hold 33,000 kilowatts in reserve during another year to see 
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if there is anything the Nevada people can do.” (See hearings, p. 
1208.) 

We note, however, that this continued extension of a contract en- 
ables the Bureau of Reclamation to advise cities seeking Federal power 
supply in California that none is available. 


Municipal utilities object to extension of private control through 
partnership 

The record shows that the California municipal utilities have con- 
sistently favored the preference provision of Federal power marketing 
law and that their most recent action opposes a partnership arrange- 
ment under which the dominant private power system in the area 
would construct the power facilities at the Trinity River project. 

Secretary Frey, stating that the members of the California Mu- 
nicipal Utilities Association supplied electric, water or gas service to 
8 million people in the State, presented three resolutions, two of them 
passed in 1947 and 1954 by the entire membership and the third 
adopted in August 1955, by the board of governors. The 1947 resolu- 
tion placed the association on record opposing the bill then before 
Congress which would have provided for sale of power from Federal! 
projects at the bus bar of the generating station. The membership 
took the position that bus bar sales would prevent the full benefits 
from reaching the public. The 1954 resolution “reaffirms and re- 
states” the association’s “belief in the fundamental soundness of the 
preference provision.” (See hearings, p. 917.) 

The resolution adopted by the association’s board of governors on 
August 30, 1955, opposes so-called partnership development of the 
Trinity River Lap re Referring to the partnership proposal, the 
resolution recites that— 

the large privately-owned electric gas company serving the 
general area of the Trinity River project would construct 
the power facilities and thereby gain complete control over 
the power output of the Trinity River project to the exclusion 
of any municipal, cooperative, or public agency electric sys- 
tem. 

The resolution stated further that— 


any restoration or extension of privately owned utility con- 
trol over the marketing of power from Federal projects is 
contrary to the public interest in that it tends to booties the 
electric consumer of the advantages of the competitive in- 
fluence arising from the marketing of power. 


Finally, the 1955 resolution called upon Congress to— 


reaffirm the American people’s confidence in the term “part- 
nership” as it may hereafter be used in public affairs, by 
rejecting it as fittingly inapplicable to any arrangement 
which restores or extends private utility control over the 
electric power produced by a Federal multiple-purpose proj- 
ect. (See hearings, p. 917.) 


Importance of full development of comprehensive program 
The testimony of Mrs. Grace McDonald, executive secretary of the 
California Farm Research and Legislative Committee, emphasizes 
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the extent to which resumption of the Federal Central Valley pro- 
gram is essential to providing a competitive source of power supply 
for the smaller municipal and cooperative electric systems in the State. 

Mrs. McDonald cited figures obtained from A. N. Murray, planning 
engineer in the Bureau of Reclamation Sacramento office, showing 
that preferred customer contracts for Central Valley hydroelectric 

wer, as of June 30, 1955, called for an ultimate contract demand 
of 398,085 kilowatts. Actual demand under these contracts, accord- 
ing to Murray’s figures, amounted to 281,889 kilowatts, not including 
the 33,000 kilowatts under contract to the Nevada Colorado River 
Commission which is now going to Pacific Gas & Electric Co. (Pre- 
pared statement by Mrs. Brace McDonald, filed with committee, p. 
0. 
‘The witness also cited Murray figures showing that, although the 
combined capacity of the Shasta and Keswick projects is 454,000 kilo- 
watts, the available dependable supply for preferred customers, taking 
into account the firming-up contract with the company, amounts to 
only 300,000 kilowatts, or less than the 398,085 kilowatts required 
by preferred customer contracts. According to this witness, the— 


difference between current maximum demand as of June 30, 
1955, and maximum contract demand will be made up by 
additional power production from the Folsom-Nimbus opera- 
tion (ibid, p. 5). 


‘This combination, scheduled to come in this year, will add 175,500 
kilowatts to the installed capacity, but figures are not available 
showing their addition to the dependable capacity after firming. 

According to the Bureau’s annual report for 1954, the total kilo- 
watt-hour sales for the project amounted to 2.7 billion kilowatt-hours 
of which Bureau customers took less than 1 billion. The figures 
indicate, if service to the Sacramento Public Utility District had been 
rendered during the full year, the total supply to preferred customers 
would not have exceeded 1.4 billion kilowatt-hours. So it is apparent 
that, under the firming contract, in addition to its present use of the 
$3,000 kilowatts which it refuses to wheel to Nevada, the Pacific Gas 
& Electric Co. is getting about one-third of the project energy (ibid., 

4). 

This makes it clear that, if Congress had authorized the firming- 
up steam plant and the transmission facilities for which the Interior 
Department asked in 1946, the present project could have been much 
more helpful in maintaining a competitive power supply situation in 
the State. 

On the basis of these facts, Mrs. McDonald testified that the year 
1956 would find California’s Central Valley project in no better 
hydroelectric production position than it was at the date of the 
committee’s hearing— 


nor is there any possibility of adding appreciable amounts of 
hydro to the existing supply until power installations on the 
currently authorized Trinity River projects are resolved be- 
tween Interior and such other agencies, public or private, as 
may fulfill the requirements of the Congress when it a 


to an 18 months’ study of the power phases of Trinity (ibid., 
p. 6). 
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Mrs. McDonald recalled suggestions made by Assistant Secretary 
Aandahl during the hearings on the Trinity project bill, that the 
Secretary of the Interior— 


at his discretion * * * contract for the sale (of falling water) 
instead of constructing power facilities. 


She commented : 


Here, certainly a new policy has been proposed by Interior 
which cuts into the hice heart of multipurpose integrated 
operation of the Central Valley project (ibid., p. 6). 


The witness noted that Aandahl’s suggestions were sharply re 
jected, by both the House and Senate committees. 

Mrs. McDonald testified that, with the addition of the capacity of 
the Trinity division, the total capacity available from the Central 
Valley project would be 862,500 kilowatts. She then turned to a 
discussion of the original long-range plans for the Central Valley 

roject. which by 1963 would have provided a capacity of 2,185,000 
Filewaite This figure, she said, was taken from a report prepared 
by the bureau of public administration of the University of Cali- 
fornia, based on an “advance power program” of the Sacramento 
regional office of the Bureau of Reclamation. The bureau of public 
administration referred to this program as follows: 


In that report it was proposed by 1963 to add hydroelectric 

lants of the Trinity River division, the upper American 

iver, and the North Fork of the Kings; a steam-electric 
plant; added transmission facilities for direct connection of 
project power to project pumping stations and preference 
customers at intermediate voltages which irrigation districts 
and other potential customers could utilize; and a trans- 
mission line to interconnect Shasta powerplants with the 
transmission lines of the Bonneville Power Administration 
at Klamath Falls, thus permitting exchange of power be- 
tween Sacramento and Columbia Basin, which have peak 
flows at different seasons of the year (ibid, p. 11). 


The Bureau of Public Administration then stated that, although a 
preliminary draft of this report was prepared in March 1953, its 
poe release was never authorized by Secretary of the Interior 
McKay. It continued: 


This action and the abandonment of claims to the North 
Fork of the Kings River illustrate the change in national 

olicy under the administration of President Eisenhower 
in the direction of restricting the extension of Federal power 
facilities and relying instead on private and local public 
agencies (ibid.). 


Mrs. McDonald referred especially to the serious loss of the pro- 
posed development of the North Fork of the Kings River as a part 
of this Central Valley advance program. She said that it would have 
provided about 708 million kilowatt-hours a year, of which nearly 
300 million would have been allocated to pumping irrigation water 
for the San Luis-West Side project. She quoted a 1949 Bureau of 
Reclamation report as stating that— 
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the power output from the development is sorely needed to 

help meet the rapidly increasing agricultural and commercial 
power requirements in the Kings River area and surrounding 
territory (ibid., p. 7). 

The witness testified that a reversal of policy, by both the Federal 


Power Commission in November 1949, and the Secretary of the In- 
terior in 1953— 


robbed the Central Valley project and California’s water users 

and public agencies of an appreciable block of hydroelectric 

power (ibid., p. 8). 
She said that the November 1949 decision of the Federal Power Com- 
mission reversed an earlier decision (of its examiner) favoring In- 
terior Department development of this resource and issued a license 
to the Pacific Gas & Electric Co. She stated further that subse- 
quently the Department of the Interior and the $e aah ane of Justice 
appealed the decision to the 9th Federal Circuit Court on the ground 
that the Pacific Gas & Electric license had been improperly granted. 
In the course of her testimony, Mrs. McDonald quoted C. H. Spencer, 
then supervising engineer and now regional director of the Bureau 


of Reclamation at Sacramento, as saying in a November 2, 1953, letter 
to her committee : 


We consider this source of power (North Fork of the Kings 
River) for San Luis, as the most favorable of any potential 
addition to the Central Valley project * * * (ibid., p. 8). 


She testified that, in spite of this appraisal, the Department of Jus- 
tice, acting with the concurrence of the Department of the Interior, 
withdrew their appeal on November 18, 1953, and the Federal Power 
Commission’s license for private agency development of the North 
Fork of the Kings River prevailed (ibid.). She also referred to the 
threat that similar licenses to the Southern California Edison Co. and 
the California Oregon Power Co. would remove additional blocks of 
potential power from the Central Valley project program. She 
quoted Planning Engineer Murray of the Sacramento reclamation 
office as indicating that agreements might be worked out with the 
companies under which the irrigationists would be protected, in which 
-_ the apa Department would cease to oppose the licenses 
(ibid., p. 9). 

The witness summed up her testimony with a reference to the March 
1953 Sacramento office estimate of 7 million kilowatts of potential 
age from California streams with the prospect that 3 million could 

economically justified. She said that the potential is there to 
carry out the provisions of reclamation law calling for wide distribu- 
tion of public benefits from public power projects. She continued: 


The decision as to who is to benefit from these sources of 
power rests in the last analysis with the people. As their 
elected representatives, the Members of Congress will have a 
decisive voice, and that voice will be immeasurably strength- 


ened for or against the people’s interests by the conclusion of 
the deliberations of your subcommittee. 
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This committee feels that the record of its California hearing shows 
how the present administration’s shift in power policy is leading 
straight toward ultimate private monopoly. It emphasizes the im- 
portance of retaining the partnership between the Federal Govern- 
ment and the public or cooperative electric systems, operated by com- 
munities, not for profit, but for service to their citizens and members. 
This partnership clearly requires Federal development of the power 
potentialties associated with multiple-purpose river-basin programs 
and full observance of the rears sd tei, established marketing 
policy which authorizes and directs the Secretary of the Interior to 
transmit and dispose of the power with a preference to public bodies 
and cooperatives. 

The importance of this to the farmers of the State cannot be over- 
emphasized. As the representative of the Upper Sacramento Valley 
Water Association told the committee, almost all their water is 
pumped with power and the seven irrigation districts for whom he 
spoke hoped to benefit from yittis * public power to reduce their cost of 
water and thus to meet the problem created by a declining agricul- 
tural market and economic costs. He suggested that the only way 
for them was to— 


make some kind of tiein whereby we can control and use elec- 
tric power * * * without having to pay through the nose for 
profits, high administrative costs of executives, engineers. 
lobbyists, publicity men, and whatnot of the utility com- 
panies. (See hearings, p. 980.) 


Our record suggests that this policy with its competitive influence, 
offers the public greater assurance for low electric rates than is pro- 
vided by the ordinary processes of utility regulation. 








SECTION X 


INTERIOR DEPARTMENT ABANDONS FEDERAL RESPON- 
SIBILITIES OF 50 YEARS’ STANDING (NORTHWEST) 


The Interior Department’s attempt to change Federal power policy 
by administrative fiat strikes at the very fundamentals of the Nation’s 
conservation program in the Pacific Northwest. In this region the 
Federal Government, on the urgent insistence of the people who live 
there, has used its constitutional powers to develop rivers and public 
lands to initiate a unified program. This program has aimed at 
multiple-purpose development of the water and land resources of the 
Columbia River Basin, which includes about one-third of the country’s 
hydroelectric power resources. Designed to achieve full development 
and coordinated use of the vast conservation storage possibilities, the 
program has already proved capable of developing more power than 
would be produced by piecemeal development, whether public or 
private. 

Again with the endorsement of the people of the region, the Federal 
Government has interconnected its hydroelectric developments with 
each other and with load centers, through a major Federal transmis- 
sion grid system which provides the opportunity for a northwestern 
power pool embracing all public and private electric systems. Thus 
the region is afforded the opportunity to enjoy the full fruits of both 
water and power integration. Down to 1953, power produced by 
Federal projects was sold off this grid under the preference provision 
established by Congress. 

The people of the region were entitled to expect the Federal Gov- 
ernment to continue to take the responsibility for progressive develop- 
ment of the entire river basin in accordance with a schedule related 
to its needs. This would assure additional power supply to provide 
for expanding use of electricity by all classes of consumers, including 
large electro-process industries which found in the program the low- 
cost power required for their products. The farmers of the region 
also looked forward to an extension of the program to provide low- 
cost power for the production of fertilizer from the vast phosphate 
deposits of eastern Idaho, thus relieving Pacific Northwest agriculture 
from dependence upon the high-cost fertilizer imported from the East. 
Public power has long record in Pacific Northwest 

The record shows that long before a major Federal Columbia River 
Basin program was launched there had been a growing tendency for 
the people of the Northwest to obtain their electric service on a public 
or cooperative basis. Thus Mayor Ed Fanning, of Idaho Falls, wel- 
comed this committee at its hearings in that city with the statement 


that early settlers of Idaho Falls started a municipal light plant 
in 1901: 
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Those gentlemen could not be accused of socialism. They 
were rugged individualists who found they had no source of 
electric power * * * and were tired of the drudgery that 
their families had to go through * * * so they decided to 
erect their own electric system. (See hearings, p. 759.) 


Likewise, Tacoma, Wash., started its municipal plant in 1898 and 
Seattle in 1901. 

Executive Secretary Gus Norwood, of the Northwest Public Power 
Association, testified that today— 


throughout the Pacific Northwest, consumer-owned electric 
systems own and operate about $700 million of electrical facil- 
ities and serve some 2 million people. These include munici- 
pay electric systems, public power districts, irrigation dis- 
tricts, and rural electric cooperatives. (See hearings, p. 799.) 


Norwood also testified that the Federal power program was born 
out there some 50 years ago. We believe his brief account of that 
event is of great importance to straightening out misrepresentations 
of this program put forward to excuse the attempt of the Interior 
Department to overrule Congress. Norwood said: 


A compact group of 16 of these cooperative and city electric 
distribution systems are located in Minidoka and Cassia 
Counties (Idaho) on the Minidoka irrigation project. Fifty- 
five years ago, in the year 1900, these counties had virtually 
no population. However, in 1902, Congress passed the New- 
lands Act to create the Federal Irrigation Service, and in 
1904 authorized the Minidoka project as one of the first Fed- 
eral irrigation ventures. This was where the Federal power 
program was born. Here also were formed some of the first 
rural electric cooperatives in the Nation. (See hearings, 


p. 791.) 


Norwood testified further that for many years the 13,400-kilowatt 
Minidoka powerplant provided ample power which was fed into a 
94-mile low-voltage distribution system to carry the energy to the 
public and cooperative electric systems. We note here that it was in 
1906 that Congress incorporated the prototype preference provision 
into the Reclamation Act of that year. Since then, as noted in 
section 1 of this report, that principle has been progressively extended 
by Congress to give a preference to public and cooperative electric 
systems in connection with the marketing of all power from Federal 
projects. 

This committee sees the small Minidoka project as a pilot plant or 
prototype of the Federal program for the entire Columbia River 
Basin. For this reason, the problems of its 16 preferred customers 
are symbolic of what public and rural cooperative electric systems 
throughout the entire Pacific Northwest face today as a result of the 
abandonment by the Secretary of the Interior of Federal responsi- 
bility for the basinwide Columbia program. As our record shows, all 
such customers are being told to look ultimately to non-Federal 
sources for their power supply. 
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The present plight of preferred customers in Minidoka project 

A considerable portion of the testimony at our hearings at Idaho 
Falls reflects the power supply problems of these pre-1933 preferred 
customers, do to refusal of the Interior Department to continue to 
accept power-supply responsibility for meeting their expanding re- 
quirements. Involved is the entire question, whether further exten- 
sion of the Federal transmission grid, either by direct Government 
construction or otherwise, is to benefit old Federal partners, the mu- 
nicipal and rural cooperative electric systems, or to benefit the private 
power companies. The evidence shows that the decision of the present 
Secretary of the Interior is in favor of benefiting the private power 
“partners.” 

The relations between the Bureau of Reclamation which administers 
the Minidoka project and its customers had over a long period of years 
been on a close partnership basis. Mayor J. Leonard Salmon of Bur- 
ley, Idaho, testified that after failure to find a private utility to serve 
his town it had signed its first power supply contract with the Bureau 
of Reclamation in April 1910, just 2 years after the village had been 
incorporated. Burley has used reclamation power continuously since 
then, he said. Mayor Salmon made the point that use by Burley and 
the 15 other Minidoka customers of the Bureau’s surplus winter power 
had contributed substantially to paying off the cost of the dam and 
powerplant, a fact which the Bureau’s regional director, Harold T. 
Nelson, readily corroborated. (See hearings, pp. 762, 1547.) 

Philip E. Shane, speaking for the city of Rupert and the Rural 
Electric Co., told how since 1910 the Bureau had “very close relation- 
ships with power distributors on the Minidoka project and has sup- 
plied all their needs.” Shane said, however, that “recently there have 
come directives from Washington which have changed the concept,” 
and instead of being cooperative, he said, the Bureau now “wants 
to shun any responsibility.” (See hearings, p. 852.) 

President Edwin H. Paskett, of the Raft River Rural Electric Co- 
operative, informed the committee that since its organization his co- 
operative had obtained Bureau power and that, while the demands 
have grown tremendously because of the rapid development of ground- 
water pumping for irrigation, the Bureau had refused to raise the co- 
operative’s contract demands. (See hearings, p. 832 et seq.) 

Nelsen’s testimony revealed that the Bureau had known since early 
1958 that a power shortage loomed for its southern Idaho customers. 
It became a certainty in 1953 when the new project at American Falls 
was not started, having been removed from the budget in 1953 by Sec- 
retary McKay. (See hearings, p. 1550.) The request for the proj- 
ect had been in the budget for 3 sane in a row, he said, but Congress 
failed to approve the funds. (See hearings, p. 1551.) The new ad- 
ministration has never yet asked to start it or any other project in 
that area. 

Paskett of the Raft River Co-op said the Bureau of Reclamation— 


has advised the cooperative that its policy is to require the 
cooperative to seek to secure the necessary additional sup- 
ply of power from private utility sources; that the Bureau 
will not accept any responsibilty as a utility in connection 
with the integrated Minidoka — distribution system, and 
will not endeavor to secure such additional supplies of power 





| 
ad 
Zz 
3 
= 
2 
2 
5 
> 
Y) 
a 
2 
z 
2 








130 PUBLIC POWER PREFERENCE CUSTOMERS 





for distribution to the cooperative and other distributing 
ere comprising such system. (See hearings, p. 832 et 
seq. 

Like other witnesses, Paskett emphasized particularly that the 
Bureau of Reclamation had adopted this position despite its encourage- 
ment in the past, by contractual provision and otherwise, of the ef- 
forts of the cooperative to Brana the maximum use of electrical 


energy by its members. All Bureau contracts in that area contain 
the following clause : 


The contractor * * * will cooperate with the United 
States in promoting the widespread and abundant use of 
electric power and energy and in order to encourage greater 
use of electric power by domestic consumers and promote 
increased commercial and industrial use, it will be the pri- 
mary objective of the parties hereto to make electric service 
available to the consumers at the lowest possible rates con- 
sistent with sound business principles. 


Several of the witnesses testified they had made meticulous ef- 
forts to live up to this provision. When questioned about it, Director 
Nelson dismissed it as “a piece of standard boiler plate * * * furnished 
us by the Washington office” and added that they had the provision 
“in all contracts for many years.” (See hearings, p. 1547.) 

Mayor Salmon, of Burley, pointing to the contractual provision 
requiring Bureau customers to encourage widespread use of power, 
also cited the sponsorship by the Government of organizations and 
cooperatives to provide a market for its surplus power. He referred 
to the reclamation policy which had fostered the cultivation of 16,- 
200 new acres in the previous 3 years and contemplates bringing in an- 
other 62,450 acres within the next 2 years. Pumping the irrigation 
water and supplying the new farms and homes means rapid growth 
in loads for both irrigation and domestic uses. 

More precisely than any other witness Mayor Salmon pointed out 
that— 


these moral and physical factors ale with the expressed 
peeenons of a written contract clearly spell out a utility ob- 
igation and responsibility to the public power distributors. 


He said the first and primary problem is a future supply of power 
and the second, the price to be paid. (See hearings, p. 764.) 


Bureau of Reclamation denies responsibility and acts accordingly 
Director Nelson denied Bureau responsibility for power supply to 
its customers when he said “our primary responsibility turns on the 
development of irrigation projects,” but added that “to the extent that 
we can develop power with them, we have endeavored to make that 
available.” (See hearings, p. 1554.) And the record contains a letter 
signed by the present Reclamation Commissioner who states that in 


rewriting contracts with its customers, the Bureau now specifically 
states: 


Nothing in this contract contained shall obligate or be con- 
strued to obligate the United States to increase any contract 
rate of delivery hereunder. If additional power is not avail- 
able from the United States, the responsibility for securing 
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additional power shall rest wholly with the contractor. (See 
exhibit B, hearings, p. 1583.) 


Commissioner Dexheimer characterized this clause as one of the— 


basic policies of the Department and the Bureau with respect 
to additional power supplies (ibid.). 


Needless to say, this amounts to a complete reversal of the prior 
policy as expressed in the earlier contract provision, as well as an 
abrogation of a partnership of 30 to 40 years standing in the field of 
electric service. 

Our record shows that through the summer of 1955 the Bureau 
continued to take responsibility for reimbursing Idaho Power Co. 
for power taken by Bureau customers in excess of their contract 
demands on the Minidoka system. But in line with its new policy 
it also informed these customers that it would discontinue this service 
and that they should themselves negotiate with the company for their 
excess requirements. Furthermore, the Bureau told them that for 
the summer of 1955 it would charge them for the extra cost entailed 
by these excess purchases, for which it has to pay about 7 mills per 
kilowatt-hour. (See hearings, exhibit A, p. 1582.) 

The committee was surprised to learn from Nelson that the Bureau, 
at the same time that it was casting adrift its preference customers, 
was selling almost one-third of the combined output of the Anderson 
Ranch-Minidoka system to the Idaho Power Co. as dump power at 
1.1 mills, some of it during the very same months in which it paid 
the company 7 mills for power to be taken by the Minidoka group. 
(See hearings, p. 1543.) Paskett, of Raft River Co-op, stated this 
power could be wheeled to Minidoka project customers for sale at 
substantially higher rates than the company paid. And he added 
that, in the opinion of the officers and directors of the co-op, this sale 
constituted a violation of the preference clause. (See hearings, p. 
832 et seq.) 

While it is unquestionably true, as Nelson pointed out, that the 
preference customers require primarily firm power, it is equally true 
that (1) with a somewhat more flexible policy, some of this dump 
power could have been channeled to the preference customers for 
their irrigation loads; (2) some of this dump power was used by the 
company for what were practically peaking purposes; and (3) the 
Bureau has made no efforts of any kind, through several possible 
alternatives, to firm any of this power for use by its preference 
customers. 

As pointed out by Northwest Public Power Association Executive- 
Secretary Norwood, the Snake River, which traverses this entire region 
of southern Idaho, has one-eighth of the potential undeveloped water- 
power of the country, of which only 5 percent is now utilized. He 
emphasized that “the power shortage in southern Idaho constitutes a 
case of power famine in the midst of plenty.” (See hearings. p. 791.) 

Witnesses at the Idaho Falls hearing were almost unanimous in 
recommending that the power shortage be solved by Bureau of Rec- 
lamation construction of available projects in the general area. Thus, 
Mayor Salmon recommended (1) construction by the Bureau of the 
powerplant for which penstocks have already been provided at Ameri- 
can Falls; (2) revision of the 1923 contract between the Bureau and 
the Idaho Power Co., which limits the development at American Falls 
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to a joint winter output of 10,000 kilowatts with the Minidoka proj- 
ect; (3) construction of a reregulating dam below the existing Palli- 
sades project, now under investigation; (4) Bureau construction of a 
transmission line from the not yet completed Palisades project to 
reach preference customers directly, without interposition of a pri- 
vate utility line; and (5) construction of a dam at Eagle Rock. He 
said that these recommendations had been adopted by the Southern 
Idaho Public Power Users Association in 1954. 


Importance of completing Pacific Northwest Federal power grid 

Many witnesses testified that the simplest immediate solution would 
be a link between southern Idaho and the Bonneville Power Adminis- 
tration system. Such a link in the Pacific Northwest power grid could 
have been nearly rounded out by now to take care of the preferred 
customers, if the Interior Department had not seriously defaulted on 
its responsibilities (1) by not utilizing the right of the Government 
to use the excess capacity of the Idaho Power Co.’s line from Boise to 
American Falls, a right granted to the Department in the company’s 
Federal Power Commission license; and (2) by failing to include an 
arrangement in its Idaho Power Co. agreement for the company to 
wheel Bonneville power into Idaho over the Baker-La Grande inter- 
tie now under construction. 

NWPPA Executive Secretary Norwood testified that 20 years ear- 
lier, in 1935, the Pacific Northwest Regional Planning Commission 
had recognized the need for such a complete grid to full use of the 
enormous power resources of the region. Norwood stated that the 

roposed initial transmission network was to interconnect Bonneville 
Yam, Grand Coulee Dam, Spokane, Seattle, Portland, and Eugene, 
Oreg. He described a second network for future development to be 
added to the first, starting at McNary Dam on the Columbia River 
near Pasco, Wash., and proceeding to Boise, then up the Snake River 
to Minidoka, Idaho Falls, and the phosphate beds near Montpelier, 
Idaho. From there the proposed line turned northward to Butte, 
Mont., and back to join the initial loop at Spokane and Grand Coulee. 

Norwood testified that four main purposes would be served by the 
loop: (1) by interconnecting all Federal dams it would achieve maxi- 
mum production of firm power; (2) it would make the power available 
throughout the region at the same uniformly low postage-stamp rate; 
(3) it would unlock such resources as the phosphate beds, and (4) it 
would make available in southern Idaho a reasonable share of the vast 
power resources of northern Idaho. 

The Pacific Northwest Planning Commission which laid out this 
original _ for a regional grid was composed of representatives of 
the four States of Montana, Idaho, Oregon, and Washington, with a 
representative of the National Resources Committee as chairman. 

his commission reported that abundant power from Federal power- 
plants might be expected to contribute to the region’s industrial devel- 
opment and also, through consumption in domestic, farm, and other 
uses, to rising standards of living. It recommended that— 


Federal powerplants now under construction or to be con- 
structed should be considered as units of a single integrated 

wer system * * * a new operating body in the form of a 
Federal corporation be created and assigned all Federal 
power operations. 
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Its conception of the region included Washington, Oregon, Idaho, 
and western Montana. It said: 


The Pacific Northwest is the one large region of great 
= yet awaiting full development in the United States. 

he region’s factors of water, land, minerals, forests, and 
power are ample to warrant in the national interest, the public 
works now authorized and a competent and comprehensive 
plan for public works for the entire region with a continuing 
program adjusted to regional and national needs and con- 
trolled by advance planning (p. 4). 


The testimony at our hearings in this region shows that down to 

1953 great progress had been made in carrying out this general design, 
oroviding a tremendous stimulus to the development of the Pacific 
Northwest. The Corps of Engineers, the Bureau of Reclamation, the 
Bonneville Power Administration and other Federal, State, and local 
agencies were playing important parts in a cooperative program. But 
the committee Rane considerable testimony to the effect. that since 
1953 further progress is threatened by the Interior Department’s 
reinterpretation of the intent of Congress. 

Interior Department waives rights to complete grid 

Norwood testified that the Bonneville Power Administration had 
completed a large portion of the transmission grid originally en- 
visioned by the Pacific Northwest Planning Commission. He said 
that with 7,000 miles of high-voltage lines alvendy in operation, link- 
ing the States of Oregon, Washington, and western Montana, all that 
remained to complete the grid was about 500 miles extending from 
La Grande, Oreg., east to Baker, Boise, American Falls and Idaho 
Falls, in southern Idaho, and thence north to join the existing system 
at Anaconda, Mont. He explained that the Boise-Bliss-American 
Falls transmission lines of the Idaho Power Co., if constructed at 
230,000 volts, would have furnished another 200 miles of the southern 
Idaho loop. 

Our record shows that, when the company proposed to build this 
line, it had to obtain a license from the Federal Power Commission 
because Government lands would be used. Prior to the change of ad- 
ministration, the Commission included in the license a provision re- 
quiring the company to construct the line so that its capacity could be 
raised to 230,000 volts and entitling the Government at its option to 
provide the additional investment and use the additional capacity to 
transmit Federal power to southern Idaho. (See Certain Activities 
Regarding Power, Department of the Interior (Changes in Power 
Line Regulations) 13th Intermediate Report of the Committee on 
Government Operations, 84th Cong., 2d sess.) 

The testimony of both Norwood and former Assistant Secretary of 
the Interior C. Girard Davidson explains that the Idaho Power Co. 
fought this condition in its license all the way to the Supreme Court 
where it lost the case and the provision was held valid. The record 


shows further that the Department insisted on a similar condition 
when the company doubled the capacity of its line west from Hunting- 
ton to Baker to 138 kilovolts. At a higher capacity this line could 
have formed another 40-mile link, leaving only the 40-mile LaGrande- 
Baker line and the 99-mile stretch from Huntington to Boise to inter- 
connect the Federal Bonneville system with southern Idaho. This 





g 
5 
5 
: 
5 
- 
5 





2 








134 PUBLIC POWER PREFERENCE CUSTOMERS 





would have made power available not only to the Minidoka group of 
oldtime preference customers, who need additional power supply, but 
also for development of the phosphate deposits into low-cost fertilizer 
for the farmers of the Pacific Northwest (ibid.). 

The record shows that before 1953 the Bureau of Reclamation had 
sought funds for a high voltage line to interconnect its dams in 
southern Idaho. And Bonneville Administrator William A. Pearl 
submitted a statement concerning Bonneville Power Administration’s 
1951 and 1952 requests for funds to extend its high-voltage line from 
La Grande to Baker, to provide a firmer intertie with the Southern 
Idaho power systems for mutual benefits. But, according to our rec- 
ord, the influence of the Idaho Power Co. was sufficient to block all 
of these requests which threatened to introduce competition with its 
relatively high rate structure or to undermine its strategic toll-bridge 
position between Federal projects and their customers. 

This committee notes with concern that since 1953 the Department 
of the Interior has made no further request for funds to construct a 
transmission link with Southern Idaho and that it has voluntarily 
adopted a change of regulations, produced in the Idaho Power Co.’s 
offices, ending its requirement of a right to use the excess capacity of 
power company lines to transmit Federal power to Southern Idaho. 
In other words, the Secretary of the Interior has by administrative 
action bypassed the United States Supreme Court decision which up- 
held important rights of the people where use of a portion of the public 
domain is involved. The Secretary, by this action, has surrendered 
a valuable potential public right to the private company. 

The committee deems this particular incident, in which the Secre- 
tary accepted company dictation, bowing to a private interest rather 
than the public interest established by Congress, of such critical im- 
portance that it has dealt with it in a separate report. (See Certain 
Activities Regarding Power, Department of the Interior (Changes in 
Power Line Regulations) 13th Intermediate Report of the Committee 
on Government Operations, 84th Cong., 2d sess.) 


A case study in bad administration 


Following the unilateral surrender of the public right to use the 
excess capacity of company transmission lines as links to extend the 
Pacific Northwest grid into southern Idaho, the Bonneville Power 
Administrator proceeded to accept an Idaho Power Co. offer to buy 
summer surplus Bonneville system power at dump rates and to con- 
struct the transmission link necessary to take this energy at the time 
of its system peak loads. 

In agreeing to this deal the Administrator obtained no terms which 
would assure the Federal Government reasonable compensation for 
this power nor did he secure an opportunity to wheel such power to 
— the extreme needs of old-time preference customers in southern 

aho. 

We cannot fail to note that an Administration, which is now 
openty proclaiming as new policy that federally generated power 
should be sold at its market value rather than at cost, demonstrates 
grave inconsistency when it comes to favoring its private company 
partners. 

The Interior Department abolished the regulation reserving rights 
to the Federal Government for use of excess capacity in private 
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transmission lines crossing public lands in August 1954. In October 
of the same year, Vice President Ralph Gale of the Idaho Power Co., 
who had successfully opposed funds for Federal construction of the 
La Grande-Baker tie line, approached the Bonneville Power Admin- 
istration to find out whether it might have dump power available 
from May to September each year for the next 4 or 5 years. A letter 
from William Pearl, Bonneville Power Administrator, states: 


It was Mr. Gale’s thought that the company could afford to 
build the La Grande-Baker seenidetinaton Vas and substation, 
to be amortized over a 5-year period, in order to protect their 
firm loads during poor water conditions on the Snake River 


and to tide the company over until its Brownlee plant could 
be built. 


Negotiations on a power exchange contract ensued, and after ap- 
proval by the Interior Department, the agreement was finally ex- 
ecuted by Pear] for the Bonneville Administration on March 14, 1955. 
The Idaho Power Co., to obtain power from the Bonneville Power 
Administration, will construct the 230-kilovolt tie line from Baker 
to La Grande, which will make available for the first time Bonneville 
power to southern Idaho—but to the company and on the company’s 
terms. 

Norwood discussed at considerable length this 20-year power 
exchange contract. between the Bonneville Administration and the 
Idaho Power Co. “as a specific case study in bad administration.” We 
feel that Norwood’s analysis of the way in which the Secretary of the 
Interior is performing his stewardship is of sufficient importance to 
be brought rather fully here to the attention of Congress. 

Norwood testified that this contract provided for three different 
patterns of exchange of power, designated “exchange of excess en- 

”: “sale of provisional energy”; and “emergency and breakdown 


ergy”; 
reef.” To understand the proposal to exchange excess energy, he 
said: 


You must appreciate that the Idaho Power Co., in the first 
place, does not have any appreciable amount of excess energy 
at any time, but on the contrary, is in need of energy almost 
all the time, and secondly, that the Idaho Power Co. experi- 
ences its annual peak loads in August, whereas the peak load 
of the Bonneville system occurs in December or January. 
(See hearings, p. 793.) 


The witness pointed out that it is standard practice in such exchange 
agreements among electric utilities to share costs and profits on a 
50-50 basis. However, in this case the dump power, delivered to the 
company during the summer months when it is trying to carry its 
peak loads, is “much more valuable even than firm power.” He 
suggests that this “peaking power” could be Silemabie priced at 
much more than the 9.5-mill ha rate. 

He compared this contract with TVA’s long-standing exchange 
agreement with the Southern Corporation under which— 


TVA receives 2 kilowatt-hours of Southern Corporation 
steam-generated power off-peak in return for which TVA 


m3) 1 kilowatt-hour of peaking hydro. (Ses hearings, p. 
93. 
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Norwood testified that the “sale of provisional energy” under the 
terms of the contract was similarly one-sided in benefits to the com- 
pany. The contract provides that, during August and September 
of each year, when Idaho Power Co., experiences its annual peak loads, 
the Federal Government shall release additional storage water at 
Hungry Horse Dam on condition that such energy will be replaced 
by the Idaho Power Co. during the period October 1 through April, 
if required. 

Norwood said further that Hungry Horse Dam no sooner came 
into operation 2 years ago “before certain industries and private 
utilities began to put the pressure upon the Bonneville Power Ad- 
ministration to let them play around with the storage capacity,” 
borrowing a little storage here and there on condition that they would 
repay later. He thought that even if the repayments kept the Gov- 
ernment from losing, the Government diana. at least, insist upon 
half the benefits from such use. (See hearings, p. 794.) We note 
that, in its arrangements with the industries, as Gstin uished from 
that with the Idaho Power Co., however, the release of Hungry Horse 
storage to furnish provisional energy is at the discretion of Bonneville. 
(See hearings, p. 794.) 

Norwood emphasized that this provisional energy was not available 
to the Idaho Power Co. at the option of the Bonneville Administrator, 
but that, when it is available, he must release it for the benefit of the 
company upon demand during the company’s peak-load months, that 
return of the energy was less likely to be required, and that the effect 
of the contract was again to cause Bonneville to sell peaking power at 
dump power prices. This mandatory provision certainly raises the 
so-called provisional energy above the category of dump power. 

Norwood expressed the view that the “emergency and breakdown 
relief” provision of the contract was most one-sided due to the vast 
difference in size of the two systems which means that the company 
will get all the insurance value of the arrangement. He called atten- 
tion to the fact that standard practice in the utility industry calls 
for payment of a 


standby charge or a capacity charge for such service unless 
the two utilities are of about the same size and might reason- 
ably be expected to benefit equally from the mutual standby 
service. (See hearings, p. 795.) 


In this connection, it is worth noting that in the proposed integra- 
tion contract betwen the Colorado-Ute Power Cooperative and the 
Western Colorado Power Co. (see sec. 8 of this report) the party 
providing less than half the reserves must pay $18.50 for each kilo- 
watt by which his contribution is less than 50 precent. 

Norwood testified that the Bonneville and Idaho Power Co. sys- 
tems were by no means of equal size, that the company is in such a 
condition that it has had to make arrangements with the Utah Power 
& Light Co. to install steam-generation ahead of schedule, and that 
this steam capacity will be located 200 miles from the load center 
of the Idaho Power Co., with all the risks of transmission line failure. 
He contrasted that system with the Bonneville Power Administra- 
tion system with dams capable of carrying peak loads or 4,500,000 
kilowatts, with 7,000 miles of high-capacity transmission lines, with 
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many closed loops, and numerous arrangements and facilities to in- 
sure continuity of service. (See hearings, p.795.) He continued: 


The emergency and breakdown clause in this contract is a 
one-way street along which all benefits flow only into the 
coffers of the Idaho Power Co. (See hearings, p. 795.) 


Norwood called attention to the fact that public and cooperative 
systems pay Bonneville Power Administration $15 million per year 


now and will increase their payments to about $30 million by 1960. 
He added : 


We have a direct stake in every deal made by BPA which 
does not meet the standards and tests of the prudent busi- 
nessman. (See hearings, p. 795). 


The record before us contains no adequate answer by Bonneville 
Power Administrator Pearl to this analysis of the exchange contract 
by the representative of the public and cooperative systems in the 
Pacific Northwest. It is true that, in a letter to the committee, Pearl 
estimates that the Bonneville Power Administration will amply re- 
cover its investment of $564,000 in 1 year by revenues of $600,000 
during the 5-month period of the exchange of power, i. e., when Bonne- 
ville has power “running out of its ears.” But at the same time, Pear] 
reports that the company thought it “could afford to build the La 
Grande-Baker transmission line and substation to be amortized over 
a 5-year period.” This is pretty fast amortization for a facility with 
a normal life expectancy of 35 years and which is under a 20-year 
contract. It furnishes an indication of the substantial return ex- 
pected by the company. Actually, a rough calculation shows that 
on this transaction, paying the dump rate of 214 mills for power which 
to the company will have the value of peaking power of over 8 mills, 
Idaho Power Co. will receive benefits worth about $1 million a year. 
This would be slightly increased if the facilities are amortized over 
a longer period. According to estimates by Norwood the benefits 
would be even higher. 

While Bonneville Administrator Pearl vaguely talked about “in- 
creased utilization of surplus power available in southern Idaho 
and Utah” to help meet loads during periods of power deficiencies in 
the Oregon-Washington area, he furnished no information on quanti- 
ties that might be involved. It is generally known that surpluses in 
southern Idaho have vanished within recent years so that the Bonne- 
ville Power system can expect little or no benefit from that source in 
the near future. 

Testimony as to the consultation of Bonneville Power Administra- 
tion customers before entering the agreement is somewhat conflict- 
ing. Administrator Pearl asserted that Norwood had approved the 
agreement during a conference with two Bonneville representatives. 
(See hearings, p. 1666.) This is inconsistent with the earlier state- 
ment by Norwood vehemently denouncing it. Later, in a letter to the 
committee, Norwood shed some light on the apparent conflict. He said 
he took “general exception” to Pearl’s testimony and thought it might 
“possibly be a misunderstanding.” He explained that two Bonneville 
representatives came to see him on January 27 and discussed, amon 
other things, the draft agreement. N. H Callard, Bonneville, Di- 
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rector of Operation and Maintenance, Norwood said, assured him 
the contract was cancelable on 5 years’ notice, and that it was merely 
an exchange agreement and not a firm power contract. Norwood 
wrote: “That statement was substantially misleading.” Norwood said 
he then told the Bonneville representatives that his organization, the 
Northwest Public Power Association, had been on record for years in 
favor of a 230-kilowatt intertie between the McNary Dam area and 
southern Idaho; that the “intertie” was long overdue, and would be 
in the public interest; that he could not, however, personally take a 
stand on the merits of the contract since he could only represent poli- 
cies adopted by his association which had not yet considered the mat- 
ter. 
Norwood concluded: 


Apparently Dr. Pearl was advised that our endorsement 
of the intertie was an endorsement of the contract; if so, then 
that would explain the misunderstanding. (Norwood letter 
of November 9, 1955 in committee files.) 


Interior Department ignores preference customers—insulates monop- 
oly 

This committee feels that a most shocking aspect of the Interior 
Department’s handling of this negotiation of a 20-year contract with 
the Idaho Power Co. for interchange of power was its failure to use the 
opportunity to bring relief from power shortage to the longest stand- 
ing preference customers in the United States, those associated with 
the Bureau of Reclamation Minidoka system in southeastern Idaho. 

There is clear evidence that it was the objective of the administra- 
tion to shift these public and cooperative power systems into depend- 
ence on the private companies for their power supply as rapidly as 
possible. The objective is obviously to restore private monopoly in 
the power-supply field, the same objective as our record indicates the 
present administration is pursuing in other parts of the country. 

Norwood, representing the preferred customers of the Pacific North-. 
west, pointed out that the intertie between the Bonneville Power Ad- 
ministration and the Idaho Power Co. under the contract provided an 
opportunity for the Secretary of the Interior to ask the company 
simultaneously to enter a wheeling agreement to transmit low-cost 
Bonneville power into the Burns, Oreg., area. He said that several 
hundred farms, rural homes, and industries have set up the Harney 
Electric Cooperative to obtain electricity but so far have been blocked 
by the high price asked by the Idaho Power Co. for power supply. 
(See hearings, p. 803.) 

Norwood testified that the Secretary similarly failed to use the op- 
portunity to ask the company to wheel energy into southern Idaho 
for commingling with energy produced at Anderson Ranch, Minidoka, 
and Palisades Dam for irrigation pumping, resale to public and co- 
operative systems. He pointed out that this might have meant more 
revenue to the Government as well as fulfilling the “antimonopoly” 
clause in the Bonneville Act. 

Enlarging on the monopoly issue, the witness described the main 
effect of this contract as follows: 


The termination of the BPA line permanently at La 
Grande, Oreg., assures the company unilaterally that the 
Government will not build beyond that point. This contract 
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thus becomes the tremendously valuable franchise for the 
company to own and operate the entire southern Idaho trans- 
mission loop and to capture all the advantages and benefits 
thereof for profit only to the company’s officers and stock- 
holders. This contract becomes the deed to a great power 
highway. Incidentally, much of this line crosses public 
lands. The right-of-way over these lands also is contracted 
away beyond the reach of corrective measures by any subse- 
quent administration or future Congress. (See hearings, p. 
796. ) 


Norwood pointed to the effect on consumers of such a monopoly 
grant by the Department of the Interior in another case. He stated 
that a year previously the Secretary ordered the Bonneville Adminis- 
tration to stop construction of a 230,000-volt transmission line down 
through central Oregon into Klamath Falls. The Secretary, he said, 
then sold the line and all the materials, rights-of-way and plans for 
completion of the line at cost to the California-Oregon Power Co. He 
continued : 


A few months later that company, thus confirmed in its air- 
tight monopoly position, demanded and was given a 17-per- 
cent rate increase. (See hearings, p. 803.) 


The response of Interior Department spokesmen to committee ques- 
tions concerning this contract provided no answers to the criticism 
that it failed to comply with Federal policy, but rather reflected the 
decision of the administration to change that policy by administrative 
fiat. Among other things, it developed that the contract was negoti- 
ated without any consultation with Bureau of Reclamation Regional 
Director Nelson, who was responsible for dealing with the power- 
supply problems of the southern Idaho preference customers. 

e record shows that news of the forthcoming Idaho Power Co. 
contract reached Idaho well after February 10, 1955, when the final 
draft was sent to Idaho Power Co. for its signature but before March 
14 when it was finally executed by Bonneville Administrator Pearl. 
It shows further that when the news reached them, every rural electric 
cooperative in central and southern Idaho wired Pearl asking for 
power via the new interconnection. A letter to the Fall River Elec- 
tric Cooperative contains Administrator Pearl’s standard reply that: 
(1) The proposed agreement is purely for exchange of excess power in 
emergency and unusual water conditions, and is “in no sense a contract 
for the supplying of firm power”; (2) “since no firm power is involved 
in this exchange agreement and it only covers a supply of available 
excess power in the summer months, no contractual arrangements 
could be developed in caring for the load of your cooperative” (letter 
to Fall River Co-op). (See hearings, p. 842.) 

Fall River Cooperative’s wiathbdser, W. Roberts, persevered and 
pointed out to Pear! that the kind of dump power in May—August “is 
just what I am interested in,” since the cooperative needed an addi- 
tional seasonal 1,000 to 1,500 kilowatts during those very months. 
(See hearings, p. 842.) Pearl, in another letter, quickly shifted to 
the excuse that Fall River’s operation “is entirely out of the area 
served by Bonneville.” In addition, Pearl repeated that since his 
contract with Idaho Power “is purely an exchange agreement,” it 
“provides no means of any wheeling arrangement.” (See hearings, p. 
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843.) The managers of Raft River and Lost River Electric Coopera- 
tives received substantially the same answers. 

Pearl attempted to tell the committee that the Bonneville Power 
Administration marketing area had been confined by the preceding 
administration to Orerda, Waltinened: northern Idaho, and Montana, 
west of the Continental Divide. He referred to executive orders 
issued by former Secretary of the Interior, Oscar L. Chapman, to 
support his contention. (See hearings, p. 1670.) When the copies 
of these executive orders were subsequently furnished the committee 
by Pearl, it was found that they in no way supported his statement. 
On the contrary, one of the executive orders, although related to a 
special aspect of the problem, specifically included southern Idaho in 
Bonneville Power Administration marketing area (committee files). 

Manager P. E. Shane, of the Raft River Cooperative, in a letter to 
the committee, supplied a significant link in the chain of evidence as 
to the present policy of the Interior Department. Shane stated that 
on April 19,°1955, he had had a conference in the Bonneville office 
with Assistant Administrator Byron Price. He continued: 


At that time he (Price) was under the impression that if 
Secretary Aandahl would permit it and the Idaho Power Co. 
would wheel it, there was at the present time some firm power 
available for preference customers in the Bonneville system. 


Shane then explained that shortly after this conference he had 
talked personally to Aandahl in Washington, and that Aandahl had— 


stated that he discouraged the expansion of the Bonneville 
service area and quoted administration power policy to the 
effect that the Bureau of Reclamation was not in the power 
business. * * * (Letter, dated July 29, 1955, from P. E. 
Shane, in the committee’s files.) 


This same position was expressed by Reclamation Commissioner 
Dexheimer in a letter to Senator Dworshak, of Idaho. Stating his 
understanding that the Idaho Power Co. was undertaking to con- 
struct an interconnection with the Bonneville system, Dexheimer 
pointed out that— 


in accordance with the policy of the Department, the Bureau 
will normally firm up a hydroelectric ip hidga suppl only to 
the amount of hydro energy which will be available during 
an average water year. 

He continued : 


This has already been done under the 1950 contract with 
the Idaho Power Co. It is thus not possible for the Bureau 
to purchase additional power from BPA to sell to Bureau 
customers on the Minidoka project. This would place the 
Bureau in a power brokerage business which we wish to 
avoid. (See exhibit B, hearings, p. 1583.) 


The committee notes that since both the Bureau and the Bonne- 
ville Administration are agencies of the same Department, the broker- 
age plea doesn’t make sense. Where one department agency has sur- 
plus power in the very months when another department agency is 
short of power to meet the requirements of preference customers, the 
requirements of congressionally established policy would seem to call 
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for the wheeling arrangement which the department refused to insist 
on. 

In this connection, we are concerned over the evidence of evasion in 
the answers of Administrator Pearl to direct questions from the com- 
mittee as to ways of getting a to the Minidoka system customers. 
To the suggestion that all he had to do was to get the Idaho Power Co. 
to wheel power, Pearl retorted: “Well, you will have to ask Idaho 
Power,” and added irrelevantly: “Idaho Power Co., of course, could 
not get firm power from us now.” When the suggestion was repeated 
he conceded that, “there is some truth in the statement,” but again 
hedging he went on to say: “That does not affect the status of the 
contract. This contract is a power interchange. * * * It is the 
lowest form of dump power we have * * * subject to cancellation.” 
(See hearings, p. 1653.) He said he had plenty more of the same kind 
of power, hence the agreement “did not deprive preference customers.” 
(See hearings, p. 1655.) 

Finally, to the outright question whether he sought to make any 
wheeling arrangements with the Idaho Power Co. before he signed 
the contract, he replied: “A contract that is subject to cancellation is 
not a very good * * *” at which point the chairman of the committee 
interrupted to say that was not the question. Pearl] finally stated that 
“a verbal request was made to the Idaho Power Co., regarding wheel- 
ings,” but that “they did not indicate any interest in it.” (See hear- 
ings, p. 1656.) 

Thus, the committee at last ascertained that the Idaho Power Co. 
had been requested to wheel power to preference customers. But, in 
finding this out, it also discovered that the new Interior Department 
interpretation of power policy is placing the Federal Government in 
a second-class position, as compared with private power companies. 
With a tremendous 4,500,000 kilowatts of generating capacity; with 
nearly 7,000 miles of high-tension transmission lines; with authority 
to grant or withhold permission for private transmission lines to cross 
public lands, and further authority to condition such permits; with 
energy to sell which will meet the serious needs of both the private 
company and the public and cooperative systems; and with responsi- 
bility under the law for giving preference to the needs of nonprofit 
systems, the Interior Department subserviently asks the company to 
wheel power to these customers as a favor and takes “no” for an 
answer, 

The committee feels that such a perversion of the intent of the law 
raises serious question as to the fitness of those responsible to continue 
to occupy the key positions they now hold. 


Private utility outlook influences Bonneville Power Administration 
treatment of preference customers 
The record contains two other instances involving rural electric 
cooperatives in which the present procedure of the Bonneville Ad- 
ministration again definitely favored the objectives of the — 
wer companies. In the first instance, that of the Harney Electric 


ooperative in eastern Oregon, it prevented the co-op from getting into 
business until it had signed up with the Idaho Power Co. for power 
supply at nearly three times the Bonneville Power Administration 
rate. In the second, that of the Benton-Lincoln Electric Cooperative 
in western Oregon, it enabled the Pacific Power & Light Co. to pre- 
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empt a load within the cooperative service area which would have 
added substantially to its economy of operation. 

The testimony of Robert Welty, engineer for Harney Electric 
Cooperative, brings out some interesting points about the tactics of 
the present administration in denying service to a preference cus- 
tomer. He stated that early in 1955, after nearly a year of canvassing 
the situation, the Harney Electric ‘ee applied for a loan from REA 
and for power supply from BPA. He said that REA told him it 
would make no loan until the co-op had a contract for power supply 
and then, in its initial feasibility study, grossly underestimated the 
co-op’s prospective load. According to Welty, BPA finally stated 
that it could not justify a Federal transmission line to serve the group 
on the basis of the co-op load alone. 

Welty characterized the original REA power requirements estimates 
as totally “unrealistic” in the light of the experience of neighboring 
cooperatives. He said their use in REA’s records has “led to a con- 
tinuous merry-go-round that the cooperative cannot get an adequate 
low-cost power source because loads are too low, and cannot build load 
because price is too high.” (See hearings, p. 1037.) 

The witness testified further that, at a meeting in June 1955, BPA 
informed him that there would be no wheeling over Idaho Power Co. 
lines. (See hearings, p. 1038.) At the same meeting, he said, he was 
told that any use of a cooperative-built line to wheel Bonneville power 
to other customers (thereby sharing the cost of line with the coopera- 
tive) would be kept on such a short-term basis that it would appear 
unacceptable to REA, and that “under present BPA policy” they 
would enter no further agreements for lease of cooperative-built lines. 
(See hearings, p. 1038.) 

Welty testified that on the very day on which Administrator Pear! 
signed the interchange agreement with Idaho Power Co., providing 
for an interconnection over which Bonneville could have wheeled 
power to Harney, the company offered Harney twice the amount of 
power it had earlier proposed to sell them, though the rate was sub- 
stantially the same, over 1 cent per kilowatt-hour. (See hearings p. 
1036.) The cooperative rejected this offer, which an REA official 
also had described as “very undesirable” in a letter to the Harney Co- 
operative. (See Appendix J, hearings, p. 1047.) 

The company’s third offer came in a meeting in September 1955, 
and this time it offered a reduction in the “ratchet clause” which had 
previously helped to push the average rate up. The Cooperative’s 
Board, according to Welty, tabled this offer. The Board instead, 
“determined to obtain a power supply which did not carry, in addition 
to extremely high cost, strings on load growth and on management” 
such as those proposed by Idaho Power Co. (See hearings, p. 1040.) 

The committee has learned that REA, meanwhile, as a result of a 
restudy by one of its irrigation specialists, has doubled its earlier 
estimates of the co-op’s demand and energy requirements for 10 years 
hence, and that on the basis of these new data has found a loan to 
Harney Cooperative feasible. The loan is being processed on the 
basis of a 5-year power contract with the Idaho Power Co. 

Bonneville Administrator Pearl, in response to questions, discussed 
the Harney Cooperative issues at some length. He said that BPA had 
considered Welty’s estimates of load growth from 1,500 kilowatts at 
the start to 5,000 kilowatts at the end of 10 years. He added that 
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other sources came up with less than 1,000 kilowatts to start with 
and 2,500 kilowatts after 10 years. He stated that reports of both 
Oregon State College and the United States Geological leans raised 
questions as to the extent that irrigation could be developed. He 
stated further that his men had checked the possibility of use of elec- 
tricity by the lumber industry or for development of minerals. Al- 
together, he said, the fact did not show economic feasibility for a 
Bonneville line to serve the cooperative even using the highest estimate 
of load growth. (See hearings, p. 1600.) 

Engineer Welty, having been responsible for the building of a con- 
siderable proportion of the cooperative systems in Oregon and Idaho, 
testified that the Bonneville feasibility studies were based on high cost 
construction of the line. He said that he could build a line for the 
co-op equivalent in capacity to the line Bonneville proposed for half 
the cost estimated by Bonneville and a line of less, but adequate, ca- 
pacity for one-third of their costs. In a subsequent letter to the com- 
mittee, Welty cited instances in which Bonneville had agreed to the 
lease or lease-purchase method of supplying rural electric cooperatives, 
i. @., the snethod under which the cooperative borrows money from 
the REA and constructs the line, then leases it to Bonneville for use 
in delivering the power. He said in these cases there had been large 


savings in construction funds over the Bonneville estimates. He con- 
tinued: 


The normal cost computations by BPA of the class of line 
built is in the the round figure of $10,000 per mile, which is 
also the estimating figure used by the private utilities of the 
area. By careful planning we have been able to construct 
each for an average cost of $4,500 per mile or less. This is 
one of the reasons I have such ard shoe that my estimates 
for the a te Harney Co-op line are realistic. (See ap- 
pendix V.) 

In this letter Welty also called the committee’s attention to the fact 
that field representatives of REA are studying the advisability of de- 
signing systems for a progressive improvement plan on a 3,000 kilo- 
watt-hour per month average load—a figure 10 times or more the 


original estimate of the ultimate use which might be expected. He 
added : 


I believe that this represents a sensible approach to design 
and feasibility computations since it is clearly the trend of 
western power use. (See appendix V.) 


The committee concurs in this approach as in accord with develop- 
ments of the electric power age, and feels strongly that the Bonneville 
Power Administration handling of the Harney Cooperative proposi- 
tion too closely parallels the attitude of the power companies which 
held rural electrification back to only about 10 percent of the farms 
of the country prior to the coming of REA. 

In discussing the possibility of other loads for the line, however, 
Administrator Pearl acknowledged one significant omission in BPA’s 
survey which apparently flowed directly from the Interior Depart- 
ment change of policy. He said that Bonneville Power Administra- 
tion men had not to his knowledge checked as to whether California- 
Pacific Utilities Co., a small system serving in the vicinity of the 
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roposed Harney Cooperative operation, would buy Bonneville power 
Hf the line should be built. Hessid; 


Of course, they could get power from us, but if we were to 
enter into a contract with them, it would have to have a pull- 
back; and the period before we’d have to exercise that is 
pretty short; I don’t believe they’d be interested in BPA 
power under present circumstances. Of course, if an appre- 
ciable amount of generation came on, that might change the 
overall picture. (See hearings, p. 1606.) 


It appears clear from this explanation that a part of the Harney 
problem involves the present Interior Department. policy of with- 
drawing the Federal Government from power supply responsibility 
in the region, with the resulting failure to recommend the undertaking 
of new Federal projects. 

Administrator Pearl testified that he didn’t believe there was any 
discussion about arrangements for wheeling power to the Harney 
Cooperative. (See hearings, p. 1608.) In a letter responding to an 
inquiry from Senator Morse, of Oregon, which is in the record, he made 
it clear that their thinking on the matter of wheeling was conditioned 
by the same limited sense of Federal responsibility which he had 
advanced to explain why they did not look into California-Pacific 
Utilities Co. as a possible source of additional load. In the letter to 
Senator Morse, he said, in part: 


Your question concerning the possible revision of the ex- 
change agreement between BPA and the Idaho Power Co. 
does not appear to offer a solution of the Harney problem. 
The Baker-LaGrande intertie arrangement, which is ex- 
tremely advantageous to the Government, is for the disposi- 
tion of interruptible dump power which otherwise would 
have been wasted, as I pointed out to you in a previous letter. 
The agreement is for a period of 5 years and may be canceled 
at any time by either party. Consequently, it would not be 
a suitable medium for the inclusion of a wheeling provision, 
which would have to be for a longer term and on a firmer basis 
to have any value. 


We have checked this statement against the facts and find several 
things wrong with it. In the first place, the so-called “exchange 
agreement” is not for 5 years but for 20 years, although cancelable by 
either party on 3 years notice after the first 5 years. In the second 

»lace, the contract provides for the sale of more than dump power 
cause it requires the Government to operate Hungry Horse storage 
project during Idaho Power Co.’s peak-load sete on its demand 
and the energy to be furnished by Bonneville will, in general, be peak- 
ing power for the company. The fact that, on securing this contract, 
the company offered Harney Cooperative twice as much power as it 
had previously offered is significant. In the third place, the kind of 
interchange covered by the contract which BPA has entered into with 
the Idaho Power Co. has nothing to do with the possibility of includ- 
ing additional provision for wheeling Bonneville power to the Harney 
Co-op, because the power so wheeled would be firm power, withdrawn 
if necessary from power committed to nonpreference customers. 
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BPA clears budget with customers—Companies approve all items 


In connection with the Harney Electric Cooperative study, Admin- 
istrator Pearl was asked whether clearance would be required from 
the private utilities in the area before he would approve a line. Pear! 
said he was glad to have this question and replied : 


We have a plan at Bonneville wherein our activities are 
publicized and cleared. And before I enter into any contract, 
it is publicized especially to all of our customers, even our 
program for our budget * * * is sent to everyone of our 
customers, and each is asked to comment on it. * * * (See 
hearings, p. 1611.) 


He added with emphasis: 

And so, I would say to you that before I enter into any 
contract of any major importance, it would be cleared by 
everyone. And that is true of all our past contracts, includ- 
ing the Idaho Power contract (ibid.). 


We note that the Bonneville customers, whose clearance is thus 
sought, include all the private power companies in the Pacific North- 
west. The effect of soliciting their “clearance” for facilities designed 
to serve preference customers was illustrated in the testimony of Ben 
R. Little, manager of the Benton-Lincoln Electric Cooperative at 
Corvallis, Oreg. 

Little testified that a small paper mill with a prospective load of 
4,000 kilowatts requested service from the Benton-Lincoln Co-op and 
that to provide the service a short tapline would have to be built. 
He said that in their first discussions with Bonneville about the ar- 
rangements for this service he talked to men whose attitude was one 
of assistance and encouragement. At a subsequent meeting, he stated, 
one of these men advised him that “the matter had been taken out of 
his hands” and referred him to Deputy Administrator Byron Price, 
who had come to Bonneville in 1954. (See hearings, pp. 1104, 1120.) 

When he met with Price, Little testified, the Deputy Administrator 
immediately launched into a discussion which— 


in essence told us that it appeared impossible * * * for 
BPA to give us this source of power. 
Little continued : 


He told us that an item such as this could not be put in the 
budget unless there was complete agreement with the private 
power companies, and in this instance, since we were in com- 
aay with Pacific Power & Light Co., that company would 

ave to agree to this item being entered in this budget. (See 
hearings, p. 1104.) 


Little said that Callard, Bonneville director of operations and 
a reiterated “for all general purposes the same thing” 
(ibid.). 

After these revealing statements, Little said, the next thing he knew 
be _ the paper mill had become the customer of Pacific Power & 
aght Co. 

ittle had a significant comment to make on the contrast between 
the former p ure of the Bonneville Administration in the matter 
of its budget preparation and that which has prevailed since the 
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change of administration. He said that there was nothing new in 


xual efforts to get all their customers to agree on a budget. He 
added : 


However, in former years, if they did not agree, and BPA 
studies indicated the thing was possible, they would put the 
item in the budget, and then it was our responsibility to con- 
vince Congress the facilities should be built, which we did 
time and again. 


Referring back to Welty’s testimony about the Harney Co-op’s 
inability to get its line, Little said that “many times we have been 
able to obtain those facilities in the Congress against the opposition 
of the power companies” only to have the companies themselves imme- 
diately “tie on.” He cited as an example facilities at Lebanon. 
Oreg., where the company which originally opposed construction is 
now using half the capacity. (See hearings, p. 1111.) 

A review of the House and Senate Appropriations Committee hear- 
ings on the Interior Department appropriations for fiscal year 1955, 
and the public works appropriations bill for fiscal year 1956, reveals 
clearly the change in Bonneville budget procedure. For not only 
do we find no evidence of power company opposition to any items 
in the budgets submitted by BPA in 1954 and 1955, but we have 
Administrator Pearl’s own statement in the Senate fiscal year 1956 
hearings that all items of his budget have been agreed upon. He 
there said: 

This year we took up our budget plan with the utilities and 
our other customers before we formulated it and we can 
say that we have their complete approval and concurrence. 
That applies to all the budget (p. 253, hearings, Senate Ap- 
propriations Committee, Bonneville Power Administration, 
fiscal 1956). 


This is completely in line with BPA Deputy Administrator Price’s 
statement, as quoted by Little, that an item for the Benton-Lincoln 
Cooperative connection to serve an industrial customer “could not be 
put in the budget unless there was complete agreement with the pri- 
vate power companies.” 

Yet, when questioned about Price’s statement, Administrator Pear! 
said the statement, which was quoted to him from the record, “is not 
accurate,” explaining that he never heard of that statement being 
made and that it is not policy to clear these matters with the power 
companies in the area. (See hearings, p. 1660.) 

But we feel that the weight of the evidence is against the accuracy 
of Administrator Pearl’s response. It confirms, rather, the suggestion 
of Witness Little that, since the change of administration, no budget 
items are submitted by BPA which do not have the approval of the 
power companies in the Pacific Northwest. Truly, the companies 
have found a “pearl of great price.” 

Upon being questioned by committee members, Mr. Little explained 
that, since Benton-Lincoln Cooperative had a requirements contract 
with Bonneville, this series of events “indicates a breach of that con- 
tract,’ through failure to meet the requirements of the contract by 
furnishing a source of power. (See hearings, p. 1108.) The result of 
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Bonneville’s refusal to deliver power to the cooperative * ag the busi- 
ness in the hands of the Pacific Power & Light Co. (See hearings, 
p. 1109.) . . ' 

Little added certain points which are essential to an understanding 
of the situation. These points are: 


(1) If his cooperative were refused the right to serve indus- 
trial loads in its area, its rates to farm and ranch people would 
probably have to be double what they are since service to in- 
dustries makes rural low-cost service possible. In other 
words, the more usage the co-op gets out of its lines, the lower 
the cost is to all. 

(2) If the private utility were to serve the industries in that 
area it wotild have to build duplicate lines, unnecessarily mul- 
tiplying investment. (See hearings, p. 1118.) 

(3) Cooperatives are hardly a threat to private utility com- 
— because the latter, serving much more concentrated 
oads, have a much lower investment per connected consumer. 
Little cited Harney Cooperative, with an anticipated $3,000 
investment per connected consumer, while he estimated the 
private power company investment per connected consumer 
in the Northwest at less than $400. (See hearings, p. 1119.) 

(4) In some instances Pacifie Power & Light Co. had 
turned down industrial loads which are now served by Ben- 
ton-Lincoln Cooperative. (See hearings, p. 1115.) 


Finally, when asked whether he thought it was right for the Gov- 
ernment to tax people all over the United States to raise the money 
to lend to his cooperative at low interest rates to put it into the busi- 
ness of furnishing power and to extend its operations to the point 
where it would come into competititon with private enterprise, Little 
simply replied: “We don’t think competition hurts anybody.” (See 
hearings, p. 1116.) 

We would point out that this touches the very heart of the matter. 
The Bonneville Act spells out the antimonopoly aspects of the pref- 
erence clause more clearly than most other statutes. Section 2 (b) 
bids the Administrator “to encourage the widest possible use” of all 
electric power to provide reasonable outlets therefor, and “to prevent 
the monopolization thereof,” and “authorizes” and “directs” him 
to provide, construct, operate, maintain, and improve such transmis- 
sion lines and other facilities “as he finds necessary, desirable, or 
appropriate” to transmit power to “existing and potential markets.” 

The Bonneville Power Administrator cannot transfer that func- 
tion to the private utility companies. On the contrary, the act is 
specifically designed to make power available to public bodies and 
cooperatives in the first instance through “preference and priority at 
all times.” The lawmakers understood that in the absence of such a 
provision, the private utilities would be the only ones in a position 
to get the power. The record shows that it is this competitive principle 
which the privately owned power companies are making an all-out. 
campaign to nullify and that since 1953 they have had the active 


assistance of the Department of the Interior in their efforts. 
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Interior Department pressure on preference customers to give up 
requirements contracts a direct result of abdication of Federal 
responsibility for Columbia Basin program 

The record contains sly MCI ME that the Department of the 
Interior, through the Bonneville Power Administration, is using every 
opportunity to coerce preference customers into accepting limited 
service in place of their original requirements contracts, 1, e., contracts 
under which Bonneville agrees to supply their power requirements. 
The evidence also suggests that the objective is to reduce preference 
customers to a par with nonpreference customers in the face of the 
impending shortage of Federal power supply resulting from the 
Administration’s abdication of responsibility for undertaking new 
projects in the Columbia River Basin program. 

Early in the hearings Alex Radin, general manager of the American 
Public Power Association, recommended that this committee inves- 
tigate the enforced ag. Fa Hy the 20-year contracts with the public 
agencies in order to limit the power to which these customers are 
entitled. Radin at the same time suggested that this policy be con- 
trasted with the preferred treatment accorded private utilities by this 
Federal agency. (See hearings, p. 174 et seq.) He predicated his 
testimony on his concept of the preference clause as a device to dis- 
tribute the benefits from the development of natural resources to the 
largest number of people and to prevent monopolization by private 
interests. He pointed out that this objective was specified most clearly 
in the Gubeneritie Act. (See hearings, p. 208.) 

Manager Norwood, of the Northwest Public Power Association 
explained generally how Bonneville applies this pressure. In the past. 
he said, public agencies and other preference customers had 20-year 
requirements contracts. Under a new policy adopted in 1954, Nor- 
wood added, preference customers with requirements contracts, who 
need changes in their conditions of service, are being asked to reopen 
their contracts in order to include two clauses which would limit their 
claims to power. (See hearings, p. 1152.) Norvood said that as a 
lever to insure that they renegotiate— 


they cannot get a new point of delivery or uny material change 
in their conditions of service unless they knuckle under to the 
new provisions. (See hearings, p. 1152.) 


The two new clauses for the requirements contracts are (1) a limi- 
tation on new industrial loads to no more than 10,000 kilowatts in any 
one year; and (2) a so-called insufficiency provision which would be 
invoked when Bonneville estimates its supply would not be sufficient 
to meet its firm loads. At that time Bonneville could on 5 years’ notice 
limit the customer to the amount of power it used in the year prior 
to the effective date of the limitation. 

Administrator Pearl’s letter of October 5, 1955, to Chairman 
Chudoff and his general discussion of contracts with preferred cus- 
tomers reveal the complications which the Interior Department’s shift 
of policy has introduced into the power supply problems, particularly 
of the rural electric cooperative and amalier public systems. (See 
WO-1, hearings, p. 1620.) 

The Administrator’s letter listed 19 rural electric cooperatives whose 
old contracts had been supplanted by new contracts when they asked 
either a new delivery point or a change in delivery point and three 
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other cooperatives whose new contracts were in process for the same 
reasons. The latter group included West Oregon Electric Coopera- 
tive. The letter also lists 10 public utility districts and 3 munici- 
pal electric systems where the new contracts had already supplanted 
the old. All of these, except Seattle, are designated as getting the 
new contracts when they asked new or changed delivery points. In 
the case of the Seattle municipal system the table indicates that it 
“wanted new contract.” 

Pearl stated in his letter that “where new points of delivery are 
requested they can be provided under a simple amendment to the 
existing contract.” He said that, as a rule, however, other changes in 
service to a customer have occurred or are expected to occur, and that 
it is simpler to draft a new document covering the whole contractual 
arrangement. He added that most of Bonneville’s customers urgently 
request such action as it automatically gives them an extension to the 
term of their contracts. He continued: 


Simple amendment to an ewisting contract is not possible at 
the present time, however, because of two limitation clauses in 
power supply. One is the requirements limitation by which 
customers must obtain 4, ve of BPA before undertaking 
to serve a new industrial load which will require more than 
10,000 kilowatts in any one year. The second is the clause to 
protect the Government against overcommitment in the event 
of a power shortage and providing that the customer will re- 
ceive 5 years advance notice of our ability to meet his require- 
ments. [Emphasis added. ] 


Pearl noted particularly that the limitations pertain to all cus- 
tomers, public and private, so far as power purchases from Bonneville 
are concerned. 

Lee Wooden, treasurer of the West Oregon Electric Cooperative, 
testified as to how pressure was applied to West Oregon Electric 
to accept a new contract. He stated that after the Bonneville Admin- 
istration and Con had approved a transmission line and substa- 
tion through which the cooperative would receive service, and the line 
had been built, the substation was held up during a lengthy course of 
correspondence in which BPA tried to persuade West Oregon to re- 
open its contract to include the two limitation clauses. (See WO-3, 
hearings, p. 1622.) Although Wooden’s testimony was not sufficiently 
clear as to whether a stop order had actually been issued, the doubt was 
cleared up by Administrator Pearl’s statement that— 


an informal hold order, based upon the Department of the In- 
terior’s wish that full agreement be reached on power contract 
matters before further og, tage ei were made for additional 
facilities and sponsored by the power manager’s office, was 
applied in June 1954. (See WO-1, hearings, p. 1620.) 


Pearl insisted that this was the only time a hold order had been 
used to increase pressure on a customer to reopen his contract and that 
it was canceled in December 1954. (See hearings, pp. 1630, 1619; 
WO-1, p. 1620; WO-1, p. 3.) 

Despite Pearl’s statement that this was the only instance of such 
pressure, r O. G. Hittle of the Cowlitz Public Utility District 
testified to similar treatment when the Cowlitz PUD required the in- 
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stallation of a second circuit breaker. He said that, after being put 
off by BPA representatives, Cowlitz was finally told that “certain 
policies were being considered in Washington, D. C.,” and that they 
could not have an amendment to their contract to cover the breaker but 
would need a completely new contract with the power limitation 
clauses. (See hearings, p. 1137.) Hittle added that Cowlitz had at 
least been able to hold the line against giving up its ets 
contract by paying over $400 a month rental for the needed circuit 
breaker, but they are fearful of what the future holds for them. 

In his prepared statement to the committee, Hittle attributed the 
marked change in BPA policies and practices to the “almost continu- 
ous association and pressures” of the “large utilities” on the “Depart- 
ment of Interior officials in Washington, D. C., and Portland,” which 
have been “guiding the administrative a and practices as they 
affect power supply in our area.” (See hearings, p. 1137.) 

He also said that the policy of inserting the limitation clauses into 
the contracts of the public preference agencies “largely resulted from 
* * * contract provisions negotiated with the private utility com- 
panies in the Northwest.” He said his group objected, claiming their 
contract was firm and that they ‘would do almost anything to avoid 
changing under these circumstances” (ibid., p. 4). 


_Hittle told of their continued good relations with the local Bonne 
ville staff, but said: 


We feel there is considerable pressure from the Depart- 
ment of Interior’s Washington oflices to keep us satisfied in 
the field as far as possible and at the same time have more anc 
more advantages go to the large utilities (ibid., p. 4). 

We are being actually somewhat discriminated against. 
We feel that perhaps the law is being reversed through ad- 
ministrative action (ibid., p. 5). 


In his discussion of the West Oregon Electric Cooperative case, 
Administrator Pearl began to intimate the connection between the 
new contracts with their limitations and the new Department of the 
Interior policy of local responsibility for power supply. Thus, he 
testified that it was “a departmental decision that those clauses woul 
be included in all contracts where a new contract was written.” He 
felt rather sure that Secretary Aandahl] made the decision. And, 
although not sure, he assumed that perhaps the decision coincided 
with the lack of new project starts. (See hearings, p. 1615.) 

Discussing the question whether the changed contract terms might 
not be a blow to the cooperative, Pearl said that depends on your 
thinking. He said: “If your attitude is that there will never be any 
more Federal generation, then I’d say that your statement is accurate.” 
He added : “But if there is more generation, this is in no way a limita- 
tion on a preferred customer.” (See hearings, p. 1616.) Later in 
his testimony he said he didn’t see why the imposition of a ceiling on 
the availability of power supply to the smaller systems, without their 
own generating facilities, would stagnate them. He said that all 
their contracts were written so that the preferred customer gets the 
power, “if we have it.” He said their figures indicated that, with 
the pull-back they have in the other contracts, they can take care of 
their preferred customers for at least the next 14 years if they have 
normal growth. (See hearings, p. 1625.) 
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Administrator Pearl then put his finger squarely on the reason for 
the limitation clause when he said: 


Because if no more prune comes in, the time will come 
when we’ll run out of power, that’s inevitable. (See hear- 
ings, p. 1625.) 


Subsequently, Pearl discussed the “limitation clause” as merely 
saying that— 


if and when there is not sufficient power available to give 
them additional power, all the power we have will be divided 
among them in accordance with the stipulated program which 
is a function of the power they used the previous year. (See 
hearings, p. 1635.) 


He continued: 


So again we are treating them all alike. We don’t want a 
little customer and a big customer here, when we come to a 
time when we have no more Federal power for them. Their 
ower the following year will be the same as it was the year 

fore. And that is another example of treating them fair. 
(See hearings, p. 1635.) [Emphasis added. | 


Administrator Pearl added that there would be 5 years notice of 
the insufficiency “to give them time to find other generation sources” 
(ibid.) [Emphasis added. ] 

The committee is convinced that the whole question of substituting 
limited obligation contracts for the old requirements contracts, as 
well as the insuperable obstacle imposed on a new rural electric co- 
operative like the Harney Co-op in getting Federal power at all, is 
just one aspect of the present Administration’s decision to substitute 
“partnership” projects for further Federal development of hydro- 
electric power as part of the great Columbia River Basin program. 
And the effect of it, particularly where rural electric cooperatives 
and other small nonprofit systems are concerned, will be to force them 
ultimately into dependence, like Harney, on higher priced private- 
power supply. There appears to be no question but that the very 
preapect of this will necessarily hamper the confidence of their 
growth. 

Administrator Pearl’s discussion of the power outlook makes the 
drastic nature of the Interior Department’s modification of congres- 
sionally established power policy in the Pacific Northwest crystal 
clear. It is a part of the broader shift, as we have noted in other re- 
gions, which is designed to restore private monopoly in the field of 
power supply and so to provide a basis for the ultimate elimination 
of public or cooperative competition in the distribution part of the 
electric business. 

The Bonneville Power Administration 1954 report stated : 


There is every reason to believe the power requirements 
of the Pacific Northwest can be met through new generation 
contemplated under the partnership program and construc- 


tion of recommended Federal multipurpose projects such as 
Libby Dam. 


When this was read to Administrator Pearl, he testified that when 
he wrote that he didn’t anticipate running out of power to the point of 
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eee nietion clauses on anything. He then retracted, admitting 
that “the timing doesn’t support that.” (See hearings, p. 1626.) He 
admitted also that Libby Dam was pretty well tied up because of 
the international problem. (See hearings, p. 1626.) 

Pearl indicated, however, that he was still one of the optimists that 
believed that, with all the interest in power development out there, 
“we will have power.” He referred to at least 37 applications for 
licenses or permits and said that “any generation that comes in, of 
course, helps the picture as a whole in the Northwest.” (See hearings, 
p: 1626.) One thing, however, became clear in his testimony. He 

idn’t consider that the Bonneville Power Administration had any 
responsibility for recommending new Federal power undertakings. 
He said that the Administration’s function was limited to marketing 
power from Bureau of Reclamation and Army engineer projects. He 
said those agencies would be the ones to recommend Federal projects. 
(See hearings, p. 1627.) 

Dealing precisely with the power outlook for preference customers, 
Pearl testified that with the projects under construction including 
Chief Joseph and The Dalles there would be approximately one-half 
a million kilowatts coming onto the Bonneville system each year for the 
next 5 years. He said there were no eo on authorized to pick up 
from 1961on. (See hearings, p. 1645.) e said further that this half 
a million kilowatts of new power a year is the power they have avail- 
able to take care of the growth of their preferred customers; “they 
get first option on it.” (See hearings, p. 1640.) He added subse- 
quently : 


When this period is over, if there’s no more generation com- 
ing on the line, we'd then start to pull back the power from 
private utilities until that’s completely exhausted. (See 
hearings, p. 1645.) 


This committee feels that such testimony reveals the sorry plight of 
the power policy established by Congress with the avowed intent of 
preventing monopolization of power supply. It is perfectly clear that 
the rural electric cooperatives and public utility districts, as well as 
the smaller municipal electric systems, in order to plan for their future 

ower supply, would have to begin looking to private power systems 
Ae before the new contract limitation clause comes into effect. And 
that means inevitably that their growth would be limited to the ex- 
pectation that, at some not too distant point, their power supply costs 
would rise. 

We would call the attention of Congress to the fact that these re- 
sults flow inevitably from failure to authorize the Hells Canyon 
project and failure to continue the orderly program as originally laid 
out by the Army engineers and the Bureau of Reclamation so that the 
John Day, Priest Rapids, Ice Harbor, Paradise, Rocky Reach, and 
other projects would take their places in the Bonneville power system 
as required, to prevent the enforcement of any limitations on the de- 
wash of preference customers. 








SECTION XI 


NEW POWER POLICY THREATENS END OF FEDERAL 
HYDRO DEVELOPMENT (NORTHWEST AND GENERAL) 


Previous sections of this report have exposed the methods adopted 
by the Department of the Interior and Rural Electrification Admin- 
istration in different parts of the country to compel public and co- 
operative electric systems to look elsewhere than to Federal power 
development for their future power supply. The testimony has 
shown overwhelmingly that this means dependence for future power 
supply on private — systems with a gradual restoration of their 
monoply in this field. To restore private monoply, despite the pref- 
erence to public bodies and cooperatives contained in every power 
marketing law, this administration has stopped the promotion of 
further power projects unless it can Sesaendla non-Federal agencies 
to undertake the constructiton of the projects or the development of 
the power associated therewith. 

This policy effectively moves the partnership arrangement back to 
the dam, which means that a great majority of the municipal and 
cooperative systems are excluded. With no additional Federal power 
supply coming in, the cooperatives in Georgia can be told that there 
is not enough Federal power to meet their expanding requirements 
and that they must remain customers of the Georgia Power Co. The 
municipal and cooperative systems in Missouri, Arkansas, and Okla- 
homa can be told that they are limited to their present contract de- 
mands and must integrate with the private companies to meet their 
growing needs. Similarly, the preference customers in the Pacific 
Northwest can be told that they must exchange their unlimited con- 
tracts for new ones which enable the Bonneville Administrator to im- 
pose ceilings on their Federal power supply. 

In other words, the committee reports that fundamental to this 
entire attempt to change Federal power policy by administrative fiat 
is the determination to end Federal participation in modern regional 
power supply in connection with multiple-purpose river-basin pro- 
grams. We would point out that this involves a denial to the people 
of the very great advantage which they are entitled to derive from the 
constitutional perso of the Federal Government to develop water 
power as a part of such programs. 

Clyde T. Ellis, general manager of the National Rural Electric 
Cooperative Association, summed up the situation when he told the 
committee: “In the Pacific Northwest * * * the wheels of river basin 
development have come to a complete standstill.” (See hearings 
entitled “Certain Activities ing Power, Department of the 
Interior—Changes in Power Line Regulations,” 84th Cong., 1st sess. ) 

“The administration,” he said, “has not recommended funds for 
Federal construction of a single additional multiple-purpose project 
for the Pacific Northwest, since it took office in 1953.” Instead of 


78584—56——11 153 





d 
5 
5 
z 
5 
> 
: 
: 
: 








154 PUBLIC POWER PREFERENCE CUSTOMERS 





forging ahead with badly needed new Federal projects, he said, the 
administration has “attempted to impose upon the people of the area 
various so-called partnership schemes.” The consequences of this 
policy, Ellis pointed out, will be to “turn the river-basin development 
program of the Northwest over to the control of electric utility com- 
panies” (ibid.). 

Speaking with concern for the future power supply of the rural 
electric cooperatives which he represents, Ellis said that the proponents 
of partnership “with pontifical but impractical righteousness,” assert 
that power supply is the ree nce of the vaste people of the 
area. But, he said, though these proponents “blithely avow” that 
their Pe Bhan permit local groups to participate in the partner- 
ships, the benefits of future resource development under such a pro- 
gram would, in fact, be largely diverted into the hands of investor- 
owned utilities (ibid.). 

Alex Radin, general manager of the American Public Power Asso- 
ciation, deplored the events of the last few years during which, he 
asserted, “the passive role taken by the Federal power agencies in seek- 
ing new starts of multipurpose hydroelectric power projects in the 
Pacific Northwest and elsewhere” has been a “serious blow against 
public agencies * * * as well as against the general economy and 
well-being of the entire area.” (See hearings, p. 173.) 

Officials define departmental policy 

The only Interior Department official who questioned the local 
responsibility philosophy of the Department was Southwestern Power 
Administrator Douglas G. Wright, who has headed SPA since its 
inception. (See hearings, p. 1312.) 

Assistant Secretary Aandahl, in his prepared statement, propounded 
the now familiar line that Federal power, generated incidentally only 
to flood control, irrigation and navigation projects, made “a valuable 
contribution” to national power supply. (See hearings, p. 1198.) He 
proclaimed that “Interior has the responsibility to actively plan and 
request congressional Sperone, for construction of those projects 
beyond the ability of local people to finance,” but that people locally 
are meeting the primary responsibility. (See hearings, . 1198.) 

Aandah] called the Tennessee Valley Authority a “Federal socialis- 
tic monopoly,” and said that in the Pacific Northwest Federal power 
activity has reached 58 percent of the total. But, he pointed to the 
“significant * * * resumption of local responsibility” which had 
taken place in the Pacific Northwest, and said this was due to a lifting 
of the threat of Federal regional monopoly and absorption of local 
investments, and the recent reemphasis of the partnership approach by 
responsible members of the Federal Government. (See hearings, p. 
1199. 

‘Agadahl dispelled any doubt that the Interior Department accepted 
even a remnant of utility responsibility. He said that in its power 
policy statements, “Interior has tried to make it abundantly clear that 
any power requirements that a customer may have above the amounts 
then available from the Government must come from non-Federal 
sources, “and it is the customer’s responsibility to arrange for it.” 
(See hearings, p. 1199.) Aandahl contended that this policy served as 
protection to the customer so that he would “not be caught in the trap 
of depending on Federal power that will not be available.” (See 
hearings, p. 1199.) 
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The committee notes that, in referring to the Tennessee Valley 
Auth®rity as a “Federal socialistic monopoly” and linking it closely 
with the Pacific Northwest, with the further comment that these were 
the only two areas with power shortages, Aandahl was using the very 
language devised by the private utility advertising programs after 
testing the effectiveness of such phrases in public opinion surveys. 
With regard to Aandahl’s reference to the TVA, the majority leader 
of the House, who participated in the questioning, pointed out that 


as an official occupying a responsible position * * * with the 
Congress having passed * * * the legislation which brought 
about TVA * * * as well as other projects of a multiple- 
eerpoes nature where power is involved, it is rather difficult 

or me to understand * * * why you should officially make 
such a statement. (See hearings, p. 1284.) 


This committee cannot too strongly condemn this mouthing of power 
company propaganda as a screen for the Interior Department’s 
efforts to relinquish its statutory responsibility for the continued 
development of our river-basin resources on a comprehensive basis. 
While Aandahl testified in generalities, the Department’s attitude and 
its effect appeared in more detail especially in the testimony of Bureau 
of Reclamation Director Harold Nelson and Bonneville Administrator 
William Pearl. 

Director Nelson testified that his duties included recommending new 
projects for construction by the Bureau of Reclamation. When he 
was asked about potential future projects in southern Idaho, he men- 
tioned the Narrows, Palisades casein reservoir, American Falls, 
Guffey, and later, after being reminded of it, Scriver Creek. (See 
hearings, pp. 1563, 1568.) He expected to have investigatory reports 
on Guffey and the reregulating dam by the end of the fiscal year and 
said he was in the process of “indexing up” American Falls power- 
plant, i. e., bringing it up to current price level. (See hearings, p. 
1565.) 

Nelson emphatically denied that he had “primary responsibility” 
for anything other than irrigation development, although he admit- 
ted that in the process he had gotten into “quite a considerable power 
operation but only to the extent as a marketing agent for the power 
that we have.” (See hearings, p. 1570.) 

Again, when he was asked whether, if there was other Federal 
power, he would close his eyes because a policy has been enunciated 
and handed down to him, he replied with the limited statement that— 


if there were power that we needed for irrigation purposes, 
IT am sure we would have an interest, but not for loads * * * 
that are not connected with any of our irrigation projects. 


That, he understood to be the “departmental policy.” (See hearings, 
p. 1570.) 

At the same time, Nelson testified, his office did the technical work 
on the Mountain Sheep and Pleasant Valley —- on the middle 
Snake which have no irrigation features. ( hearings, p. 1568.) 


These reports, he indicated, have been resting in the Washington 
office for 2 years. He conceded that in 1952, he had testified in sup- 
port of the Federal Hells Canyon project, based on the need for a 
lot more power, but not because that project had any irrigation fea- 
tures other than potential financial contribution to irrigation devel- 
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opment. That gL seh was the last project of any size whigh the 
ureau actively supported. 

Nelson gave only a lame and evasive reply when he was asked by 
the chairman what would happen to any of his future projects if 
private utilities continued to usurp sites originally contemplated for 
construction by the Bureau, with the Government idly standing by. 
There was little he could say, inasmuch as since 1952, Tdaho has lost 
about 600,000 kilowatts of potential Federal power supply of formerly 
recommended and actively promoted capacity in the American Falls, 
Scriver Creek, and Hells Gangor projects. This total counts only 
that portion of the Hells Canyon project which would have been 
specifically reserved to Idaho in the authorizing legislation. 


Bonneville Power Administration ceases to plan power supply for 
region 

The decline of the Bonneville Power Administration as a planning 
agency, taking responsibility in the power development of the Pacific 

orthwest, is reflected in the testimony of Administrator Pearl. It 
was described in the record of the committee’s earlier hearings by 
C. G. Davidson, former Assistant Secretary of the Interior. It also 
ee in the annually published “advance program” of the Bonne- 
ville Power Administration. 

Because of its unique situation, the Northwest had been an area 
of an especially concentrated Federal effort. By the same token, 
like TVA, it has now become a laboratory for the so-called “partner- 
ship” policy. It is no coincidence that both areas are also the chief 
targets of the private utility onslaught. 

The committee notes that, unlike the Tennessee Valley, the Columbia 
River Basin is almost entirely dependent upon hydroelectric power 
foritsenergy supply. It produces little coal and no oil or natural gas. 
But, it has more abundant waterpower resources than any other 
region of the country. The size of streamflow in the Columbia and 
its tributaries has long aroused the imagination of engineers to devise 

lans for integrated Sivclonusenit of the various streams to wrest the 

argest possible benefits of flood control, irrigation, power, and 
navigation. 

At the request of Congress to the Army engineers, a master plan 
was prepared in 1932 and revised in the late 1940’s. It was printed 
in eight large volumes in 1950 (H. Doc. 531, 81st Cong., 2d sess.). 

This comprehensive plan was designed to yield a maximum package 
of combined benefits in flood control, mee arms power, irrigation, 
fishery protection, and other water uses. jects so far built and 
now under construction are all parts of this plan. 

Until 1953, the various Government agencies, guided by their engi- 
neers, diligently pursued this plan and schedul saccanll projects 
in the order determined by the needs of the basin, weighing one 
against the other. 

We cannot condone the fact that, since 1953, the administration has 
taken no steps to carry on this carefully worked out plan for the 
development of the water resources of the Columbia Basin. It has, 
in fact, obstructed its continuation and has done its best to destroy 
it. Despite lipservice to continued river-basin planning, the admin- 
istration has turned this function over to the private utilities who 
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have been r to gras this opportunity to divert the low-cost power 
potential of the Columbia into their own channels. 

With the official announcement of the “partnership” policy, origi- 
nally proposed by the private utilities and finally adopted by the ad- 
ministration, five of these Northwest private electric utilities inco 
rated the Pacific Northwest Power Co. with a charter which would 
permit them not only to undertake projects which are included in 
the Federal program but also to buy out all Bonneville Power Ad- 
ministration facilities and all Federal dams. The willing coopera- 
tion of the administration and the roster of Interior Department 
officials participating in the first stages of such a program is reflected 
in the preceding section of this report. 

Bonneville “advance programs” disregarded 

An examination of the last several annual “advance programs” 
published by Bonneville Power Administration confirms the general 
impression that the present administration has turned from a pro- 
gram based on engineering-economic studies to one oriented to politi- 
cal considerations. 

In 1953 “advance program,” prepared before the change in admin- 
istrations, a serious power shortage was predicted for 1960-61— 


unless additional multipurpose dams are started on the 
Columbia River and its tributaries in 1953, and succeeding 
years (p. 1). 

As Administrator Pearl testified, everyone should have known 
about this situation. But nobody at Interior, from Secretary McKay 
on down, recommended that the Congress appropriate funds for any 
of the authorized projects or that it authorize new ones. Congress, 
therefore, did neither, and the power shortage is looming with more 
certainty. 

The same “advance program” stated that to satisfy the region’s 
power demands, two major projects—Ice Harbor and Hells Canyon 
or alternative undertakings of equivalent capacity—“must be 
launched in the fiscal year 1954.” But the administration withdrew 
its support from Hells Canyon in May 1953 and Ice Harbor was not 
begun until fiscal year 1956 by action of Congress which, despite the 
absence of administration recommendation, voted $1 million for this 


pu . 

The 1954 “advance program,” the first signed by the new Bonne- 
ville Administrator, Pearl, begins by recounting the great strides 
made in adding power generation, without noting that all of it had 
been started during the previous administration. Yet the report 
admits that— 


by 1961-62 * * * the region may face a serious and growing 
a shortage unless new generating plants are constructed 
p.1). 

The “program” calls the need for new generation “urgent” but for 
the first time in the history of 15 years of Bonneville “advance pro- 
gram” reports, it makes no recommendations for new construction 
of Federal projects. It points out that past projects, because of their 
“mammoth e” and “diverse benefits” have been mainly Federal 


and invites “local participation in the construction and financing 
of large multipurpose projects” (pp. 2-3). 
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The 1954 “program” also states that— 


the Federal Government will continue to develop plans for the 
fullest use of the Pacific Northwest’s water resources— 


but it does not indicate whether it will (1) recommend Federal Se je 
to carry out the plans or (2) reject partnership or other non-Federal 
projects which conflict with such plans (p. 6). It contains a new 
table listing “Non-Federal hydroelectric projects under consideration” 
(table 10) which gives the names of 33 projects. Based on this list 
and on anticipation of the Federal Libby project, the report states— 


it is reasonably certain that some of the projects now under 
consideration—both Federal and non-Federal—will be 
started in the relatively near future (p. 28). 


The 1955 “advance program” contains a similar table but it is 
entitled “Hydroelectric Projects Under Active Consideration, August 
4, 1955” (table 6). It contains 45 projects, including several in 
Canada, and several previously considered for Federal construction. 
It is most interesting that only one project of the 1954 list of projects 
has been transferred to the table listing projects actually under 
construction in 1955 (table 5). 

The 1955 “advance program” admits that— 


despite the rapid growth of power resources, the region has 
reached a point where economic and industrial expansion will 
be hampered unless tremendous amounts of additional sup- 
plies are made available (p. 2). 


Referring specifically to the 45 projects in the table, the “program” 
contends that— 


the present Federal power policy, by emphasizing local in- 
itiative, has greatly encouraged the investigation and plan- 
ning of hydroelectric resources in the Pacific Northwest (p. 


3). 


But the report glosses over the fact that, with only one out of the 
33 projects listed in the 1954 report actually under construction in 
v1955 the prospects for future power supply are none too bright. 
Nor does it note that in a number of instances private modification 
of the originally planned Federal projects will seriously impair the 
value of the total program for flood control and conservation storage. 

At the conclusion of a chapter entitled “Progress of the Partner- 
ship,” the 1955 “program” report states that the Federal agencies 
and their “non-Federal partners” are all working toward the goal 
of “orderly and systematic development of the Columbia River's 
multiple resources for the needs of a growing population” (p. 5). 
The report does not explain how orderly and systematic development 
can be accomplished by 21 different entities “actively considering” 
45 different projects. Nor does it mention that the Pacific Northwest 
Power Co. and its associates, all but one of which are former sub- 
sidiaries of Electric Bond & Share utility holding company, predom- 
inate in this roster of ay case projects. EBASCO Services, Inc., 
engineering subsidiary of Electric Bond & Share, is the coordinating 


agent for over half of the hydro projects listed in the 1955 “advance 
program” of the Bonneville Power Administration. 
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This committee is convinced that the 1955 “advance program” 
documents the progress of decay in the program for the comprehensive 
unified development of the Columbia River Basin. At the same time 
it spells out the policy of ultimate starvation imposed on the pref- 
erence customers, particularly rural electric cooperatives. 

We cannot emphasize too strongly that this program of the present 
administration is not the program adopted by Congress over the last 
half century. It is not the program reenacted again and again by 
Congress when it snthintond preparation of plans for river-basin 
development and then implemented them by authorizing specific 
projects and appropriating funds. It provides neither the rate yard- 
stick nor the buffer against private monopoly contemplated by Con- 
gress; it is, rather, the program long advocated and sponsored by the 
private utilities, in their resolutions, publications, propaganda and 
advertising campaigns designed to destroy the legally established 


Federal power program and to abandon the field to untrammeled 
monopoly. 
Need for prompt congressional action 

In this section we have suggested how the present administration’s 
deliberate reversal of Federal resources and power policy, without the 
consent of Congress, threatens ultimate destruction of the compre- 
hensive program for development of the Columbia River Basin and 
the Pacific Northwest. 

We have suggested further what this would mean to rural electric 
cooperatives, public power districts and other relatively small public 
electric systems, which must look to larger public agencies for low- 
cost power supply or be threatened with ultimate absorption by big 
private power systems moving toward complete monopoly. 

We have emphasized the situation in the Columbia River Basin 
because, with multipurpose development, this basin offers the largest 
hydro possibilities available anywhere in the country. But what is 
happening there is just one manifestation of what is happening to 
the Federal water resources and power program throughout the coun- 
try as a result of the present administration’s deliberate choice of 
partnership with private power monopoly. 

In the country’s other great regions the administration has virtually 
disowned Federal responsibility for the full, comprehensive develop- 
ment of river-basin resources. And this has served a major purpose 
of its private power partners, to bring to an end the availability of 
low-cost Federal power supply for the people’s nonprofit electric 
systems and to use it for their own profit. Yet, in the words of the 
Attorney General, Congress has time and again shown special “solici- 
tude” for such systems which alone provide a check on the huge private 
monopolies which would otherwise dominate our entire economy. 

On the basis of the serious situation revealed by our investigation, 
we are convinced that Congress is presented with no more important 
task than (1) the prompt elimination of Federal officials who cannot 
be trusted to carry out the Government’s resources and power program 
in accordance with established law; and (2) the equally prompt 
reactivation of that program through the necessary authorizations and 
appropriations for new Federal projects which will contribute to 
regional power supplies and the transmission facilities required for 
marketing such power in accordance with traditional preference 
policy which Congress itself has established. 
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APPENDIXES 


Appenpix I 


Juny 15, 1955. 
The honorable the Secrerary oF THE INTERIOR. 

My Dear Mr Secretary: Pursuant to our conference at the White 
House this afternoon, I am enclosing herewith my opinion concerning 
the proposed contract with the Georgia Power Co. for the marketing 
of electric energy generated at the Clark Hill Reservoir project. The 
Department of Justice will be pleased to confer with you at any time 
concerning the form of contract that is to be tendered to the preference 
customers, 

Sincerely, 
Hersert Browne, Jr., 
Attorney General. 


Juny 15, 1955. 
The honorable the Secrerary or THE INTERIOR. 

My Dear Mr. Secretary: I have your letter of February 28, 1955, 
endorsing the request of the Under Secretary for my opinion as to 
the legality of a contract which your Department, through the South- 
eastern Power Administrator, proposes to execute with the Georgia 
Power Co. for the marketing of electric energy generated at the Clark 
Hill Reservoir project. I also have your Department’s letters of 
February 14, 15, March 4, and March 11, 1955, regarding this matter. 

It appears that your question is whether the proposed contract is 
authorized in view of the provision of section 5 of the Floor Control 
Act of 1944 (58 Stat. 890, 16 U. S. C., sec. 825s) for preference in 
the sale of power and energy to public bodies and cooperatives. My 
opinion is confined to this question. I have not considered either 
the wisdom or expediency of the contract as such, which are matters 
solely for your decision. 

Section 5 of the Flood Control Act reads as follows: 

“Electric power and energy generated at reservoir projects under 
the control of the Department of the Army and in the opinion of 
the Secretary of the Army not required in the operation of such proj- 
ects shall be delivered to the Secret of the Interior, who Phall 
transmit and dispose of such power and energy in such manner as to 
encourage the most widesp use thereof at the lowest possible rates 
to consumers consistent with sound business principles, the rate sched- 
ules to become effective upon confirmation and approval by the Fed- 
eral Power Commission. Rate schedules shall be drawn having regard 
to consumers consistent with sound business principles, the rate sched- 
ules to the capacity of the electric facilities of the projects) of the 
cost of producing and transmitting such electric energy, including 
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the amortization of the capital investment allocated to power over 
a reasonable period of years. Preference in the sale of such power 
and energy shall be given to public bodies and cooperates. The Sec- 
retary of the Interior is authorized, from funds to be appropriated by 
the Congress to construct or acquire, by purchase or other agree- 
ment, only such transmission lines and related facilities as may be 
necessary in order to make the power and energy generated at said 
projects available in wholesale quantities for sale on fair and reason- 
able terms and conditions to facilities owned by the Federal Govern- 
ment, public bodies, cooperatives, and privately owned companies. 
All moneys received from such sales shall be deposited in the Treasury 
of the United States as miscellaneous receipts.” [Emphasis added. | 

The Clark Hill project is one of those authorized by Congress in 
the Flood Control Act of 1944. (See 58 Stat. 894.) Yotate on the 
Savannah River approximately 18 miles northwest of Augusta, Ga., 
it is, as I understand it, a multiple-purpose project for flood control, 
stream regulation, navigation, and power. Its power component, 
which began pater in 1953, has a capacity of 280,000 kilowatts. 
Of this one-half has been allotted to the State of Georgia and is the 
subject of the proposed contract. The Georgia Power Co. is a pri- 
vately owned public utility organized under the laws of Georgia; it is 
engaged in the business of selling electric power to the public and it 
owns and operates generating plants and transmission and distribu- 
tion systems in Georgia. It further appears that there are in the area 
presently served by the power company in Georgia a number of muni- 
cipalities owning electric distribution systems and electric member- 
ship corporations, which are public bodies and cooperatives within the 
os of the preference provision of section 5 of the Flood Control 

ct. 

It appears that none of the “preference customers” owns or controls 
transmission facilities connected with the Clark Hill project and that 
the Federal Government has no transmission facilities whereby it can 
transmit Clark Hill power to the preference customers. It is stated 
that the construction of such facilities by your Department is depend- 
ent upon appropriations by the Congress which have thus far been 
denied. It is also said that the power company is presently serving all 
of the preference customers within its service area through its facili- 
ties, that such facilities are adequate to transmit power from Clark 
Hill to the preference customers, and that there exists no other medium 
within Georgia having electric facilities adequate to transmit power 
from Clark Hill to the ultimate consumers thereof in Georgia. 
Finally, you advise me that the energy is now being sold to the power 
company on a temporary basis. 

The proposed contract provides for the sale, at stated rates, of one- 
half of the Clark Hill power to the power company for a period of 15 
years subject to cancellation by either party upon 3 years’ notice. The 
power company in turn agrees to sell power, at stated rates, to pref- 
erence customers to be designated by the Southeastern Power Admin- 
istration. I am advised that the additional cost to the preference 
customers will be no more than that due to ee transforming, and 
delivering the energy. It is further provided that the Government 


may withdraw a specified amount of power during any one year, upon 
6 months’ notice, in the event that either the Government or the pref- 
erence customers shall have constructed transmission facilities ade- 
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quate to receive power without the utilization of the facilities of the 
power company and that the entire amount may be withdrawn upon 
3 years’ notice. The contract also contains a provision, as required 
by section 5 of the Flood Control Act, that the rates to be charged the 
power company shall be subject to the approval of the Federal Power 
Commission. I note also that the contract recites that the sale of the 
power to the power company satisfies the provisions of section 5 in 
that— 


“(a) public bodies and cooperatives will obtain all benefits 
of such available power at whatever price and other advan- 
tages as may be provided under Section 5 of the Flood Con- 
trol Act of 1944; (b) such public bodies and cooperatives 
may obtain any additional power 9 meer by them from the 
Company; (c) any power not used by said Preference Cus- 
tomers will be used to serve other customers of the Company, 
thereby providing for the sale of the entire available output 
of the Project and (d) there will be a widespread use of 
such available power by public bodies, cooperatives, and 
others at the lowest possible rates, consistent with sound 
business principles; * * *” 


It also appears that if the above contract is executed it is the inten- 
tion of your Department to enter into a contract with the cooperatives 
whereby the Government will agree “that it will cause to be delivered 
monthly to the Cooperative, in accordance with the terms and condi- 
tionsof * * * (the contract) between the Government and the (Geor- 
gia) Power Company” a stated amount of electric energy. 

I am given to understand that the Georgia Electric Membership 
Corp., a cooperative organized under the Georgia Electric Member- 
ship Corporation Act (Georgia Code, sec. 34A-101 et seq.), and the 
members of which consist of local rural cooperatives, objects to the 
above arrangement for the disposition of the Clark Hill power and 
has submitted competing proposals which are pending before your 
Department. It proposes to purchase all of the power involved “at the 
bus bar” at rates to be fixed by the Government and approved by the 
Federal Power Commission. One of its proposals contemplates that 
it would enter into an agreement with the Georgia Power Co. for 
“wheeling” of the power to preference customers, or in the event the 
power company refused to wheel the power that it would apply to the 
proper regulatory body for an order ya; the power company to 
do so. Under its alternate proposal, it would sell the power to the 
power company or exchange it with the company, and in return the 
company would sell power to the member cooperatives. It describes 
these proposals as “firm and continuing offers to purchase all of the 
power and energy assigned to Georgia from the Clark Hill project,” 
and states that it is wi ea, bar negotiate with respect to any provisions 
of the proposals as to which there may be disagreement. The co- 


operative’s letter of February 8, 1955, asserts that somewhat similar 
arrangements have been entered into by the Department of the Interior 
with respect to power generated at other dams. Specific reference 
is made to an agreement of November 17, 1953, between the South- 
western Power Administration and the Bravos Electric Power Co- 
operative, Inc., a Texas rural cooperative, for the sale to the coopera- 
itney Dam under an arrangement 


tive of power generated at the 
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whereby the cooperative resells the power to the Texas Power & 
Light Co. You inform me, however, that in the instant case the 
Georgia Power Co. refuses to enter into any such arrangement. For 
the purpose of this opinion it is assumed that the Georgia statute is 
sufficiently comprehensive to permit the Georgia Electric Member- 
FG Corp. to proceed in this manner. 
n your Department’s letter of February 14, 1955, it is said that 
during the past 4 years the Georgia cooperatives “have made no 
rogress toward securing any finances, either by borrowing or by 
ederal appro riation, and are, therefore, utterly unable to actually 
receive * (the) power or to pay for it,” and that an analysis made 
by the Rural Electrification Adlecaleteotion of the amount of the in- 
vestment necessary by the Federal Government or the cooperatives 
to enable the latter to receive the power without the intervention of 
the Georgia Power Co. discloses that some $74 million would be re- 
quired. This, it is stated, would increase the cost of the power from 
6.23 mills per kilowatt-hour provided in the proposed contract with 
the Georgia Power Co. to 10 mills per kilowatt-hour. And in the 
letter of March 11, 1955, your Department states the following: 

“* * * Georgia Electric Membership Corp. arguments are grounded 
upon an assumption that it is equipped to buy, transmit, and deliver 

ower. Nothing could be further from fact. The corporation is 
argely a paper corporation. It does not own or control transmission 
facilities. It has no contracts to build such facilities. It is not finan- 
cially able to construct transmission facilities required. In other 
words, the corporation does not have the physical means to take elec- 
tric energy nor to deliver that energy to preference customers. If 
the corporation cannot deliver the energy, it cannot receive payment. 
If it cannot receive payment, it cannot pay the Government for the 
energy. How, then, can the Government contract to sell and deliver 
energy to the corporation ? 

“The Georgia Electric Membership Corp.’s current proposals have 
this ultimate objective in mind. e ownership kind title to fed- 
erally produced power must, from the instant of generation, pass into 
the corporation’s hands. From that point on the corporation will 
(1) deal with Georgia Power Co. to resell the power to it and the con- 
sumer co-ops will then i firmed up or supplemental power from 
the company; or (2) the GEMC will have to revert to its former posi- 
tion that the Government is obligated to transmit and deliver the 
power to the consumer co-ops, which means the Government must 
construct extensive transmission lines. The power company has 
steadfastly refused to consider (1). The Congress has not appro- 
priated money to accomplish (2). 

It is also said that the proposed contract “is as favorable to the 
cooperatives as any other arrangement would be” and from the 
standpoint of the preference customer “is the equivalent of the widely 
accepted wheeling contracts used by the Government and which are 
recognized as being in full accord with ‘preference’ laws.” It ap- 
pears, however, that the ‘ty “acre does not agree. It all that 
there is a wide disparity in the economic benefits which would accrue 


to its members should the power company’s proposal be accepted 
rather than its own. Finally, your Solicitor’s memorandum, a copy 
of which was submitted with your Department’s letter of February 14, 
concludes that under the circumstances here present you are author- 
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ized, in your discretion, to contract for the sale of the power to the 
Georgia Power Co. 

The cooperative, in the memorandum submitted by its counsel tu 
your a in support of its offer, makes the following argu- 
ment (p. 28) : 

“It 4 the position of the GEMC that when it as a nonprofit cooper- 
ative membership corporation organized under the laws of Georgia, 
composed of 37 rural electric cooperative members, offers to purchase 
the power at the dam from the Government at the price fixed by the 
Government, the facts require the application by the Secretary of 
the preference provision of section 5 of the Flood Control Act of 
1944. The transmission of the power would be GEMC’s problem 
and not the Government’s; however, it wishes the Secretary to be 
fully advised. It would undertake to work out an agreement with 
the Georgia Power Co. The GEMC does not believe and is not willing 
to anticipate that in the event its proposal to purchase the power is 
accepted the Georgia Power Co., which is a public utility exercising 
substantial rights, privileges, and benefits given to it by the public, 
including the power of eminent domain, will so far > Swe se its 
corresponding obligations to the public as to refuse to carry the 
power to the preference customers over its transmission facilities for 
a reasonable compensation. In the event that the power company 
did refuse to wheel the power for a reasonable compensation, the 
GEMC would utilize the statutes adapted to meet that situation.” 

The statutes referred to are section 202 of part II of the Federal 
Power Act (49 Stat. 847, 16 U.S. C., sec. 824a), dealing with inter- 
connection of facilities of public utilities en d in the interstate 
transmission and sale of electric energy (see Fe seral Power Commis- 
sion v. Idaho Power Company, 344 U.S. 17), and section 93-307 of 
the Georgia Code of 1933. It is then said that “It is apparent that 
the proposal of GEMC contemplates that it must have a reasonable 
time to make arrangements for the transmission of the power if its 
proposal is accepted. What is a reasonable time depends upon all 
of the circumstances of the particular case. * * * . The circum- 
stances here are that the GEMC would need time to negotiate with 
the power company, who has the only transmission line to the load 
center, for a transmission agreement or, in the event the power com- 
pany refuses to enter into such an agreement upon reasonable terms, 
would require time to obtain a ruling from the proper regulatory 
body permitting use of such facilities upon the payment of adequate 
transmission rates” (memo. 29-30). 

Citations are given to the preference requirements of other Fed- 
eral power statutes containing “reasonable time” provisions, such as 
the Boulder Canyon Project Act (43 U. S. C., sec. 617d (c)), the 
Tennessee Valley Authority Act (16 U. S. C., sec. 831k), and the 
Bonneville Project Act (16 U. S. C., sec. 832c (d)). For example, 
the last cited provisions are that in order “to preserve the * * * 
preferential status of * * * public bodies and cooperatives” with 
respect to the disposition of electric energy, they shall be afforded 
“reasonable time and Seen to take any action necessary to 
authorize the issuance of bonds or to arrange other financing neces- 
sary to construct or acquire great and desirable electric distribu- 
tion facilities * * * .” And, it will be noted that the Bonneville 


Project Act further protects the preferential status of public bodies 
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and cooperatives by providing that an application of such an organ- 
ization is not to be y nied, or a competing application of a private 
corporation granted “until after a reasonable time, to be determined 
by the Administrator (of the project), has been afforded such public 
body or cooperative” to issue or market securities needed to enable 
it so sell and distribute the electric energy proposed to be purchased 
(16 U.S. C., sec. 832¢ (c)). 

I note that in the memorandum of your solicitor it is stated with 
reference to the cooperative’s intention “to secure an order from the 
Federal Power Commission or the Public Utility Commission of the 
State of Georgia, compelling the Georgia Power Co. to carry this 
power” that an examination of the law leaves “considerable doubt” 
as to the jurisdiction of those agencies to enter such an order. How- 
ever, the memorandum does not foreclose the possibility of successful 
legal action. Moreover, it is said that, apart from the legal question, 
it is apparent that it would be “a matter of months and possibly of years 
before such an order can be made effective and before any power will 
be actually transmited by the company to the co-ops.” 

The problem which confronts me is to ascertain the meaning which 
the Congress intended to give to the provision of section 5 of the 
Flood Control Act that “preference in the sale of * * * power and 
energy shall be given to public bodies and cooperatives”. As one 
of my predecessors has aptly observed: “In construing any statute the 
legislative intent, if it can be ascertained, must control; and in arriv- 
ing at the legislative intent the entire statute, its form, its several 
parts, its purposes, its relation to other statutes, and the effect of con- 
struing it one way or another, must be considered” (39 Op. Atty. Gen. 
42,44). Applying these criteria to the case at hand, it is my opinion 
that section 5 means that when the Secretary of the Interior has before 
him two competing offers to purchase power, one by a preference cus- 
tomer and the other by a nonpreference customer, and the former 
does not have at the time the physical means to take and distribute 
the power, he must contract with the preference customer on condi- 
tion that such customer will, within a reasonable time to be fixed by the 
Secretary, obtain the means for taking and delivering the power. 
If within the poe fixed the preference customer does not do so, the 
Secretary is then free to contract with the nonpreference customer. 
Such a contract, however, would have to contain, in the situation here 
involved, adequate provision enabling the Secretary to deal with the 
preference claimant should it subsequently obtain the means to take 
and deliver the power. It is not necessary for me at this time to de- 
lineate the terms of such a provision. Nor, in the circumstances here 
present, does the Secretary, in my judgment, discharge his statutory 
duty of giving a preference in “the sale” of power to public bodies 
and cooperatives by disposition to a private company under an ar- 
rangement whereby the latter obligates itself to sell. an equivalent 
amount of power to preference customers to be designated by the Sec- 
retary. (Es. United States v. City and County of San Francisco, 
310 U. S. 16.) This is what the proposed contract amounts to; it 
is not a wheeling arrangement for transmission of power belonging to 
another over the lines of the Georgia Power Co. 

It is also to be noted, as pointed out above, that the cooperative does 
not appear to share your department’s view that the contract would be 
as favorable to preference claimants as any other arrangement would 
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be. However, even if there was no dispute on this score, it could not 
justify a disregard of the mandatory provision of section 5 that prefer- 
ence be accorded public bodies and cooperatives in “the sale” of power. 

I have also considered the statements that. during the past 4 years 
the cooperatives have achieved nothing in the way of obtaining the 
necessary financial means to take and distribute the power and hence 
that they are unable to receive it or pay for it. But it cannot be dem- 
onstrated, in my judgment, on the facts before me that should your 
department accept the offer of the cooperative upon condition that it 
shall have a reasonable time to secure the means for taking and dis- 
tributing the power, it cannot possibly succeed in accomplishing this. 

It could not be contended, od citi, that the Secretary of the Inte- 
rior would be free to pursue the course proposed to be taken here had 
section 5 of the Flood Control Act contained “reasonable time” pro- 
visions akin to those found in the Bonneville Project Act and the other 
acts cited above. In that case the Secretary would be obliged to grant 
« preference purchaser without existing ability to take and distribute 
the power a reasonable opportunity to obtain the necessary means. 
Since each of these statutes deals with the preferential disposition of 
Federal power, they should be read in pari materia to ascertain the 
intent of Congress. See Vane v. Newcombe (132 U.S. 220, 235-236). 

I cannot conceive, in the face of a plain mandate for preference to 
publie bodies and cooperatives and the congressional concern, as evi- 
denced in related statutes, for protection of their preferential status, 
that it is possible to say apropros of section 5 that the Congress in- 
tended a preference purchaser to demonstrate its present ability to 
take and distribute the power in order to avail itself of its statutory 
privilege. It is reasonable to attribute to the Congress that enacted 
section 5 the same solicitude for preference customers that had been 
recognized as necessary; on other occasions. Congress knew that pub- 
lie bodies or cooperatives whom it wished to benefit would hardly be 
likely to own or control transmission lines reaching out to a power 
project, and hence it could not have intended them, in order to contract 
for the power, to be possessed with those facilities in advance. 

You will note that with respect to the provisions of the Federal 
Power Act authorizing the Federal Power Commission to issue licenses 
for the construction of hydroelectric projects the courts have not at- 
tributed to Congress an intention to bar the application of a coopera- 
tive which has not demonstrated its financial responsibility, or that it 
has firm or enforceable commitments for the sale of the power involved 
or for the financing of the proposed project (State of lowa v. Federal 
Power Commission, 178 F. 2d 421 (C. A. 8th, 1949), certiorari denied, 
339 U.S. 979). To read into the section 5 grant of a preference to 
public bodies and cooperatives the requirement of a presently existing 
ability to take and distribute the power would, in the usual case, con- 
stitute its emasculation ; and it is well-settled that such a construction 
of a statute should not be taken where a construction is possible which 
will preserve its vitality and the utility of the language in question 
(Sunshine Coal Co. vy. Adkins), 310 U.S. 381, 392; Armstrong Co. v. 
Nu-Enamel Corp., 305 U. 8. 315, 333). Nor can it be regarded as of 
moment that section 5 does not expressly contain a “reasonable time” 
provision. That which may be clearly implied in a statute is as effec- 
tual as that which is expressed (United States v. Sischo, 262 U.S. 165, 
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169; Neslin v. Wells, 104 U. S. 428, 4832-433 ; Pompton v. Cooper Union, 
101 U.S. 196, 202). 

Turning to the legislative history of section 5 of the Flood Control 
Act as an aid to ascertainment of the congressional intent, I find that 
the section had its origin in an amendment—in somewhat different 
form than enacted—proposed by the Senate Committee on Commerce to 
the bill (H. R. 4485, 78th Cong. 2d sess.) passed by the House. (See 
S. Rept. No. 1030, 78th Cong., 2d sess.) Its purpose, according to the 
committee, was to provide a “general law governing the sale and dis- 
tribution of power generated at projects under the control of the War 
tied) (Id., p. 3). The committee further stated as follows 

ibid.) : 

“In order to attain the greatest benefit to the general public from 
this hydroelectric power, the time has come to place by law the re- 
sponsibility for disposal of such power in an existing Federal agency. 

n the Bonneville Power Administration Act and the Fort Peck Power 
Administration Act, Congress has authorized the Secretary of the In- 
terior to dispose of the power generated at the Bonneville and Fort 
Peck projects. More recently, under Executive Order 9366, the 
Secretary of the Interior has been made responsible for the disposal 
of power from the Denison and Norfork projects. 

“The committee has heard testimony from the Secretary of the 
Interior and from the Director of the Division of Power of the De- 
partment of the Interior on this subject. The latter official has in- 
formed the committee that the provisions of amendment No. 6 [sec. 5| 
contain sufficient authority and latitude for efficient administration 
and will satisfactorily enable the Department of the Interior to carry 
out the intent of the amendment.” 

It will be noted that the committee emphasized that the amend- 
ment was designed “to attain the greatest benefit to the general public” 
and that specific reference was made to the Bonneville Act, which, as 
has been pointed out above, contained “reasonable time” provisions 
with respect to preference purchasers. In order, however, to avoid 
“setting up a public power trust which would be unduly competitive 
with established private power utilities,” the committee stated that 
it had inserted a proviso authorizing the Secretary of the Interior to 
construct and acquire only such transmission lines or related facilities 
“as may be necessary in order to make the power and energy * * * 
available in wholesale quantities for sale on fair and reasonable terms 
and conditions to facilities owned by the Federal Government, pub- 
lic bodies, cooperatives, and privately owned companies.” But in this 
regard the committee states that it “recognizes the desirability of 
granting preferences in the sale of such power and energy to public 

odies and cooperatives when the power is generated at projects 
financed by the Federal Government” (ibid.). 

The committee amendment gave rise to vigorous debate in the 
Senate, chiefly over an amendment sponsored by Senator Bailey that 
would have required pe? yee to be sold “at the point of produc- 
tion” (90 C. R. 8315). e explained that the pur of his amend- 
ment was to “permit private enterprise to live” because ttt Mr. 
Ickes is given authority to build transmission lines, he will build 


them into the cities and take the cream of the private companies’ 
business at once” (id., 8319). The Bailey amendment was defeated 
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(id. 8369). Senator Barkley read into the record a statement by the 
retary of the Interior that the amendment constituted “a funda- 
mental reversal of the sound traditional policies of the Congress with 
respect to the sale of Federal power. By restricting the construction of 
transmission facilities, it would place the Government in a poor 
bargaining position in the sale of its power and would permit the 
private utilities in the vicinity of each dam to monopolize, on its own 
terms, the power produced at the Federal project. Rather than giving 
the customary preference to public agencies and farmers’ rural elec- 
tric cooperatives in the disposition of public power, the effect of the 
amendment would be to foreclose these — and nonprofit agencies 
from securing the power” (Id., 8315). e Secretary went on to say 
(ibid.) : ‘ 

“Disposition of power generated at Government projects under pub- 
lic-power policies, such as sales preference for municipalities and other 
public agencies and for farm cooperatives, has been a basic tenet of 
governmental policy since 1906 when the Congress first authorized 
power developments on reclamation projects. uently the Con- 
gress has reiterated and extended these policies in the Tennessee Valley 
Authority, Bonneville, and Fort Peck Acts and in the reclamation 
laws. I cannot believe that the Co will want to overthrow these 
sound policies that have been imbedded in our laws and have resulted 
in promoting the industrial development of the West and the South 
and in the protection of the consumers in those areas. The policy of 
the proposed amendment would deprive the ultimate consumer of the 
benefits of low-cost electric energy produced at public projects and 
would permit their monopoly by a few private utilities.” 

Senator Downey, s ing against the Bailey amendment, stated 
that cooperatives were seldom in a position to “build transmission lines 
from their point of consumption to one of these power dams to be 
erected,” but that “Private utilities, of course, can build such trans- 
mission lines” (id., 8323). Senator Taft, however, urged that it was 
not necessary to provide authority for the Secretary of the Interior to 
build transmission lines “because we are backing the cooperative to 
such an extent that if a particular cooperative has a good case, if it is a 
reasonably safe Fas 29-0 the Government, through the REA, can 
finance the building of a transmission line to that particular cooper- 
ative” (id., 8328). Senator Bailey then rose to state that he was will- 
ing to modify his proposition to permit the Government to “run trans- 
mission lines to a rural electric association if they have none, and they 
can borrow the money, or the Government can put up the money. I 
think that takes out * * * the objection on the ground of the needs of 
the pers ulation” (id., 8331). This, however, did not satisfy 
Senator McClellan because, in his opinion, many cooperatives would 
not be in a position to finance the construction of transmission lines 
(id., 8332). Senator Ellender pointed out that the Bailey amendment 
would nullify the preference provision by permitting the sale of power 
“to private concerns without offering it to cooperatives and public 
bodies” (id., 8364) ; Senator en stated that “unless provision is 
made in some way or other for the power to be transmitted to public 


bodies and cooperatives it will not get there, except through the instru- 
mentality of the private company” (id., 8365). 
78584—56——12 
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Although the Bailey amendment was defeated and the committee 
amendment was passed by the Senate, a significant revision was made 
in conference. ‘The change was with respect to the authority of the 
Secretary of the Interior to construct or acquire transmission lines ; it 
was provided that he could do these things only “from funds to be 
appropriated by the Congress.” (See H. Rept. No. 2051, 78th Cong., 
2d sess., p. 7 (statement of the House managers).) However, it was 
again emphasized that section 5 “establishes a ee the sale of 
* * * power and energy to public bodies and cooperatives” (ibid.). 
The conference modification of section 5 was agreed to by both Houses 
(90 C. R. 9262, 9269, 9277, 9287). Representative Whittington, in 
presenting the conference report to the House, stated that provision 
had been made for the disposition of power “in substantially the same 
language which now obtains in legislation previously passed by the 
Congress for the disposal of power at Bonneville, at Fort Peck, * * * 
with amendments to the language as agreed to in the conference to the 
Senate amendment”; * * * there is preference to the public bodies 
and cooperatives in this bill and in this agreement, just as there is in 
the existing law passed by this body on the disposal of power at 
Bonneville” (id., 9281, 9283). 

IT have made this extended reference to the legislative history be- 
cause it convinces me of the deep concern that Congress had, in making 
provision for the disposition of Federal power, for the preferential 
status of public bodies and cooperatives. It is clear that it wished 
generally to continue the policies it had theretofore formulated in 
other power acts. Hence it emphatically rejected, after full consid- 
eration, an amendment to section 5 which, according to the opponents 
of the amendment, would have to all intents and purposes completely 
devitalized its preference provision, the broad object of which, as 
Senator Ellender observed, precluded the sale of Federal power to 
aie companies without first offering it to cooperatives and public 

odies. It is true that, as enacted, the section does not confer upon the 
Secretary of the Interior an untrammelled authority to build or acquire 
transmission lines at the cost of the Government in order to make fhe 
power available to these organizations; he can do so only from funds 
to be appropriated by the Congress—and in this case no such funds 
have been appropriated. Yet it is apparent to me that this restric- 
tion on the Secretary’s authority cannot be taken as evidence of an in- 
tention to cireumscribe the preference provision to a degree that would 
render it inoperative as a practical matter. It seems to me that this 
would result from an interpretation of section 5 authorizing the Secre- 
tary of the Interior to reject a purchase offer by a cooperative because 
it has no presently available means for taking and distributing the 
power. Iam certain, in the light of all that was said in the debates on 
the subject of preference for public bodies and cooperatives, that such 
an interpretation flouts the congressional purpose. In this regard, I 
may say that I have examined the statements of the individual Sena- 
tors referred to in your Department’s letter of March 11. (See 98 
C. R. 7964, and hearings on H. R. 3790, Interior Department appro- 
priations for 1952, before a subcommittee of the Senate Appropri- 
ations Committee, 82d Cong., 1st sess., pp. 1083, 1089, 1098.) These 
statements made long after the enactment of section 5 are, of course, 
of little value in ascertaining its meaning. Moreover, they do not 
persuade me. 
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My views would appear to be consistent with those expressed by your 
department in its power policy statement of August 1953 (printed at 
pp. 333-337 of Power Policy Hearings (1953) before a Subcommittee 
of the Senate Judiciary Committee, 83d Cong., 1st sess.), based upon 
the various statutes in this field, including the Flood Control Act of 
1944. ‘Those views are stated in the following terms: 

“The Department of the Interior will operate the federally owned 
generating and transmission facilities under its control for the benefit 
of the general public, and particularly of domestic and rural cus- 
tomers, and the Department will give preference and priority to pub- 
lic bodies and cooperatives in disposing of electric energy generated at 
Federal plants. Tt will be the policy of the Department to dispose of 
power, remaining after provision for existing preference customers, to 

rivately owned public utilities serving domestic and rural customers 
in the area. 

It is also pertinent to note the testimony of Assistant Secretary 
Aandahl that “everything in the power policy indicates that we recog- 
nize the rights of preference customers and that we are leaning over 
backwards to do that” (id., p. 87; and see pp. 73, 79, 89). 

Nor do I regard my position as in conflict with that taken by Acting 
Attorney General Fowler in 1913 in connection with section 5 of the 
act of April 16, 1906 (34 Stat. 116), which authorized the Secretary of 
the Interior “to lease” surplus power “giving preference to munici- 
pal purposes”. (30 Op. Atty. Gen. 197.) There, it was held that 
the Secretary was authorized to lease such power to a private com- 
pany ; but it does not appear, as here, that the Bearetary was faced with 
choosing between conflicting offers by a preference user and a non- 
preference user. 

For the reasons stated above, it is my opinion that section 5 of the 
Flood Control Act of 1944 does not authorize the Secretary of the 
Interior, under the circumstances here presented, to enter into the 
proposed contract with the Georgia Power Co. The documents sub- 
mited for my consideration will be returned separately. 

Sincerely, 
Hersert Browne., Jr., 
Attorney General. 





Appenprx II 
Item 1 


Unrirep Srates DEPARTMENT OF THE INTERIOR, 
Orrice or UNpEr SECRETARY, 
Washington, February 14, 1956. 
soy at Proposed contract, Department of Interior-Georgia Power 
0. 


The honorable the Arrrorney GENERAL, 
Washington, D.C. 

My Dear Mr. Arrornry Generac: It has been suggested that this 
matter be submitted to the Department of Justice for its opinion as 
to whether or not the proposed contract with the Georgia Power Co., 
as explained hereinafter, is a legal contract and is in compliance with 
the “preference clause” provisions of the Federal statutes with refer- 
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ence to the marketing of power from federally constructed hydro- 
electric plants. 

This matter has been pending before this Department since 1951. 
The matter was submitted A ecretary Chapman to his 1 staff 
in the power division of this Department, then headed by Mr. Gregory 
Hankin, no longer with this Department. Mr. Hankin, who was an 
expert on these matters for many years under the bale adminis- 
tration, held that the contract was perfectly legal, although he advised 
the Secretary against its execution on political grounds. 

While I was Solicitor of the Department I prepared an elaborate 
opinion covering the whole situation, dated February 9, 1954, which 
to my mind is entirely conclusive that the contract is legally sound. 

For your information, that you may have a complete picture of the 
whole situation, I am enclosing the following documents: 

1. Opinion of Mr. Hankin to Mr. Eardley regarding the matter, 
dated September 17, 1951. 

2. Letter from Mr. C. B. McManus to Secretary Chapman, 
dated November 26, 1952. 

3. Letter from Secretary Chapman to Mr. McManus, dated 
January 2, 1953. 

4. Letter from Mr. Harlee Branch to Secretary Chapman, dated 
January 10, 1953. 

5. Letter from Secretary McKay to Mr. Branch, dated February 
5, 1953. 

6. Copy of my opinion, as Solicitor, which incidentally, was 
never officially signed or released, dated February 9, 1954. 

7. Copies of proposed contracts (not in final form but so nearly 
so as to adequately illustrate the legal problems involved). 

8. Copy of memorandum from Assistant Secretary Aandahl to 
Secretary McKay, dated May 25, 1954, approving the proposed 
contracts, recommending their execution and pointing out the 
reasons why the Assistant Secretary considers the contract legal 
and proper. 

9. Copy of my statement to the Subcommittee of the Committee 
on the Judiciary of the Senate, dated January 21, 1954, covering 
the entire history of the preference clause and citing at page 10 
a former =e of your Department relating to the matter. 

10. Supplemental thereto a copy of a short memorandum giving 
some further thoughts on the preference clause. 

The memorandum from Assistant Secretary Aandahl, comprising 
a part of the enclosures herewith, together with the supplemental facts 
set forth in this letter, would seem to make the economics of the situa- 
tion very clear. In addition to the legal matters pointed out in Mr. 
Hankin’s opinion and in mine is the fact that it is felt by our power 
marketing division that the contract actually complies with the pref- 
erence clause, and that it is not necessary to rely upon any of the other 
marketing criteria to justify its execution. This is true because while 
the contract technically natlé the power to the Georgia Power Co., at 


the same time the contract provides that all of the power is to be 
delivered to the preference customers at the Government rate, and the 
Government has a contract directly with the preference customers 


guaranteeing that the power from the project, at the Government rate, 
will be delivered to that customer. 
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The legal point raised in opposition to the plan is that technically 
title passes to the power company and ultimately repasses back to the 
cooperatives. It is felt by the power marketing agencies of this 
Department that this is a pure legal technicality, and that so long as 
the preference customer receives all of the power under a contract 
with the Government, at rates fixed by the Government, the question 
of the passing of title through intermediate hands is quite immaterial. 
This point is mentioned in this letter because it does not appear in 
the other documents submitted. 


Another point of some considerable consequence which does not | 


appear in these documents is that during the time this proposal has 
been under consideration, the Rural Electrification Administration 
has made an analysis of the amount of the investment necessary by 
either the Government or the cooperatives to enable them to receive 
this power into their own systems and use it without the intervention 
of the Georgia Power Co. This would, of course, involve the con- 
struction of duplicating transmission lines, which are estimated as 
follows: 550 miles of 115 kv., 3,000 miles of 69 kv., and the construc- 
tion of three 66 kw. generating units somewhere in the system. 

The REA estimates the amount of money necessary to do this as 
being approximately $74 million and advises us that when completed 
the cost of energy to the various cooperatives by this technique would 
amount to a shade less than 10 mills (1¢) per kw.-hr., as contrasted 
with the 6.23 mills in the proposed Georgia Power Co. contract. 
These figures are submitted to how the economic waste entailed by 
not utilizing existing facilities. 

In view of the fact that this matter has lagged for 4 years and that 
these cooperatives have made no progress toward securing any 
finances, either by borrowing or by Federal appropriation, and are, 
therefore, utterly unable to actually receive this power or to pay for 
it, it seems necessary that some determinative action must be taken. 
Your opinion with reference to the legal situation will be appreciated. 
If you feel further factual information is important to a determina- 
tion of the legal issues, we will be glad to have it supplied to you. 

Very sincerely yours, 
Cuarence A. Davis, Under Secretary. 





Appenprx II 
Item 2 


Unrrep States DEPARTMENT OF THE INTERIOR, 
OFFIcre oF THE SECRETARY, 
Washington, D. C., September 17, 1951. 


Memorandum 
To: E. P. Eardle 
From: Gregory i 
Subject: Proposed contracts of the Georgia Power Co. 
This is in answer to your oral request for my comments on the 
ee (revised draft Aug. 2, 1951) submitted by the Georgia 
ower Co. 
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The recitals in these contracts indicate that the objective is to enable 
the Secretary to sell the power from the Clark Hill project in accord- 
ance with the standards laid down in section 5 of the Flood Control 
Act of 1944, specifically “giving preference to public bodies and co- 
operatives,” disposing of the power in such a manner as “to encourage 
the most widespread use thereof at the lowest possible rates to con- 
sumers consistent with sound business principles,” and to utilize the 
company’s transmission facilities in bringing the power to preference 
customers. To effect these results the company proposes an arrange- 
ment which contemplates three contracts, but only the second and 
third are submitted by the company. 

The first, not submitted by the company, is a contract or under- 
standing between ‘the Government and various bodies and coopera- 
tives whereby the latter will agree to take power and the Government 
will designate them as customers to be served by the Georgia Power 
Co. 

The second is a contract proposed by the Georgia Power Co. where- 
by the Government is to sel] the entire output of the Clark Hill proj- 
ect to the Georgia Power Co., except that the Government may sell 
power from this project to customers outside of the service area of 
the company, provided, however, that (a) any withdrawals of power 
up to 10,000 kw. in any 1 year may be made only upon 6 months’ notice 
to the company, and () any withdrawals in excess of 10,000 kw. in 
any 1 year may be made upon 3 years’ notice to the company. 

The company agrees to resell this power to public bodies and co- 
operatives ot patie, by the Government, in amounts designated, but 
in the aggregate not exceeding the total amount of firm power sold 
to the company, less 10 percent for transmission and transformation 
losses. In addition, should these public bodies and cooperatives re- 
quire additional power in any one month, the company is to furnish 
such excess power at the regular applicable rates computed on the 
basis of the customer’s total capacity and energy use during the month. 
In other words, the public bodies and cooperatives would have the 
advantage of the lower rate charged, since they would purchase the 
project power from the company, though at less than the rates other- 
wise applicable. The sales to the public bodies and cooperatives, how- 
ever, are subject to this limitation: That a public body, other than 
a municipality or a cooperative, must have a demand of not less than 
500 kilowatts at any one delivery point, while a municipality or a 
cooperative must have a demand of not less than 100 kilowatts, or not 
less than 200 kilowatts if that would require construction of a trans- 
mission line of any substantial length. 

The rates to be charged to these preference customers by the com- 
pany are to be on a cost-plus basis; i. e., the rates charged by the Gov- 
ernment which are specified in the contract, plus 15 percent to cover 
transmission and transformation losses and handling costs. It is 
apparent from the contract that by handling costs the company means 
billing, collecting, and other services incident to the sale of power from 
the company to the preference customers, eliminating all adminis- 
tration, and costs incidental thereto, which would be involved, if the 
Government sold the power directly to its customers. 

The third is a form of a special contract to be entered into between 
the Georgia Power Co. and the several public bodies and cooperatives 
to be designated by the Government. Here the provisions stated 
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above are incorporated. In addition, it is provided that the company 
and the customer would also execute the company’s standard contract 
for any additional service desired by the customer. The standard 
contract would control, except as otherwise provided in the special 
contract, and in the event the special contract is canceled, terminated, 
or becomes otherwise ineffective, the standard contract will continue 
in effect. 

Your question, specifically, is whether in my opinion such a con- 
tract would be lawful. This requires a preliminary explanation as 
to the approach I am adopting in answering your inquiry. 

1. Section 5 of the Flood Control Act of 1944 constitutes the Secre- 
tary as the marketing agency of the United States for power generated 
at reservoir projects under the control of the Department of the Army, 
in accordance with certain standards and limitations, These stand- 
ards involve broad discretionary powers. 

While the statute itself specifies that preference in the sale of power 
should be given to public bodies and cooperatives, it does not forbid 
sales to others. The giving of a preference is itself a matter involv- 
ing judgment and discretion. 

Another standard is that the power should be disposed of in such 
a manner as to effect the most widespread use thereof. This stand- 
ard indicates that there should be a choice of customers, in terms of 
number of consumers, but it also indicates a concern with the use of 
power and how extensive would be the benefits to be derived from the 
use of this power. 

Still another standard is that the power should be so disposed of 
that the consumers would pay the lowest possible rates. The phrase 
“lowest possible rates” itself involves elements of discretion, but when 
qualified by the phrase “consistent with sound business principles,” 
it is evident that the manner of disposition is entirely discretionary. 

Even the standard as to the rate schedules is full of discretionary 
elements: The costs of operation and maintenance depend to a degree 
on efficiency of operation and administration ; allocation of investment 
to power is a matter not subject to a rule of thumb, but involves judg- 
ment and discretion; and the requirement that the rate schedules 
should recover the cost of generation and transmission is not 
absolute, but is qualified by such discretionary provisions as “hav- 
ing regard to the recovery of cost”; this is further qualified by the 
“basis of the application of such rate schedules.” Even the “cost of 
money” is not specified as an element of cost in producing and trans- 
mitting the energy. 

Therefore, if you mean to inquire whether a contract like the one 
presented by the Georgia Power Co., would stand the test of litigation, 
the answer must be in the affirmative. The test there would be 
whether a court of law would undertake to override the discretion of 
the Secretary. No court would undertake to do so, nor even to in- 
quire into his discretion except upon a showing of fraud or other mal- 
feasance in office. 

2. A different question is presented, if your inquiry is directed to the 
self limitations which the Secretary might impose, in order to carry 
out his function of marketing power in accordance with the congres- 
sional policy embodied in section 5 of the Flood Control Act of 1944. 
The very fact that his discretion may not be subject to judicial review 
is reason enough why he would want to make certain that the con- 
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tracts entered into for the sale of power would be fully within the 
language and the spirit of the law, promoting, rather than avoiding, 
the congressional policy. In this view, the following are my obser- 
vations: 

(a) Section 5 of the Flood Control Act of 1944 imposes an obliga- 
tion on the Secretary of the Interior to dispose of the power generated 
at reservoir projects under the control of the Department of the Army, 
and in the sale of such power, it is provided, preference shall be given 
to public bodies and cooperatives. The sale of power contemplates 
that there be a seller, a buyer and a consideration flowing from the 
buyer to the seller. Under the statute, the seller is the Secretary of 
the Interior, through his agent the Administrator of the Southeastern 
Power Administration. Under the statute, the preferred buyers are 
to be the public bodies and cooperatives. Under the Prapeced con- 
tract, the sale is to be made by the Secretary to the Georgia Power Co. 
as the purchaser, for it is to pay the purchase price. The statute re- 

uires the Secretary to give span = to public bodies and coopera- 
tives. By the arrangement he would contract away this obligation. 
Whatever may be the benefits flowing to the various consumers of 
power under this arrangement, the fact remains that the primary sale 
of the power is made to the Georgia Power Co. Preference in the sale 
of this power is thus given to a private utility, not to public bodies 
and cooperatives. 

(6) Even if the Secretary could, consistently with the statute, dele- 
gate to the Georgia Power Co. the obligation to give preference to 
public bodies and cooperatives, what is involved here is not an appli- 
cation of the preference provision, but merely a lowering of rates by 
the Georgia Power Co. to certain designated public bodies and co- 
operatives as an inducement to permit a sale which would result in 
the monopoloziation of the power by the Georgia Power Co. 

(c) The discretion in the choice of preference customers, delegated 
by statute to the Secretary is also diminished by the contract. Public 
bodies, other than municipalities, are not to receive the advantage of 
the preference provision, unless they have a demand of 500 kilowatts 
at any given point of delivery, whereas consideration of all pertinent 
facts as to the disposition of this power may require that they should 
receive such benefit. Municipalities and cooperatives are not to re- 
ceive the benefits of this provision if their demand at a delivery point 
is less than 100 kilowatts, whereas the consumers nearest to such points 
of delivery may be the ones to whom the power should be made avail- 
able in order to encourage the most widespread use. Municipalities 
and cooperatives are excluded from the benefits of this contract, if, in 
order to serve them, the ae has to construct transmission lines 
of “any substantial length.” The discretionary judgment here lies 
with the Georgia Power Co. i 

(d) It cannot be too strongly emphasized that the Secretary is the 
one who is to give preference in the sale of power to public bodies and 
cooperatives, not the Georgia Power Co. In this respect the situation 
presented is similar to the condition set forth in the Raker Act of 1913, 
where the city of San Francisco had to sell the water or power to muni- 
cipalities, irrigation districts, and so forth, and the upreme Court 
held that the city could not divest itself of its responsibility to cause 
such sales to be made through a private company. » 
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Here the delegation would be worse. The Secretary is charged with 
notice that the Georgia Power Co. is a public utility charged with the 
duty of making its service available to consumers on a nondiscrimina- 
tory, nonpreferential basis. He should not aid the company to cir- 
cumvent the requirements of State law by giving preferential treat- 
ment to public bodies and cooperatives desi saa by him. 

(e) It appears that the company is willing to transmit the power 
from Clark Hill to the preference customers for 15 percent of the price 
charged by the Government, and in addition to obligate itself to fur- 
nish excess power at reduced rates, to take care of all billing and col- 
lecting and to render other services, but the company is not willing to 
transmit the power at 15 percent without undertaking the additional 
obligations. It is obvious that the additional obligations must be 
advantageous to the company. What is it that it would get for these 
obligations, and what is it that the Secretary would give up? 

First, the company takes over the administrative functions of the 
Secretary exercised through the Southeastern Power Administration. 
With these functions the Secretary cannot part. They are incidental 
to his duties as the agency for the disposition of the power. 

Second, the Georgia Power Co. retains all the municipalities and 
cooperatives as its customers. In case of any termination of the con- 
tract with the Government, the public bodies and cooperatives are 
bound by the standard contract. In this manner, the Georgia Power 
Co. establishes more firmly its monopoly in the “company’s service 
area.” 

In view of the above, my opinion is that the company’s proposed 
contract would not be consonant with the Secretary’s obli gations under 
section 5 of the Flood Control Act of 1944. 


Grecory Hankin. 





Aprpenprx II 
Item 3 


Tue Souruern Co., 
Atlanta, Ga., November 26, 1952. 
Hon. Oscar L. CoapMAn, 
Secretary of the Interior, 
Washington, D. C. 

My Dear Mr. Secretary: In the meeting with you last Monday, 
in your office, I pointed out, among other things, that the first gener- 
ating unit at Clark Hill was ready to produce power and that we are 
still anxious to negotiate a contract with the Interior Department. 
As you know, we have discussed this matter a number of times with 
you and also with Mr. Searles when he was Under Secretary; and a 
draft of a definitive contract was negotiated with Mr. Eardley of your 
Department. All of these people, in my opinion, agree that this is 
a good contract both for the Government and also for the preference 
customers; but, as I told you, there seems to be one stumbling block, 
and that is. whether or not these preference customers shall be cus- 


tomers of Georgia Power Co. or customers of the Government. I 
expressed to you my belief that if this one question could be resolved, 


your engineers and our engineers could complete the contract in a 
relatively short time. 
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In view of the fact that this contract was negotiated with Mr. 
Eardley in September 1951, I do hope that we can get an answer to 
this question as to whether or not the Interior Deparment is going to 
continue to insist that preference customers (both existing and future) 
be customers of the Government. You stated you would have a meet- 
ing with Secretary Northrop and his staff and assured me that we 
could expect an answer this week. 

I enjoyed seeing you, and I was of course delighted to have the 
opportunity of attending Jim Fairman’s farewell dinner. 

Vith very best — Iam 
Yours sincerely, 


C. B. McManvs. 





Appenpix IT 


Item 4 


Unrrep Srates DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
January 2, 1958. 

My Dear Mr. McManvs: This is in response to your letter of No- 
vember 26, 1952 in which you ask “whether or not the Interior Depart- 
ment is going to continue to insist that preference customers (both 
existing and future) be customers of the Government”. 

My answer to the questiton is that public bodies and cooperative 
purchasing Government power are the Government’s customers. If 
they purchase power from the Georgia Power Co., then they are the 
company’s customers. The choice lies with these purchasers. We can- 
not contract away their right to deal either with the Government or 
with the company. 

The Department of the Interior must, of course, continue to insist 
upon compliance with the provisions of section 5 of the Flood Control 
Act of 1944. Any contract that diminished the rights of preference 
customers and of power consumers generally under that act would be 
of highly doubtful validity. Even if no question of its legality were 
involved, such a contract would directly conflict with policies repeat- 
edly declared by Congress which are binding upon this Department. 

Section 5 of the Flood Control Act of 1944 designates the Secretary 
of the Interior as the agent of the United States to dispose of all 
power and energy generated at Army projects, except such insignifi- 
cant amounts as are necessary for the operation of the projects them- 
selves. This law provides standards for the disposition of power, 
including the requirements that the power shall be disposed of in 
such a manner as to encourage the most widespread use thereof at 
the lowest possible rates to consumers consistent with sound business 
principles; also that, in the sale of power, preference shall be given 
to public bodies and cooperatives. e law makes no distinction be- 
tween existing and future public bodies and cooperatives. 

You have — osed a contract wherein you suggest that all the 
power from the Clark Hill project, which may be made available in 
ypar service area, should be sold to the Georgia Power Co. at the bus 

ar. You propose to give the Government the right to designate cer- 
tain preference customers to be sy of blocks of power, to the 
extent of one-half of the capacity sold to you (i. e., one-half of 140,000 








PUBLIC POWER PREFERENCE CUSTOMERS 179 


kilowatts), to be delivered to them by the company as its customers. 
The rates you would charge these customers for such blocks of power 
would be the cost of the power to you at the bus bar plus a percentage 
markup. Should the power requirement of these preference cus- 
tomers be in excess of the amounts designated to be delivered to them, 
then they may purchase additional blocks of power from your com- 
pany at your established rates. Your proposed contract, as well as 
the contracts between you and the preference customers, would be 
oye to approval by the Public Service Commission of the State 
of Georgia. 

Permit me to point out why your proposed contract is not com- 
patible with the provision of law stated above. 

1. Section 5 of the Flood Control Act of 1944 contemplates that 
the sales of power shall be made by the Secretary to the various cus- 
tomers directly, giving preference to public bodies and cooperatives. 
When section 5 was debated before the Senate, Senator Bailey of 
North Carolina introduced an amendment which would require the 
Secretary of the Interior to dis of the power at the bus bar. This 
would have meant to dispose of the power to such customers as would 
be in a position to construct transmission facilities to the various 
a np As a practical matter, it would have meant to sell substan- 
tially all of the power to the private power companies . This amend- 
ment was defeated, and section 5 was enacted, contemplating direct 
sales to the various customers by the transmission of power from the 
projects to such customers, either through existing facilities, or 
through the acquisition or construction of transmission lines and re- 
lated facilities. Subsequently, various bills were introduced which 
would have had the same effect as the Bailey amendment, but none 
of them was enacted into law. 

2. The provision to give preference in the sale of power to public 
bodies ana cooperatives contemplates that there shall be a seller— 
the Secretary of the Interior, a buyer—the gue enigg customer, and 
a consideration sg from the buyer to the seller. Your contract 
would in effect mean that the Georgia Power Co. should be preferred 
to all other customers to the extent of 140,000 kilowatts or one-half 
of the total capacity of the project, the consideration being that you 
would give a preference or an economic advantage to the public bodies 
and cooperatives. 

3. To give a preference in the sale of power to public bodies and 
cooperatives on a businesslike basis means, of course, that the power 
from the project would be sold in such quantities and upon such 
terms and conditions that we would meet the requirements of the 
customers, not only as of the time of the sale, but also to meet their 

wing needs. Under your proposal, once the blocks of power for 

@ various public bodies and cooperatives are determined, there 
would be no way of supplying the growing needs of these customers. 
They would have to depend upon purchasing power from you at your 
established rates. 

4. As in the case of all contracts entered into by public utilities for 
the sale of power, the contract and the rates are subject to approval by 
the Public Service Commission of the State of Georgia. While the 


Federal Government is not bound by the ations of the State 
commission, nevertheless, the Georgia Power Co. would be subject to 
such regulation. This means that the commission may make per- 
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formance of such contract by the Georgia Power Co. impossible, and 
the United States would then find itself with large blocks of power 
on its hands, but without ability to transmit and dispose of the same 
to the preference customers. 

5. It cannot be too strongly emphasized that the Secretary of the 
Interior, not the Georgia Power Co., is charged with the responsibili- 
ty of giving Ere in the sale of power to public bodies and co- 
operatives. He cannot delegate this function to a private power 
company. 

6. In order to effectuate the principles embodied in Section 5 of 
the Flood Control Act of 1944 and in analogous provisions of other 
statutes under which we operate, I have promulgated a set of stand- 
ards or requirements for entering into contracts with private power 
companies for the wheeling of Government power over their trans- 
mission lines. 

(a) The first requirement is that the policies embodied in the law 
must be followed. As I have shown above, the contract proposed by 
you would be in derogation of the policies embodied in the law. 

(6) The second requirement is that transmission facilities which 
Interconnect the Government’s source of supply with each other and 
with load centers should generally be pa and controlled by the 
Government. There is no compelling reason why the sale of power 
in Georgia should constitute an exception to the general rule. By 
your contract you merely urge that the Government should sell the 
power at the bus bar and should be blocked from disposition of pow- 
er at points other than the project itself. 

(c) The third requirement is that the power programs of the De- 
partment should be developed consistently with the law and with the 
view toward utilizing existing nonfederally owned transmission ca- 
pacity under sting. semuens satisfactory to the Government. Under 
your contract, the Government would not be utilizing the transmis- 
sion capacity of the Georgia Power Co. That transmission capacity 
would be utilized by the company itself to serve its own customers. 

(d) The fourth requirement lists a number of standards which 
must be complied with to assure satisfactory arrangements for the 
use of existing nonfederally owned transmission capacity. These 
are as follows: 

(i) There must be an assurance to the Government’s customers 
of the same opportunity to develop and serve increased loads, and 
the same right to contract, directly with the Government as they would 
have if the Government built its own facilities. Under your pro- 
posed contract these assurances would be lacking, since your com- 
pany would control the source of supply. 

(ii) The arrangements must safeguard fully the rights of preference 
customers. By entering into the contract proposed by you, we would 
not be in a position to safeguard their rights. On the contrary, there 
would be a discrimination between existing and future preference 
customers, as also discrimination as between existing customers on 
the basis of their growth in load. 

(iii) The arrangements must avoid monopolization of power which 
would result from the sale thereof at the bus bar or otherwise. Your 
contract contemplates the sale of Clark Hill power at the bus bar. 

(iv) Any contract for the wheeling of Government power should 
contemplate methods of supplying power to the Government’s cus- 
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tomers equally or more advantageous, as compared with the condition 
which would obtain if the Government constructed separate transmis- 
sion facilities. Obviously, your contract would not provide methods 
of supplying power which would be equally or more advantageous to 
the preference customers. 

(v) Reasonable compensation should be paid for the use of trans- 
mission facilities of others, but in no event greater than the cost to the 
Government of its own transmission capacity. The wheeling costs 
i percentage markup plus the other advantages which the Ciseeia 

‘ower Co. would derive from such a contract, but which are not 
spelled out therein) may far exceed either of these standards. 

(vi) Wheeling contracts should provide, wherever practicable, for 
the exchange of power upon reasonable terms for the firming up of the 
power supply of both the Government and the utility, for economical 
operation, and for emergency breakdown relief. Under the proposed 
contract, there would be no room for cooperation to the mutual ad- 
vantage of both the company and the Government in this regard. 

(vit) Finally, any contract for the wheeling of power entered 
into should provide for cancellation of arrangements upon reasonable 
terms. In essence, your proposed contract does not make such pro- 
vision, because under the arrangement proposed, the Government must 
eran bound to the Georgia Power Co., else be without customers in 

e@ area. 

In view of the above, I hope you will realize that the Department 
cannot, consistently with its obligations under section 5 of the Flood 
Control Act of 1944, enter into any contract like the one you have pro- 


Sincerely yours, 


Oscar L. Cuarman, 
Secretary of the Interior. 





Aprenprx IT 
Item 6 


Georaia Power Co., 


Atlanta 1, Ga., January 10, 1958. 
Hon. Oscar L. CoapmMan, 


Secre of the Interior, 
ers Washington, D. C. 

My Dear Mr. Secrerary: Mr. McManus has given me your letter 
of January 2, 1953, and suggested that I reply to it. 

Your letter not only misconstrues our proposal regarding Clark 
Hill power, but implies a ew 4 of governmental participation in the 
electric utility business which the Congress never intended and which 
I do not believe the general aes will approve. 

You say, in effect, that Federal policy requires that the Depart- 
ment of Interior assume public utility responsibility with respect to 
the class of electric consumers known as “preference customers.” 
These consumers, you assert, must be the customers directly of the 
Federal Government. 


You further assert that your Department has responsibility for sup- 


plying the requirements of these customers “not only as of the time 
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of the sale (of power from a particular Government plant), but also 
their growing needs.” You further state that your Department has 
an obligation to assure these customers of the “opportunity to develop 
and serve increased loads’ ’and that transmission facilities between 
your plants and load centers “should generally be owned and con- 
trolled by the Government,” the only exception apparently being 
where a private utility is willing to wheel power for the Government’s 
account under a form of contract devised by your Department which 
requires, in every instance, that the preference customer become a 
customer of the Federal Government. You take the position that 
your Department is obligated in the above respects to future as well 
as existing customers of this class. 

You are bound to know that the assumption of the foregoing func- 
tions will put the Federal Government fully and completely into the 
public utility business. You cannot obligate the Government to sup- 
ply the total and unlimited power requirements of an indefinite num- 
ber of ‘customers unless you intend to expand the Government’s gen- 
erating and transmission facilities to whatever extent the growing 
needs of these customers may demand, including inevitably the con- 
struction of steam electric generating plants to supplement water 
power sources. 

Therefore, regardless of language, what you have said in your 
letter is that the Federal Government, through the sa of your 
Department, is now embarked on a policy of nationalization of that 
part of the electric power industry serving this particular class of our 
citizens, notwithstanding their electric power requirements are being 
fully supplied by a private utility at reasonable rates. I think the 
members of Congress and our citizens generally will be shocked by 
this declaration. 

Certainly the Congress never directed or authorized any such policy 
as that set forth in your letter. In enacting the Flood Control Act 
of 1944, and related legislation, the Congress plainly limited the role 
which the Department of Interior was to play in disposing of electric 
power generated at Federal projects. These statutes authorize your 
Department to dispose only of electric power which is incidentally 
produced at Federal projects constructed for purposes of navigation, 
national defense, and other constitutional Federal purposes. These 
statutes do not authorize or obligate your Department to enter upon 
a program of generating and supplying the present and future power 
needs of any class or classes of utility customers. 

We suggest, in all sincerity, that the only real stumbling block in 
our neonates during the past several years regarding Clark Hill 
power has been this misconception of congressional policy, and we 
are sure we can demonstrate to any fair-minded person that our 

roposal meets and fulfills all the purposes and policies which the 

ongress has, in fact, adopted. Here again, in brief, is what the 
company has proposed: 

‘The company will supply, at its sole risk and expense, and at no 
cost to the taxpayers, all necessary transmission and distribution fa- 
cilities to deliver all firm marketable power from the Clark Hill 
project to preference customers anywhere in its service area, regard- 
less of distance from the project. e company will also interconnect 
the Government’s powerplant with its own generating stations, 
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thereby greatly increasing the usefulness of the praject and its firm 
power capacity—again at the company’s sole risk and expense and 
at no cost to the taxpayer. The full benefit of this increase in firm 
capacity will be passed on to the preference customers. The company 
will buy and take into its system, at the Government’s plant, all power 
which you have indicated will be allocated to Georgia and will de- 
liver to preference customers in our State energy, less losses, equiva- 
lent. to the full firm marketable power available from the plant, not 
just a part of such power as you imply in your letter. The company 
will pay the Government for this power whatever price the Interior 
Department and Federal Power Commission may specify and will 
charge the preference customers the same price plus only the “bare 
bones” cost of transmitting the firm power to them. This transmis- 
sion cost will be only approximately one-fourth mill per kilowatt- 
hour. We are informed that this is considerably cheaper than any 
other electric utility has ever offered to transmit Government-gener- 
ated power to preference customers. Under our proposal, the Gov- 
ernment would retain full and final control over this firm marketable 
power at all times and would designate the preference customers who 
are to receive the power and the quantity to be supplied to each of 
them. The Government also would have the right to withdraw any 
or all of the power at any time for its own use or to supply service 
over its own facilities to any preference customers who might request 
such service. The company also agrees to supply all present and 
future power deficiencies of the preference customers from its own 
sources at the lowest price swaflahile under its published rate schedules. 

Our proposal has been fully examined and reexamined by the House 
and Senate committees in charge of appropriations for your Depart- 
ment. At the Senate hearing on your budget request in May 1952, 
Senator Cordon expressed the opinion that our proposal “would 
answer the requirements of the law,” referring to section 5 of the 
Flood Control Act of 1944, to which you refer in your letter. Again 
last year, when your 1953 budget was being debated on the floor of the 
Senate, Senator George referred to our proposal as one “which will 
comply with all requirements,” and Senator Hayden concurred in 
this view, stating: “I am certain it would comply with the law, as it is 
of the type of bus bar contract heretofore made.” All of these gen- 
tlemen were thoroughly familiar with the requirements of section 5 
of the Flood Control Act of 1944, having participated in its enactment. 
All of them were also familiar with our proposal. Your interpreta- 
tion of the law and of congressional policy is therefore directly in con- 
flict with the views of these distinguished gentlemen. It is strange 
that the only persons who have ever questioned the conformity of our 
proposal with congressional policy have been, not members of Con- 
gress, but persons in your Department. You are aware, of course, of 
the fact that your Department has heretofore executed contracts for 
the sale of power from Government projects which do not contain the 
on gee set forth in your letter as being mandatory under Federal 

icy. 
p Nether in your letter, nor in our long negotiations with your De- 
partment, has it been denied that our proposal will get power to the 
preference customers in our State more cheaply than under any other 
plan yet devised by anyone in or out of Government. Indeed, one of 
your top officials recently conceded that the rates at which power 
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would be made available to these customers under our proposal are as 
low as even the most ardent Government power advocate might hope 
for. Another one of your officials—incidentally one who tas been 
most active in opposing our proposal—stated that in his view the rates 
under our proposal would be so low as to preclude the possibility of 
any preference customer ever being able to justify asking for service 
directly from the Federal Government. This was, strangely enough, 
his major objection to the proposal—namely meget adopted, it would 
make the direct sale of power by the Federal Government unattrac- 
tive to preference customers in our State. This is the first time, to 
our knowledge, that the proposal of a private electric utility has been 
condemned by Federal officials because it produces too low rates for 
wer. 
PiThere is & evans | inference from your letter that our company will 
deliver to the preference customers only one-half of the firm power 
which is sold to the company from the generating plant. Such is 
simply not the fact. On the contrary, the company agrees to deliver 
all such power—not half of it—to the preference customers, less only 
transmission and transformation losses, q 

You take exception to the fact that our proposal is made subject 
to the approval of the Georgia Public Service Commission. You 
suggest that the State commission might force a termination of the 
contract at some later date, leaving your Department with power 
on its hands. In the first place, this clause was inserted in our con- 
tract draft following lengthy negotiations with your Division of 
Power. It expressly provides that the contract shall not go into effect 
or be binding on the Government until and unless approved by the 
State commission “in form and substance satisfactory to the Govern- 
ment.” Your fear is, therefore, groundless for surely you do not 
mean to imply that our State commission, having once approved 
the contract, would (if it lawfully could) be guilty of such bad faith 
as to thereafter render its performance impossible. As you know, 
our company has a contract with your Department covering the power 
output of the Allatoona project. It has been in effect since 1948. Our 
State commission has the same power over that contract as it would 
over this one, but apparently no one in your Department has seri- 
ously considered that to be a ground for worry. We would also point 
out that whatever power our State commission might have over this 
contract it also would have over what you have designated as a “wheel- 
ing” contract between your Department and our company. Yet your 
letter indicates you would not hesitate to enter into that sort of an 
agreement with us. 

Your letter sets forth certain “standards” which you have promul- 
gated for incorporation in “wheeling” contracts with private power 
companies. As we have already pointed out, your Department’s in- 
sistence that preference customers must be direct customers of the 
Government is without sanction either in the Federal statutes or any 
policy declared by the Congress. Our es we repeat, provides 
every advantage to the Government and to the preference customers 
which Congress had in mind when it created section 5 of the Flood 
Control Act. In addition, our proposal serves every lawful purpose 
for which your standards were promulgated and differs from what 
you call a “wheeling” contract in only one essential respect, namely 
that customers, historically served by our company, shall continue 
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to be our customers and not become direct customers of the Federal 
Government. What we are seeking is protection against nationaliza- 
tion of an important segment of our business. 

I am sure that a reexamination of our proposal will show that it 
conforms in every respect to congressional policy as set forth in section 
5 of the Flood Control Act of 1944, and other applicable laws. We 
would welcome the opportunity to discuss our proposal in detail with 
you at any time. 

Sincerely yours, 
HArtuek Branou, Jr., 
President. 





Appenpix II 
Item 6 


Untrep Srates DEPARTMENT OF THE INTERIOR, 
Orrice oF THE SECRETARY, 
Washington 25, D. C., February 5, 1953. 
Mr. Haruiee Brancn, Jr., 
President, Georgia Power Co., 
Atlanta 1, Ga. 

My Dear Mr. Brancu: Your letter of January 10, 1953, addressed 
to former Secretary Chapman in reference to his letter of January 2, 
1953, to Mr. McManus regarding Clark Hill power has been referred 
to me for consideration. 

I recognize that the provisions of Federal statutes relating to the 
distribution of hydroelectric power from Federal projects have raised 
many questions about the exercise of preference rights of Federal 
agencies, public bodies, and cooperatives. Until I have had further 
opportunity to study this problem, I am not prepared to express an 
opinion about the proposal made by the Georgia Power Co. relating 
to the distribution of power from Clark Hill. Let me assure you, 
however, that I recognize the importance of this problem and the need 
for an early resolution of the issue. 

Sincerely yours, 
Douctas McKay, 
Secretary of the Interior. 


Aprenprx IT 


Item 7 
Memorandum. 
To: Assistant Secretary Aandahl. 
From: Solicitor. 
Subject: The marketing of power from the Clark Hill project in 
Georgia-South Carolina. 


Pursuant to your request, we have made an extensive examination 
and analysis of both the legal and practical aspects of the conflicting 
proposals which you have received with reference to the marketing 
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of power in Georgia from the Clark Hill project, located on the 
Savannah River between South Carolina and Georgia. The dis- 
position of South Carolina’s share of the power purchased by this 
by hs has already been made, and there remains the problem of a 
medium for the marketing of the portion of power available to the 
State of Georgia. 

There have been presented 3 proposals with reference to the mar- 
keting of this power, 2 by the Hatenia Electric Membership Corp., 
hereinafter called GEMC, and 1 by the Georgia Power Co., herein- 
after called the power company. 

The legal issues presented by all of these problems are very com- 
plex and difficult of solution. 


THE LAW 


The Clark Hill project has been constructed by the Corps of Army 
Engineers as a multiple-purpose project. The power from this proj- 
ect is to be marketed under the provisions of section 5 of the Flood 
Control Act of 1944, in which there are six separate directives set 
up for the Secretary’s guidance in the sale of this power: 


(1) “Rate schedules shall be drawn having regard to the re- 
covery * * * of the cost of producing and transmitting such 
electric energy, including the amortization of the capital invest- 
ment allocated to power over a reasonable period of years.” 

(2) The power shall be sold at “fair and reaseonable terms 
and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies.” 

(3) Preference in the sale of such power “shall be given to 
public bodies and cooperatives.” 

(4) The power shall be sold “in such manner as to encourage 
the most widespread use thereof at the lowest possible rates to 
consumers, consistent with sound business principles.” 

(5) The rate schedules at which the power is sold shall be 
approved by the Federal Power Commission. 

(6) The Secretary is authorized to construct or acquire “from 
funds appropriated by the Congress only such transmission lines 
and related facilities as may be necessary in order to make the 
power and energy generated at said projects available in whole- 
sale quantities.” 


It seems clear that all of these standards should be complied with, 
so nearly as possible. It is difficult to say that any one of them should 
be complied with to the total exclusion of the others, and it is apparent 
that conditions may exist in which there is a definite conflict between 
the various directives to the Secretary. 


THE FACTUAL SITUATION 


The Government has constructed the dam and generating facili- 
ties at Clark Hill, but the Government does not own any transmission 
facilities whatever in the State of Georgia, leading away from the 
dam site, and no appropriations therefor have been made by pre- 
ceding Congresses, although we understand the matter has been 
presented to the two preceding sessions. In the absence of any Gov- 
ernment facilities to carry the power away from the dam site, and 
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in the absence of any appropriations to permit the Government to con- 
struct such facilities, it is apparent that however the power may be 
sold, it must be sold to someone either now having, or having the money 
to construct, transmission facilities to deliver the power to ultimate 
consumers. 

The GEMC does not now own any such facilities. 

The Georgia Power Co. does own very extensive transmission fa- 
cilities, largely covering the entire State of Georgia, and heretofore has 
constructed transmission and substation facilities to the dam site, 
and has been, for some months prior to this, receiving Clark Hil’ 
ower on a temporary basis and distributing the same over its own 
ines throughout the State of Gane 

The Clark Hill project is completed, is in actual operation, and the 
power available from the project is ready for immediate sale and dis- 
tribution. 


THE PREFERENCE CUSTOMERS 


Great emphasis has been placed under the right of the preference 
customers, under the legal marketing criteria heretofore set forth, 
to purchase this power, and there is no doubt of the right of the pref- 
erence customers to purchase it, if, under the physical conditions exist- 
ing, they are able so to do. 

There are two large classes of preference customers in the State 
of Georgia—cooperatives, that is, electric membership associations, 
and municipalities, that is, cities and towns. 

In the State of Georgia there are 37 electric membership corpora- 
tions. All of these co-ops quite clearly under the law are preference 
customers.' In 1952 the electric load of these various co-ops totaled 
121,000 kilowatts. 

There are also in the State of Georgia 44 municipalities, owning 
their own distribution systems and purchasing power at wholesale. 
Each of these municipalities is beyond doubt a preference customer 
under the law.’ In 1952 these municipalities represented an electric 
load of 112,000 kilowatts. 

There are also in the State of Georgia, 6 other municipalities served 
by the Georgia Power & Light Co., which had a combined electric 
load of 6,800 kilowatts, and thers are 6 additional cooperatives, all of 
whom are preferred customers, having an electric load of approxi- 
mately 13,700 kilowatts. 

From the foregoing, it is apparent that the total electric load 
of the preferred customers of the State of Georgia amounts to ap- 
proximately 270,000 kilowatts. It is also apparent that since the 
maximum amount of Georgia’s share of Clark Hill power is only 
approximately 140,000 kilowatts, under no circumstances can this 
Government ne oe Se but more than about 50 percent of the re- 
quirements of the preferred customers, assuming that they all wanted 
it and that it was equitably divided between all of them. 

It should also be made clear that none of the municipalities re- 
ferred to and none of the existing distributing cooperatives which 
own local distributing systems have made any applications to the 


1 Further consideration develops that this statement is not necessarily true, since many 
of the individual iy ol and municipalities would be outside the marketing area if they 
partment individually. 


were dealing with the 
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Secretary for the (me to purchase electric onetey. The sole appli- 
cation is from the rgia Electric Membership Corp., > sumer 
a on of the cooperatives but not all of them and none of the munici- 
palities.? 


THE GEMC PROPOSALS 


The Georgia Electric Membership Corp. is a “super cooperative’ 
of the State of Georgia, organized under the laws of that tate asa 
cooperative, its mamas consisting entirely of other cooperatives 
which are actually engaged in distributing electric energy in rural 
areas of the State of Georgia. 

The GEMC at the present time is a purely paper organization in 
the sense that it owns no electric property of any kind whatsoever, 
and has no generating facilities or transmission or distribution facili- 
ties. It has no capital stock or assets of any consequence, and has 
been acting as a trade association of its cooperative members. 

The first proposal of GEMC consists of an offer to purchase all of 
Georgia’s allocation of Clark Hill power and to distribute the same 
for the benefit of its member co-ops. Since the GEMC owns no 
electric property of any kind whatsoever itself, and especially does 
not own any substation or transmission facilities, connecting it with 
the project, it proposes to enter into a wheeling contract with the 
Georgia Power Co., by which the power company will carry Clark 
Hill power from the dam site over the power company’s lines and 
distribute it to the various co-ops of GEMC. 

The Georgia Power Co. has repeatedly, both before the House and 
Senate committees of the Congress and before this Department, stated 
unequivocally that it will not enter into such a wheeling contract. 

Tn answer to that refusal, the GEMC proposes to start legal action 
to secure an order from the Federal Power Commission or the Pub- 
lic Utility Commission of the State of Georgia, compelling the Georgia 
Power Co. to carry this power. 

We have examined both the laws relating to the Georgia Public 
Utility Commission and the laws relating to the Federal Power 
Commission, and there is considerable doubt as to the jurisdiction 
of either of these regulatory agencies to enter an order for the system- 
wide wheeling of this power by the Georgia Power Co. 

Since the Georgia Power Co. is already receiving the power from 
the project, however, it may be presumed that that company has at 
the present time facilities for its distribution, but whether or not 
such facilities would remain adequate, as the electric loads of the 
State grow, and whether or not the Commissions have authority to 
order the construction of enlarged facilities, are matters of some legal 
doubt. 

However, passing entirely the legal question involved, it must be 
apparent that if such an application is made to either of these regula- 
tory commissions by GEMC and is resisted by the power company, 
it will be a matter of months and possibly of years before such an 
order can be made effective and before any power will be actually 
transmitted by the company to the co-ops. 


2 This statement is no longer true, since several municipalities have made separate appli: 
cations for their pro rata share of the power. 
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Meantime, it seems to me you are confronted with a serious problem 
as to who will utilize this power and who will pay for it, since ad- 
mittedly, unless the power is delivered to the sora m8 co-ops of GEMC 
and they pay for it, GEMC has not sufficient capital to itself pay for 
energy delivered and could not use the energy until after its court 
battle with the power company is successfully concluded. 

Another very practical problem arises. Since it is clearly apparent 
that the amount of Government energy available can meet only a 
part of the requirements of the member co-ops of GEMC, the GEMC 
Farthon proposes that it will purchase from the Georgia Power Co. 
— power for the additional needs of its co-op members. But no 
rates therefor have been agreed upon between the power company and 
GEMC, nor is there any evidence that such an agreement will be 
amicably arrived at. 

There is another legal problem which has been disturbing to me. 
The GEMC does not represent all of the cooperatives in Georgia, 
who are entitled to be preference customers, nor does it represent any 
of the municipalities of the State of Georgia, who are entitled to be 
preference customers, and, therefore, its proposal involves the sale 
of the entire output of this Government project to only a limited 
group, something less than half of the total preference customers in 
the State of Georgia. It is true that none of these others have made 
application for power but if they should must they be compelled to 
deal through GEMC.? 

Very great emphasis is placed on GEMC on the clause in the mar- 
keting criteria which directs that preference shall be given to public 
bodies and cooperatives. There is no question of the validity of this 
argument, and if the GEMC were in a position to receive or pay for 
this energy, it probably qualifies as a preference customer, entitled to 
purchase this power, although formidable argument can be made 
against the qualification of GEMC as a “preference” customer at all 
since it owns no facilities and serves no customers. 

Your attention must be further directed to the fact that there are 
other obligations in connection with power marketing which should 
not be completely ignored, namely, the obligation to sell the power 
advantageously to recover the cost of producing and transmitting it; 
also, the obligation to sell it to achieve distribution in the most wide- 
spread manner possible; and, lastly, the directive to market it in 
accordance with sound business principles. In view of the admitted 
total lack of any facilities of GEMC to receive or distribute this 
power, except such as might result from litigation, and in view of 
GEMC’s admitted lack of financial ability te pay for such power 
until it is distributed to member co-ops, and the apparent likelihood 
that for several months or more of the output of the project might 
be completely lost while litigation was underway, it seems to me that 
some consideration must be given to the practical aspect of the busi- 
ness principles that are involved in the transaction. 

It seems to me that it comes down to this: If GEMC has facilities 
or can borrow money and build facilities to receive and transmit this 
power, or if the Congress shall appropriate money to permit the con- 
struction of Government lines to Seliver it to the cooperative members 


of GEMC, then, under the preference clause, that should be done; 


2 This statement is no longer true, since several municipalities have made separate appli- 
cations for their pro rata share of the power. 





g 
5 
5 
2 
: 
: 
: 
g 

















190 PUBLIC POWER PREFERENCE CUSTOMERS 





but until one or the other of these alternatives occurs, it seems to me 
you are confronted with the practical problem of what to do with the 
output of this project and how to get some money which can be applied 
to the reduction of the debt and how to proceed in accordance with 
sound business principles. 

The proposal of GEMC, therefore, will obviously result in no sale of 
electric energy for many months, if not years, until GEMC has either 
settled its prospective litigation with the Georgia Power Co. or has 
borrowed some money and constructed competing transmission lines 
or has secured congressional appropriation to build these lines. Any 
of these alternatives represents a long delay in the sale of this power 
and in the receipt of any proceeds by the Government. 

The proposed contract with Georgia Power Co. permits you to with- 
draw 10,000 kilowatts per year on 6 months’ notice during each year, 
and permits the cancellation of the entire contract on 3 years’ notice. 
It is the judgment of engineers and construction people that the 
GEMC could not possibly get authorization, borrow the money, do the 
necessary engineering and planning, buy the material and get its lines 
constructed short of a 3-year period in any event, so that if the can- 
cellation clause were exercised promptly, whenever it becomes ap- 
yerene that GEMC has the money, the power would be ready for them 

y the time they are ready to receive it. 

‘urthermore, since the Secretary is directed to market this power 
“in such manner as to encourage the most widespread use thereof at 
the lowest possible rates to consumers,” it may not be amiss to point 
out that the construction of a network of transmission lines over the 
States of Georgia by GEMC must be paid for by the ultimate consumer 
of electricity, in the absence of congressional appropriation. It is clear 
that the construction of such a transmission system to distribute this 
energy to all of the member co-ops of GEMC represents an investment 
of many millions of dollars, the amortization of which would have to 
be paid by the co-ops and the ultimate consumer, in addition to what- 
ever rate the Government might fix for the sale of Clark Hill power: 
and, since the Government power represents only a fraction of the 
need of these preference customers, the amortization of these addi- 
tional facilities, through the purchase of only a portion of the power 
from the Government, must obviously result in a high rate schedule 
to the ultimate consumer. 

The GEMC has transmitted a further proposal to the effect that it 
purchase all of the Clark Hill power and reasit the same to the Georgia 
Power Co., which would then distribute it over its existing system 
throughout the State of Georgia. 

An examination of the laws of Georgia under which the GEMC is 
organized indicates that it is not authorized to sell and distribute 
electric energy to a private corporation, such as the Georgia Power 
Co. Again passing the legal proposition, however, it must be clear 
that GEMC cannot purchase all of this power from the Government 
and resell it to the Georgia Power Co. without some intermediate 
expense, and that whatever intermediate expense may be created must 
be passed on in a higher cost of power to the ultimate consumer. Fur- 
thermore, in my mind it is questionable whether the preference clause, 
which was intended to result in the distribution of energy to coopera- 
tive members, is complied with when the sale is only technically made 
to a preference customer but the energy is actually and immediately 
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sold to a private utility corporation which would not have been entitled 
to it in the first instance. 

From the foregoing discussion, therefore, it is apparent that in the 
absence of electric facilities by GEMC, there are numerous reasons 
why the acceptance of its proposals may result in long delay in the 
marketing of this power, in litigation and in ultimate rates to con- 
sumers that may not conform to the mandate of the statute that the 
energy be sold in such a way as to achieve “the most widespread use 
thereof at the lowest possible rates to consumers.” 


THE GEORGIA POWER CO. PROPOSAL 


Many months ago, under the preceding administration, the Georgia 
Power Co, submitted to this Department a proposal to purchase all 
of the power allocable to Georgia from Clark Til, to firm up what 
amounts to a maximum capacity of the plant, using the company’s 
own facilities to do so, to resell to all preferred customers, as desig- 
nated by the Secretary, all of the Government power produced at 
Clark Hill, at rates to be fixed by the Secretary, and to give the pref- 
erence customers an option to purchase their additional requirements 
from the Georgia Power Co., if they wish, at its standard schedule 
of rates (giving credit in the rate schedule for all of the Government 
power delivered to them), and to permit the Government to with- 
draw from the company 10,000 kilowatts of power per year, on 6 
months’ notice as the preference customers might request, over lines 
other than the lines of the Georgia Power Co., and to permit can- 
cellation of the entire contract on 3 years’ notice. 

This proposal has been strenuously objected to by some, but not all, 
of the preferred customers. It was rejected by the previous Secre- 
tary of this Department, on the grounds that a sale to the Georgia 
Power Co. and a resale by that company to the preferred customers 
was not, in the Secretary’s opinion, a compliance with the preference 
clause. It was further criticized because it did not permit the pre- 
ferred customer to contract directly with the Government, and it was 
said that it also had the practical effect of requiring them to contract 
with the Georgia Power Co. Furthermore, the previous Secretary 
objected to it most strenuously on the ground that it did not provide 
for the Government to take care of these preference customers in the 
future as their loads grew and left them at the mercy of the Georgia 
Power Co. as their loads increase. This, of course, was an assertion 
of Federal Government “utility responsibility” for the area, which is 
not in harmony with the policy of the present administration, which 
has repeatedly denied that the Federal Government expected to go 
into the power business or continue to build unlimited facilities for 
the growing needs of any area, unless those needs could be met by 
hydroelectric power which the Government was authorized to pro- 
duce in the course of its proper Federal functions. 

The original proposal of the Georgia Power Co. has since been 
amended in important particulars and now represents the following 
proposals : 

(1) The Georgia Power Co. will take from the Government all 
of the output of Clark Hill power at the project site, and it will 
pay the Government therefor a rate which has been previously 
established by the Government. 
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(2) It will deliver all of the power which it takes from Clark 
Hill to the preference customers, as the Government may direct, 
at the same rate which the customer would pay if he dealt directly 
with the Government, plus markup, which is admittedly no more 
than the cost of carrying, transforming, and delivering the 
energy. 

(3) The Government would contract directly with all such 
preference customers in Georgia as might desire to receive their 
preference share of the power, and would agree that it should be 
delivered to them at the Government rate, with the only trans- 
mission costs added as above set forth. In the event the Govern- 
ment energy is not sufficient to supply all the preference needs, 
the amount available would be apportioned among them. The 
contract with the Government would provide that the Govern- 
ment would “cause to be delivered” to the preference customers 
their requirements. The sale would be technically to the Georgia 
Power Co., but the Government would have the responsibility 
of seeing that the Federal power was delivered to the preferred 
customer under a contract made with the preferred customer. 

(4) In addition to passing on all of the Government power to 
the preferred customer at the Government rate, the Georgia 
Power Co. proposes that it will firm up, using its own facilities, 
the Clark Hill power from a load factor of about 35 percent up 
to a load factor of 50 percent. 

It may be pointed out that because of inadequate water at 
Clark Hill project, it is estimated to have its maximum firm power 
only 35 percent at the time. The needs of the preference cus- 
tomers require that the maximum firm power be available 50 
percent of the time, and this difference the Georgia Power Co. 
proposes to supply without additional cost. 

(5) The Georgia Power Co. agrees that at rates specified by the 
Government, it will deliver to the preference customers in Georgia 
every kilowatt of capacity and every kilowatt hour of energy that 
is produced by the Clark Hill project. 


The result of these additional proposals by the Georgia Power Co., 
over the proposal submitted to the previous Secretary, amounts to 
something more than $200,000 per year. 

The proposal permits the withdrawal of 10,000 kilowatts per year, 
on 6 months’ notice, for the service of the preference customers direct, 
if either the preference customers or the Government build facilities 
enabling the Government to serve them directly. 

The contract is entirely cancellable upon 3 years’ notice. 

It is estimated by all idee familiar with the utility business that a 
minimum of 3 years would be required in any event for the GEMC to 
obtain the necessary capital, do the necessary engineering and plan- 
ning and construct facilities to enable it to receive this power directly. 
Therefore, it would appear that under the terms of the contract, 1f 
GEMC shows evidence of is ability to construct facilities to purchase 
this power as a preference customer, or if congressional appropriation 
should be made therefor, the cancellation clause may be invoked by 
the Secretary, and the cancellation would become effective approx!- 
mately as soon as the facilities could be constructed to receive the 
energy. 

The contract leaves entirely open to the preference customers any 
dealings with the Georgia Power Co., beyond the receipt by them of 
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the Government energy from that company, for their needs and re- 

uirements above the amount of Government energy, and they are at 
liberty to supply those needs from any other source, including what- 
ever generating facilities they may see fit to construct. The preference 
customers’ contracts for their supply of energy will be directly with 
the Government, and only such supplemental agreements are neces- 
sary with the Georgia Power Co. as may relate to local conditions of 
their receipt of the energy. 

The Georgia Power Co. is, of course, not a preference customer, 
under the preference clause of the Flood Control Act. It is recog- 
nized that it will be contended that a sale of the George Power Co. 
under these circumstances, with an offer pending from a preference 
customer, is a violation of the marketing criteria. 

However, it is my opinion that the Secretary is bound by the other 
provisions of the Flood Control Act, as well as by the preference 
clause, and that in a situation in which there is no preference customer 
able to take and pay for the power, and where a contract with such 
preference customer will result in long delay and the loss of substantial 
revenues by the Government, and where there are other agencies will- 
ing to purchase the power at a rate fixed by the Government, and where 
such contracts contain a withdrawal clause and a cancellation clause 
which could be executed substantially contemporaneously with the 
ability of the preference customers to receive energy directly from the 
Government, the Secretary is justified, if in the exercise of what he 
considers sound business principles, he determines that the plan 
adopted results in the “most widespread use” of said energy “at the 
lowest possible rates to consumers consistent with sound business prin- 
ciples,” and should sell such power, “having regard to the recovery of 
the cost of producing and transmitting such electric energy.” 

In substance, the Bictetery is confronted with the necessity for the 
exercise of reasonable business judgment in connection with the han- 
dling of this matter, and where provisions for the protection of pref- 
erence customers have been taken, to permit them to exercise their full 
preference rights as soon as they are able to do so, the Secretary may 
properly proceed with such an arrangement. 





Aprenpix IT 


Item 8 


CruarK Hirt Triconrracr Prorosan 


A. What it does 


1. It provides for contracts between the preference customers and 
the Government. These contracts will assure the preference customers 
their full share of Clark Hill power at the established project rate of 
$9 per kilowatt for capacity and 4 mills for energy delivered at their 
transmission systems. 

2. It permits the Government to contract with all preference cus- 
tomers that are in a position to use power in the area. 

3. Clark Hill power will supply at present about one-third the 
needs of all the preference customers. e Georgia Power Co. agrees 
to supply all further needs as requested. 
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4. Although there are 2 sources of power, there will be only 1 
transmission system, 1 metering system, and 1 composite billing for 
the preference customer. 

5. The arrangement brings efficiency and governmental administra- 
tive economy to the disposal of Clark Hill power in Georgia. 

6. One-half the average water year Clark Hill production of energy 
(350 million kilowatt-hours less 10 percent line and transformer losses) 
is to be delivered to the preference customers. It is 80,000-kilowatt 
capacity at a 45-percent load factor. 

7. The entire contract with the Georgia Power Co. can be canceled 
on 8 years’ notice or 10,000 kilowatts can be withdrawn each year on 
6 months’ notice. 


B. Contract provisions 
A 1. Contract No. 1.—United States Government—Georgia Power 
0. 

(a) One-half the power from the project delivered to the 
company. 

(6) The company will firm, transmit or interchange and de- 
liver to preference customers when and as directed by the Gov- 
ernment the full 350 million kilowatt-hours of energy of one-half 
the project less 10 percent line and transformer losses, 

(c) The Government will be reimbursed by the company for the 
amount of power that goes into its system at the rate of $9 per 
kilowatt year of capacity and at the rate of 3.4 mills for energy 
ge for a small amount of valley period energy at the rate of 
2 mills. 

(2) Under an average water year the Government revenue will 
be $2,242,490, 

(e) Contract can be canceled on 3 years’ notice or 10,000 kilo- 
watts can be withdrawn each year on 6 months’ notice. 


2. Contract No. 2.—United States Government—Preference cus- 
tomer. 


(a) The Government will contract to have 80,000 kilowatts de- 
livered to preference customers at a 45-percent load factor at all 
times—at all times means good, average, or poor water year. 

(5) The preference customers will pay for this power at the rate 
of $9 per kilowatt year for capacity and 4 mills for the energy. 
This is the established Clark Hill rate. At the 45-percent load 
factor this will result in a power cost of 6.28 mills. 

(c) The customer will reimburse the company at this rate for 
the power that the customer receives pursuant to this contract. 

(a ) The amount of power that the customer is to receive from 
the Clark Hill project and the price that he is to pay for it is 
guaranteed to him by this contract with the Government. 


3. Contract No. 3.—Preference customers—Georgia Power Co. 


(a) yews Power Co. contracts to deliver to preference cus- 
tomers at all times—good, average, or poor water year—80,000 
kilowatts at a 45-percent load factor. 

(b) The preference customer a to make compensation to 
the Georgia Power Co. at the established Clark Hill project rate of 
$9 per kilowatt year of capacity and 4 mills for the energy. 
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(c) Georgia Power Co. contracts to supply all needs of the 
preference customers in addition to the power the preference 
customers will get from the Clark Hill project at the company’s 
regular rate for that type of customer computed on the basis of 
total consumption. 





Aprenprix II 


Item 9 


DeparRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 25, 1954. 
Memorandum. 
To: Secretary of the Interior. 
From: Assistant Secretary, Water and Power Development. 
Subject: Sale of Clark Hill power in Georgia. 

Attached hereto is a draft of contract providing for the sale of Clark 
Hill hydropower to preference customers in the State of Georgia. It 
is the primary contract in a group of three constituting the Depart- 
ment’s tricontract proposal. Under its terms project power will be 
delivered to the Georgia Power Co. at the dam. The Government’s 
revenue will be received from the company as the power is metered into 
its transmission system at the project. The company will integrate 
the power into its own system, firming it when necessary with steam or 
other power so that it will be usable be the preference customers, and 
then, either transporting it over its own transmission system or by 
exchange within its system, deliver it at the direction of the Govern- 
ment to the preference customers at the several receiving points on such 
customers’ retail distribution systems. The preference customers will 
have a direct contract with the Government under which the Govern- 
ment will commit itself to have this power delivered to such customers 
at the stipulated and established project postage-stamp rate. This rate 
now is $9 per kilowatt for capacity and 4 mills per kilowatt-hour for 
energy, resulting at a declared load factor of 45 percent in an overall 
average price of 6,28 mills. The amount of energy that the preference 
customers will receive is determined by the entire numbr of kilowatt- 
hours that the Georgia portion of the project could have produced in 
an average water year. This amount is 350 million kilowatt-hours 
annually, less line and transformer losses. The capacity available to 
the preference customers is 80,000 kilowatts. 

This contract deals with a highly controversial question that has 
been before the Department of the Interior for several years and is one 
that we inherited already flamed to a high pitch. It is not a question 
of whether or not the benefits of the Clark Hill project shall go to the 
preference customers because each of the several proposed plans is 
directed fully at that objective and will satisfactorily accomplish it. 

The real issue is a local struggle between a public power minded 
group without any physical electric power facilities and a private 
power company with established and growing generating and trans- 
mission facilities adequate to meet and presently serving the needs of 
the area. That contest is a local one, and the Federal Government 
should not be a party to it. 
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The Government, however, does have the Clark Hill hydroelectric 
plant now producing power, and the Department of the Interior is di- 
rected to sell that power. It becomes our duty to make this power 
available to preference customers as efficiently and economically as 
possible through the facilities that are at our disposal. While the local 
public power group has made alternative proposals to this contract, 
there have been definite declarations indicating that it would be 
months, and perhaps years, before they could have transmission and 
generating facilities available to transmit and use the power and con- 
tingent thereon money with which to pay for it. 

As a part of this contest the contract is being specifically challenged 
on two counts that should be given attention. 

The first centers around the preference clause which provides, 
“Preference in the sale of such power and energy shall be given to 
public bodies and ee The preference customers in the area 
who have direct use for the power are 44 municipalities and 37 rural 
electric cooperatives. Their requirements are about three times the 
Georgia output of the project. They are all now purchasing their 
power wholesale from the Georgia Power Co. and are connected to its 
transmission system. Under this tricontract proposal each of those 
who makes application will have a direct contract with the Govern- 
ment for its proportionate share of Federal power. 

The Georgia Electric Membership Corp., a generating and trans- 
mission super cooperative and also a preference customer, has made 
application for all of the power, and they propose to become respon- 
sible for its distribution among the above-indicated cooperative pref- 
erence customers who will actually use the power. Our choice then 
is, Shall we contract with the Georgia Electric Membership Corp. or 
with the several retailing preference customers. As a matter of gen- 
eral policy, either arrangement is satisfactory from the Government’s 
point of view. Throughout the areas of Interior’s four power-mar- 
keting agencies, we have numerous examples of each. Our only pur- 
pose is to adopt the arrangement that is most suitable to local 
conditions. 

In this specific instance there are several local reasons why we 
cannot sell the power to the Georgia Electric Membership Corp. (1) 
It is an organization without any facilities for distributing power and 
with only limited financial resources. (2) Georgia law under which 
it. is incorporated prevents it from selling power to organizations other 
than cooperatives. Therefore, it could not sell power to the munici- 
palities or sell peaking capacity and secondary energy to the Georgia 
Power Co., which is now the only available purchaser for such power. 
(3) Because of the local struggle or competition above referred to, 
the president and the vice president of the Georgia Power Co. have 
repeatedly asserted across our conference table that their company 
cannot enter into a contract with the Georgia Electric Membership 
Corp. to make the company’s transmission system or steam power 
available to them. Any local forced action would take years to 
accomplish. 

With these circumstances we have no choice but to deal directly with 
the retailing preference customers. Under this contract to imple- 
ment that purpose (as would also be the case in the alternate proposal 
offered by the Georgia Electric Membership Corp., if it were possible 
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for them to activate it) the Georgia Power Co. will serve only in an 
auxiliary capacity to transmit the firm power to the preference cus- 
tomers for the Government and to constitute a market for peaking 
capacity and secondary energy, each of which can be used only with 
steam or other standby power. 

In most respects this contract is identical to the more standard wheel- 
ing and firming contracts and in its differences really has an advantage 
over them. ere it not for the local struggle between public and 
private power at the statewide level in Georgia and the tendency for 
those same elements to pick it up nationwide for publicity purposes, 
this contract would be unanimously recognized as a perfection of the 
well accepted standard wheeling and firming contracts. The physical 
yrocessing of the power, while in the custody of the company, such as 
irming, transmission or exchange, is identical under either arrange- 
ment. The question of legal title to the power during this process, 
whether it be retained in the Government or conditionally passed to 
the company, is one of scholastic interest, but particularly from the 
standpoint of benefits to the preference customers, it is entirely with- 
out significance. In either arrangement the next step is for the power 
and its title to pass to the preference customers where the power is con- 
sumptively used by their members. Bluntly the question is purely 
academic. 

The company will supply from its own generating plants about two- 
thirds of the power used by the preference customers. Under the 
tricontract proposal, when the company bills the preference customer 
for this power, the bill will contain a separate item billing the cus- 
tomer also for the Government power. e 2 will be added, and in 
1 billing and 1 payment, the transaction will be complete for the period. 
The company pays the Government for the power at the rate of $9 
per kilowatt and 3.4 mills for energy as it is metered at the project bus 
bar. It therefore retains the payment from the preference customer 
which is made at the Government established project rate. 

This contract provides for an efficient, economical and effective 
method of selling Clark Hill power to the preference customers. I 
am confident that it is fully within the letter and the spirit of the pref- 
erence law. I must advise, however, that there are others who have 
the opposite point of view, and the question may be tested in the 
courts. 

The second count of challenge deals with economic values. Does the 
contract adequately distribute the benefits of the project among the 
preference customers, or are the benefits being absorbed by the com- 
pany? Many conferences have been held to discuss this question, and 
the analyses of several groups of experts have been studied and com- 
pared. In all this work established facts are associated with certain 
assumptions. It is difficult to determine an exact answer. 

In an average water year it has been estimated the company will 
pay the Government $2,242,490 for all elements of power that it gets 
from the project. This is fully adequate for all of our requirements. 
The company will receive payment from the preference customers 
for power delivered to them for the Government in the amount of 
$1,980,000. In this exchange the preference customers will receive 
80,000 of the project’s 000 kilowatts of capacity assigned to 
Georgia and all of its 350 million kilowatt hours o energy, less trans- 
mission and transformer losses. The company will have to earn the 
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$262,420 difference, plus a reasonable payment for its services in 
transmission and firming or exchange of power from the remaining 
benefits that it will retain. These benefits include 40,000 kilowatts 
of peaking capacity without energy, the privilege of using the entire 
portion of the project assigned to rgia for peaking purposes, and 
the other general advantages of complete integration. 

The integration involves the putting together of two sizable eco- 
nomic values. One is the Government’s Clark Hill project with a 
total capital investment (as estimated on September 22, 1953, by the 
Corps of Engineers) of $86,306,000, of which a substantial amount 
will be allocated to power. The other is the Georgia Power Co.'s 
production, transmission, and distribution system and its long years 
of business know-how with a capital investment on December 31, 
1953, of $338,742,848. We know that an integration value is there. 
It is on the basis of that value that we can show the above favorable 
figures. But how do we measure those values and their component 
parts, and how do we distribute their composite benefits? 

The direct benefits of the Clark Hill project should go to the pref- 
erence customers. The Government, however, cannot claim the full 
benefits of integration and expect to pass them on only to the prefer- 
ence customers. Insofar as they come from the value of the Clark 
Hill project in integration, they should go to the preference customers. 
Insofar as they come from the resources of the Georgia Power Co., 
they should go to all of the customers of the company including the 
preference customers in proportionate amount. With this concept 
of equity, the edge is pretty well taken off from any of the differences 
in estimated benefits that have come to my attention during many 
months of conferences and study. I feel that it establishes an equi- 
table distribution of the benefits that come from integration. 

Furthermore, this contract is sufficiently flexible so that it can be 
adjusted for change of conditions or change of judgment from time to 
time. The rates are subject to approval by the Federal Power Com- 
mission and to periodic review every 5 years. Ten thousand kilowatts 
of the power can be withdrawn each year by the Government for 
other use or disposal and the entire contract can be canceled on 3 
years’ notice. 

All of the negotiations since we came into office in the preparation 
of this contract have been held here in Washington under secretarial 
direction. I feel that all interested groups have had ample oppor- 
tunity to express their views and all have been helpful in attaining 
the resultant contract proposal. Because it has been negotiated here 
in ee and because of its general significance, it has been 
prepared for secretarial signatures. 

This contract is not only the best means of handling a difficult con- 
troversial problem but also has high merit in its own right. It makes 
the full usable power output of the Georgia portion of the project 
available to the preference customers. It gives them a proper share 
of the integration benefits. It utilizes the existing transmission and 
steam-generating facilities in the local area. It brings the least pos- 
sible disturbance to long-established and accepted local business re- 
lationships. It does not require through the years continuing appro- 
priations from Congress to buy firming steam power or for wheeling 
charges. It will keep Government personnel and administrative 
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expenses at a minimum. It facilitates a proper Federal contribution 
to the power requirements of the area. It is an efficient business 
arrangement for accomplishing these purposes. 

I recommend that the contract be approved. 


Frep G. AANDAHL. 
Approved : 





Secretary of the I nterior. 





Appenprix IT 
Item 10 


SrareMent spy Ciarence A. Davis, Sorictror or THE DEPARTMENT 
or THE INTERIOR, BErorE THE SUBCOMMITTEE OF THE COMMITTEE 
ON THE JUDICIARY OF THE Unitrep States SENATE, J ANUARY 21, 1954 


Mr. Chairman and gentlemen of the committee, a review of the 
record heretofore made before the committee indicates that the As- 
sistant Secretary has answered time after time all of the questions, 
the objections and the criticisms made by the various witnesses. 

It is obvious from the testimony of the witnesses that there exist 
some very serious misunderstandings on the part of some of the 
witnesses with reference to the Federal law relating to these matters 
and to the responsibilities of the Department of the Interior. It is 
likewise apparent that there are profound philosophical differences 
as to the proper role of the Peden! Geverunent in the economy of the 
electric industry. I think it is apparent that a large part of the 
controversy grows out of the basic philosophical and political dif- 
ferences, of which the Power Marketing Criteria for the Missouri 
Basin is only a symbol. 

It seems to me that if this entire controversy is to be considered on 
its merits from the standpoint of the Federal law involved, following 
the requests of some members of the committee, it is desirable to state 
the legal position of the Department with reference to the production 
and sale of th electric energy. To do so it is deemed important to 
briefly review the Federal ee relating to the production and dis- 
tribution of electric energy as they have been enacted by the Congress 
throughout the years. 

The first Reclamation Act was passed in the days of Theodore 
Roosevelt in the year 1902 (32 Stat. 388, 43 U.S. C. 391). It was en- 
titled, “An Act Appropriating the Receipts From the Sale and Dis- 
posal of Public Lands in Certain States and Territories to the Con- 
struction of Irrigation Works for the Reclamation of Arid Lands.” 
That act provided, in substance, that all moneys received from the 
sale and disposal of public lands in a group of 16 Western States 
should be set aside as a special fund in the Treasury to be known as the 
Reclamation Fund and was “to be used in the examination and survey 
for and construction and maintenance of irrigation works for the stor- 
age, diversion, and development of waters for the reclamation of arid 
and semiarid lands in the said States and Territories. * * *” That 
general purpose, which has never been changed, still expresses the 
primary obligation of the Department of the Interior, although as I 





u 
5 
5 
5 
: 
3 
g 

















200 PUBLIC POWER PREFERENCE CUSTOMERS 





shall point out, in later acts the Department does have some power- 
marketing responsibilities that are not necessarily connected with the 
irrigation of arid lands. 

It was not unt] 1906 (34 Stat. 116) that the generation of electricity 
in connection with this storage of water was recognized by the Con- 
gress, and then it said that “whenever a development of power is nec- 
essary for the irrigation of lands under any project undertaken by the 
said Reclamation Act, or an opportunity is afforded for the develop- 
ment of power under any such project, the Secretary of the Interior 
is authorized to lease for a period not exceeding 10 years, giving pref- 
erence to municipal purposes, any surplus power or power privileges, 
and the moneys satel from such leases shall be covered into the Rec- 
lamation Fund and be placed to the credit of the — from which 
such power is derived, provided that no lease shall be made of such 
surplus power or power privilege as will impair the efficiency of the 
irrigation project.” 

Here, for the first time, appears the word “preference” in connection 
with the sale of Federal power, but note carefully that this early act 
gave preference to “municipal purposes.” It will be noted that this 
act did not create a class of preference customers. It did create a pref- 
erence for public uses. 

This policy continued substantially the same until the passage of 
the Boulder Canyon Project Act in 1928, and that act, as you will re- 
call, authorized the Secretary of the Interior to construct the Boulder 
Canyon project, to sell the water therefrom for irrigation and domes- 
tic uses and the generation of electric energy and “delivery at the 
switchboard to States, municipal corporations, political subdivisions, 
and private corporations of electrical energy generated at said dam 
upon charges that will provide revenue, which, in addition to other 
revenue accruing under the reclamation law, will, in his judgment, 
cover all expenses of operation and maintenance incurred by the 
United States * * *” 

As you are all aware, under the provisions of this act the Interior 
Department sells falling water to various public and private corpora- 
tions at the Hoover Dam site. Again, the primary obligation is the 
liquidation of the debt of the project. 

The next major legislation of the Congress with reference to electric 
power was the passage of the Tennessee Valley Act. The Tennessee 
Valley Act, as you know, is a special act governing a special region, 
under a special Authority. The Authority is not under the control of 
the Department of the Interior in any respect whatever. The act is 
not of general applicability to the question of a national power policy 
which I expect to discuss. 

In the act of 1935 authorizing the construction of Grand Coulee, it 
is recited that the project is being built “for the purpose of controlling 
floods, improving navigation, regulating the flow of streams of the 
United States, providing for the storage and for the delivery of the 
stored waters thereof, for the reclamation of public lands and Indian 
reservations, and other beneficial uses, and for the generation of elec- 
tric energy as a means of financially aiding and assisting such under- 
taking.” Later, in 1943, the operations at Grand Coulee were placed 
under the provisions of the Reclamation Project Act of 1939. There 
were no specific directives regarding electric power with reference to 
Grand Coulee, other than the general reclamation laws. 
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In the Bonneville Power Administration Act of 1937, the Interior 
Department, h the Bonneville Power Administrator, was di- 
rected to dispose of energy “in order to encourage the widest ible 
use of all electric energy that can be generated and marketed and to 
provide reasonable outlets therefor and to prevent the monopolization 
thereof by limited groups”; and the Administrator was authorized, 
therefore, to construct such transmission lines and substations as might 
be sdvinebls to accomplish these pu . In the Bonneville Act the 
preference clause was extended still further to provide “that the 
Administrator shall at all times, in disposing of electric energy gen- 
erated at said project, give preference and priority to public bodies 
and cooperatives,” and this policy was further followed by provisions 
that any contracts with private utility corporations must contain pro- 
visions for the cancellation of the contract or the withdrawal of 
portions of the power thereof upon 5-year notice whenever in the 
judgment of the Administrator the power is needed for the use of 
preference customers. This provision for the withdrawing of power 
from others for the benefit of preference customers is unique to the 
Bonneville Act. It is not a part of the general reclamation laws; it is 
not a part of the Flood Control Act of 1944; and the fact that it has 
been omitted from these acts b on actions of the Congress 
would indicate that it is not of general applicability. 

Here, in the Bonneville Act, for the first time the change was made 
from dedicating power generated at Government projects to Govern- 
ment or municipal “purposes” over to that of “giving preference and 
priority to public bodies and cooperatives,” regardless of the use which 
they might make of the power. There is a vast deal of difference in 
these two conceptions. e original reclamation conception was ap- 
parently based upon the theory that the savings in power costs, if any, 
generated by projects constructed at taxpayers’ expense should be 
yassed back to the taxpayer by using the power for public purposes. 
‘he latter conception, expressed in the Bonneville Act and some subse- 
quent acts, is a conception that the savings in power costs, if any, at 
projects built at Government expense, should be passed on to those 
marketing agencies of a public nature, regardless of whether they 
use the power for public purposes or for resale purposes. This lan- 
guage and similar language in other laws relating to water and power 
has made available in some areas very substantial blocks of hydroelec- 
tric energy which these public organizations have marketed to mu- 
nicipalities, to industries, and to private individuals, much of which 
is not used for the “public purposes” contemplated in the original 
1906 Reclamation Act. In other respects the general policy laid 
down at Bonneville is not substantially different from that of the 
general reclamation laws. 

In the Fort Peck Act of 1938, the Department was again directed 
to operate the project “for the benefit of the general public and 
particularly of domestic and rural consumers, disposing of electric 
energy generated at such project, giving preference and priority to 
public bodies and cooperatives.” 

The Reclamation Project Act of 1939 provided that “Any sale of 
electric power or lease of power privileges made by the Secretary 
in connection with the operation of any project * * * shall be for 
such periods not to exceed forty years and at such rates as, in his 
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judgment, will produce power revenues at least sufficient to cover an 
appropriate share of the annual operation and maintenance cost, 
interest on an appropriate share of the construction investment at 
not less than 3% per annum, and such other fixed charges as the 
Secretary deems proper; provided further that in said sales or leases 
preference shall be given to municipalities and other public corpora- 
tions or agencies * * *” and to cooperatives and other nonprofit or- 
ganizations financed by the Rural Electrification Act. 

Note that here, following the policy of the Bonneville Act which 
had been passed 2 years previously, the preference is to the type of 
marketing organization, that is, “to municipalities and other public 
corporations or agencies * * *,” rather than to “municipal purposes” 
as were described in the original reclamation laws. 

The attention of the committee should be directed to the fact that 
all of these acts were bottomed upon the theory that the energy should 
be disposed of to help liquidate the cost of the project. This is clearly 
spelled out in the Grand Coulee Act, which provides “for the genera- 
tion of electric energy as a means of financially aiding and assisting 
such undertaking.” From this language I would infer that the stor- 
age of water, the reclamation of public lands and Indian reservations 
and other beneficial uses were the primary purpose and obligation 
of the project, and that the electric energy and its sale is an incident 
to such undertaking. 

Your attention should further be directed to the language of the 
Bonneville Act, which requires the Secretary to dispose of energy 
“in order to encourage the widest possible use” and “to prevent the 
monopolization thereof by limited groups.” Your attention is di- 
rected to these clauses because they would appear to be fully as much 
a directive to the Secretary as is the preference clause above set forth. 

Your attention is further directed to the Fort Peck Act, which 
recites that the Secretary is directed to operate the project “for the 
benefit of the general public and particularly of domestic and rural 
consumers.” 

In the Flood Control Act of 1944, which is the act controlling a 
great many of the projects in the Missouri Basin, with which the 
committee is now particularly concerned, the Secretary of the Interior 
is designated as the marketing agency of power generated at flood- 
control dams constructed by the Corps. of Army Engineers, and in this 
case he is given the following criteria : 

He “shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers, consistent with sound business ——, 
the rate schedules to become effective upon confirmation and approval 
by the Federal Power Commission. * * *” Preference in the sale of 
such energy “shall be given to public bodies and cooperatives.” The 
Secretary is authorized “to construct or acquire only such trans- 
mission lines and related facilities as may be necessary in order to 
make the power and energy generated at such projects available in 
wholesale quantities for sale on fair and reasonable terms to facilities 
owned by the Federal Government, public bodies, cooperatives and 
privately owned companies.” 

You will note that this act adds the further obligation upon the 
Secretary to “encourage the most widespread use thereof at the lowest 
possible rates to consumers, consistent with sound business principles.” 
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These paraphrased excerpts, I believe, are adequate to give you 
a broad view of such statutory power pg as has been laid down by 
the Congress of the United States. t is clear that all of them are 
based primarily upon the disposal of hydroelectric energy which 
is generated incidentally in connection with the construction of irri- 
gation works or flood-control dams. All of them contain directives to 
the Secretary, differing slightly in wording, but directed toward the 
sale of the energy (a) “for the benefit of the general public and 
particularly of domestic and rural consumers”; (b) “to encourage the 
widest possible use”; (c) to market “consistent with sound business 
principles” ; and (d@) in all of them to give preference to public bodies 
and cooperatives. 

It is very interesting to discover that nowhere in the reports of the 
committees, or even in the discussion on the floors of the Houses of 
Congress has there ever been any adequate attempt at definition of 
the word “preference” or the scope of the preference clause. It 
does seem clear that the primary obligation of the Secretary of the 
Interior is the welfare and prompt liquidation of the project from 
which the energy is created. This has been so from the beginning. 
One of the very few interpretations of the preference clause which we 
have been able to discover is in an opinion of the Attorney General of 
the United States during the administration of President Wilson. 
The opinion will be found in 30 Opinions of Attorneys General 197. 
In that case the Secretary of the Interior had entered into a trans- 
action with the Pacific Gas & Electric Co. by which a reclamation 
project was purchasing power and energy for an area in the State 
of Arizona, and the Pacific Gas & Electric Co. had retained the 
business in the city of Phoenix. The contract provided, among 
other things, that while the Government was serving power to that 
private corporation, it would “refrain from a general retailing of 
power to customers in the city of Phoenix” and from “furnishing 
power to anyone in said city to be again sold or retailed.” The ques- 
tions were, first, whether such an agreement violated the preference 
clause, and, second, whether it was in violation of the antitrust laws. 
The Attorney General held that it did neither and was a proper 
contract, and in that opinion used this language: 

“Through leases of this character, each project is to be made, to 
the extent possible, the means of paying for itself. The money 
proceeds operate to reduce pro tanto the financial burdens which 
must ultimately fall upon the water users. Therefore it is the first 
duty of the Secretary to consider the welfare of the project and the 
water users. The duty to prefer municipal purposes in the making 
of leases is secondary and incidental. If, where a surplus of power 
became available, opportunities should occur to dispose of it for 
municipal uses, and the terms offered in return were at least as 
advantageous to the project as the terms offered in behalf of other 
users, it would be the duty of the Secretary to make the lease for 
the municipal uses, but not so if, in his judgment, the contract would 
prove more profitable if made in the other way. If the lease for 
the municipal uses, promised less advantage, he could not make it 
without favoring the mere incident of the statute to the detriment of 
its prime object.” 

I fully recognize that this opinion was written prior to most of the 
large hydroelectric developments now under the control of the De- 
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partment. On the other hand, it is noteworthy that no modification 
of that opinion has been pointed out. 

There is some discussion in the Congressional Record that took 
place on the floor of Congress from time to time in connection with 
the passage of these various bills. Without burdening the committee 
with reciting those various colloquies of the Members of the House, 
it may be said that they did represent somewhat diverse views, but 
that none of them indicate any clear acquiescence by either House of 
Congress in the interpretation which various members have under- 
taken to make. 

I might also say for your information that I have requested the 
general counsels of the various power marketing agencies of the In- 
terior Department, all of whom have occupied those positions for 
several years under previous administrations, to supply to me any 
interpretations of the preference clause of opinions relating thereto 
which they have prepared during recent years. I have been informed 
by all of them that no such opinions have been written by any of them. 
I should add that so far as we have been able to ascertain, the inter- 
— of the language of these various preference clauses has never 

n rendered in any judicial opinions, and consequently, the benefit 
of judicial interpretation is entirely lacking. 

I shall not attempt to explain wliy there have been no formal legal 
opinions ever expressed by either administrative lawyers or the judici- 
ary regarding language which is so clearly provocative of different 
interpretations. 

In the absence, therefore, of judicial or congressional interpretation 
of the preference clause, I should like to point out to the committee 
some of the potential problems which arise in connection with the 
administration of this act, in situations in which the amount of Fed- 
eral power produced is not sufficient to satisfy all of the demands that 
are made upon the Department. For instance, may I point out to you 
that a very serious conflict may arise between the mandate given to 
the Secretary “to dispose of such power and energy as to encourage 
the most widespread use thereof” and the language “giving preference 
to public bodies and cooperatives.” It is not necessarily true that sales 
to public bodies and cooperatives represent the most widespread use, 
and that may be particularly true where the public bodies, in turn, 
resell energy to a single large industrial user, a situation which has 
already arisen in some quarters and which potentially may arise at 
= time. 

he Department has dealt, and will continue to deal, with public 
bodies and cooperatives, upon the general presumption that they do 
encourage the most widespread use, at the lowest rates, but I should 
ask the committee to remember that this is not necessarily and in all 
instances true. 

I should also point out to you that some of these acts require dis- 
tribution primarily for the benefit of domestic and rural consumers. 
This language cannot always be reconciled with the preference clause, 
if the agency having the so-called preference insists upon exercising 
its preference and reselling to industry power which might be sold 
to others who would deliver it to domestic and rural consumers. A 
potent argument can be made that if there are savings in the cost of 
production of electric energy by the Government, that benefit should 
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be distributed first to governmental agencies which presumably benefit 
all of the public, and next to the largest number of people possible, 
namely, the domestic and rural consumers referred to in the act, no 
matter by whom served. 

May | suggest that as time goes on, this problem will become an 
acute one, because as industry develops in the area served by pref- 
erence customers, the conflict between the industrial user and the 
domestic and rural consumers is likely to be intensified. 

With no congressional or judicial interpretations to guide me as a 
lawyer, I cannot say with any degree of certainty what interpreta- 
tions might be given this language if the matter resolved itself into 
litigation, although in all candor it should be pointed out that many 
of these other directives appear in the same act and as a part of the 
same paragraphs which contain the preference clause, and that situa- 
tions may arise in which it will be difficult to give effect to one clause 
of the paragraph and ignore the remainder. 

There is also running through the testimony a clear implication on 
the part of the witnesses regarding the Federal obligation to extend 
transmission lines for their service benefit. About the fundamental 
authorization of the Department to do so there can be no question, 
but the extent of such lines in connection with the marketing of power 
under the preference clause raises many difficult questions. 

It seems to me there can be no question that at the beginning of a 
project, at the time the power is first offered on the market, the Jan- 
guage is clear that all public bodies and cooperatives within a rea- 
sonable marketing distance should be given the right over other pur- 
chasers to buy the energy. But even that is not as simple as it sounds. 
Assume a project with 100,000 kilowatts of energy to sell. Within a 
radius of 100 miles of that project, or some reasonable marketing area, 
there are certain public bodies and cooperatives whose electrical needs 
at the time are 50,000 kilowatts. There seems to be no question that 
they are entitled to purchase the 50,000 kilowatts, but what about 
the remaining 50,000 kilowatts? Within that 100-mile radius there 
may be numerous industries, commercial ventures, private utility cor- 
porations and other potential purchasers of that energy. a dope 
200 miles away are other public bodies and cooperatives. Should 
the Government carry that energy and build transmission lines the 
second 100 miles for the benefit of public agencies and cooperatives, 
or should that energy be sold to nonpreference customers within that 
100-mile radius? Also, there is a preference customer 300 miles away. 
Should the Government undertake to carry that energy 300 miles to 
sell to the preference customer, or should that energy be sold to non- 
preference customers within the first 100-mile normal marketing 
radius? Those who advocate the unlimited extension of Federal power 
would undoubtedly take the position that the Government was under 
obligation to extend its lines indefinitely so long as it has power to 
sell and so long as there are preference customers who can be found 
to sell to. The logical result of that policy, however, is that it results 
in a sale exclusively to public agencies. The word “preference” by 
definition seems to imply a choice between alternatives—a choice 
between prospective customers. The position I have supposed, there- 
fore, of unlimited extension of Federal transmission or Federal mar- 
keting, regardless of distance, would seem to run contrary to the 
implications in the word “preference.” Also the mandate to follow 
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“sound business principles” unless ignored would seem to im 

some limitations in the hypothetical situation I have been discussing. 
There is still another phase of the problem which is equally the 

subject of dispute and of various interpretations. 

Suppose again that our Federal plant generates 100,000 kilowatts 
and our preference customers within a reasonable marketing area— 
whatever that might be determined to be from an engineering stand- 
point—use only 50,000 kilowatts. What are the obligations of the 
Government with reference to the remaining 50,000 kilowatts? 
Should that energy be sold to nonpreference customers for the sake of 
increasing the Government’s income and therefore facilitating the 
liquidation of the cost of the project, or should the Government hold 
that 50,000 kilowatts in reserve for the benefit of the expected future 
growth of its preference customers? And if it holds that 50,000 kilo- 
watts in reserve for its preference customers, should it make a char 
for this capacity which it is holding in reserve, or should it hold that 
reserve capacity without any charge until such time as the preference 
customer wishes to use it? 

It must be realized that this 50,000 kilowatts of idle capacity repre- 
sents an investment of at $10 million on which the Federal taxpayer 
received no return so long as it is held in reserve without charge. 
It has been said that this reserve capacity will not go unused but 
will be sold to others, and this has been true in some cases, I would 
suspect largely because since the beginning of preparation for World 
War II there has been a constantly growing need for industrial power 
which has made it possible to market whatever energy has been 
ivailable. 

From the long-range standpoint, however, it must be remembered 
that if energy is held subject to the call for withdrawal by preference 
customers, as the preference customer’s load grows, that power is not 
very dependable to anyone else, and it would normally have to be 
sold on a short-time or dump-power basis and fail to realize the maxi- 
mum return on its sale. It is with that general thought in mind that 
it seems desirable to place capacity charges on reserves which are held 
for future growth of customers, If they are to be held over any very 
extended period of time. 

These capacity charges are what the witnesses repeatedly refer to 
as “a penalty.” Of course, they are not a penalty at all. They are 
merely a charge to reimburse the Government for an investment which 
it is holding idle for the benefit of the customers. If the Government 
holds that capacity idle without some payment for it, this is exactly 
the equivalent of allowing individuals to use Government. property 
rent-free. Such capacity charges are perfectly normal in the utility 
industry, both public and private, and are a well-recognized business 
practice, as any competent utility operator or rate-man knows. 

I point these things out to the committee with the thought in mind 
that the Congress has directed the Secretary to operate these projects 
on a businesslike basis for the benefit of domestic and rural users, and 
that the problem is not solved by the unlimited and unrestricted appli- 
cation on the preference clause. 

There has been complaint from several of the witnesses that. all 
power from any project managed by the Interior Department should 
be sold to nonpreference customers only with the clause which permits 
the Department to withdraw it for the benefit of the preference custo- 
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mers, when, as and if they need it. The statement has been made 
that the Department is violating a “historic” policy when it undertakes 
to omit these withdrawal clauses from a limited number of nonpref- 
ence customer contracts. It should be pointed out that the record 
clearly shows that these clauses providing for the withdrawal of 
power from nonpreference customers on the demand of preference 
customers were not inserted in Reclamation contracts of the Interior 
Department until 1946. There have been submitted for the record 
numerous contracts with industry and with private utility companies, 
executed by the previous administration, which did not contain a with- 
drawal clause. If this policy is “historic” it is only historic since 
1946, and since 1946 it has been “historic” only in limited instances. 

There are 13 i pee contracts made by the Bureau of Reclamation 
prior to 1953 which have no withdrawal clause. There is a 30-year 
contract in the Southwest Power Administration with an industry 
which has no withdrawal clause. There are 19 industrial contracts, 
running for many years, in the Bonneville Power Administration 
which have no withdrawal clause. In fact, practically none of the 
Government contracts selling power to industrial customers has a with- 
drawal clause. 

I am not at all critical of this situation, because it seems hardly 
necessary to explain that it is not possible to market a thing like elec- 
tric industry on which domestic, rural, and industrial users depend 
unless it can be marketed upon a dependable basis. It has been well- 
pointed out that when it became necessary to construct aluminum 
plants in the Pacific Northwest, these large industries would not con- 
sider constructing plants-if their power supply was to be subject to 
the withdrawal clause. Therefore, the previous administration 
executed contracts running into the 1960’s for more than 1 million 
kilowatts of firm power which contained no withdrawal clause what- 
ever. I cite these instances, not by way of criticism, but only to dis- 
abuse your minds of any notion that the suggestions of the Secretary, 
that under certain conditions similar contracts might be executed, is 
anything new, is any departure from previous policy or is any viola- 
tion of any sup “historic” principle. 

There was criticism from some of the witnesses because in some of 
the addresses delivered by officials of the Department there was a men- 
tion of the possibility of readjustment of rates. I am sure that this 
phase of the matter was adequately covered by Assistant Secretary 
Aandahl in answer to questions, but it is deemed not inappropriate 
that I should amplify the matter further in this statement for the 
benefit of those tho are not entirely familiar with the problem. 

I should first point out that all of these ere were built upon the 
theory that a large portion of the costs should be reimbursed to the 
Federal Government through the sale of water and power. In most 
of them in recent years the amount repayable from the sale of water 
for irrigation purposes has been determined as being that amount 
which within reason the landowners of the district might be able to 
pay The remainder of the reimbursable items of the project. have 

presumed to be repaid by the sale of electric energy, and water for 
municipal and miscellaneous pur 

It must be apparent to anyone that the amount of money to be repaid 
the Federal Government determines the rates which must be charged 
for both the water and the power to raise that amount of money. In 
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almost all cases the charges against the water users have already been 
fixed in the first instance as the maximum which their ability to pay 
permitted. Therefore, any upward variation in the amount of money 
which the Federal Government must be reimbursed, it is obvious must 
come from a readjustment of electric rates. 

I shall not discuss before the committee the problems of the alloca- 
tion of costs between the items for which the Government must be 
repaid and those which are not reimbursable, nor the allocations of 
costs between water and power, with which I am sure your committee 
is familiar and which have been studied by a committee of the Con- 
gress on which a full report has been made (report to the House Com- 
mittee on Public Works on cost allocations, House Committee Print 
No. 23, 82d Cong., 2d session.) A brief examination of that report 
will show very wide differences between the allocation of costs to 
power which were used in connection with the authorization of the 

roject and the allocation of costs reimbursable from power which has 
a used as a base by the Department of the Interior and its power- 
marketing agencies. This is a problem to which the Congress has 
previously given attention, and it may be presumed to give further 
attention. 

I shall not discuss it further except to point out that in some in- 
stances the allocations of st costs from power, as set up at 
the time the project was being authorized, are double the amount 
which we found the Department was using as its base to be amortized. 

The problem I wish to discuss is one of actual increased costs of 
construction, due in large part to the inflationary period which has 
occurred between the time many of these projects were authorized and 
the date when construction was or will be completed. In many areas 
the rates promulgated by the Department were promulgated on the 
basis of estimated costs of the project. It is now apparent from all 
reports that the actual costs of these projects are 114 times and some- 
times double the estimated costs upon which those rates were based. I 
should point out that under the Federal reclamation law as it has 
existed for many years the Secretary is under an obligation to reim- 
burse the Government with interest at 3 percent on the power-facility 
features of these reclamation projects. Hf there were a period of sta- 
bilized or even declining prices, as the country had during the 1930's 
and which there has not been since the 1930's, rates might be promul- 
gated, based upon estimation of costs, with reasonable accuracy, but 
when the costs of many of these projects are now almost double the 
amount which was in contemplation at the time the rates were fixed, 
it must be apparent that the rates as fixed and based on the estimates 
will not return the actual cost of investment in the project. 

This is a pure matter of arithmetic; it does not involve any new 
statement of policy whatever; it is purely factual and is designed only 
to direct the attention of the committee, the witnesses and the Depart- 
ment to the fact that a problem is presented, which sooner or later will 
require solution. 

ay I illustrate this problem with a concrete situation? The report 
to the House Committee on Public Works on cost allocations (House 
Committee Print No. 23, 82d Cong., 2d sess.) shows that in one of the 
Department’s areas of operation (the Southwest Power Administra- 
tion) the Army engineers’ allocation of cost to power was $400 million, 
but the Interior Department has been using a rate base to be amortized 
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of only $200 million a figures approximate). Now it must be 
apparent that the rate base used, even if fully liquidated, is still $200 
million short of the amount required to liquidate the power facilities 
as set up by the Army engineers who built the project. 

With reference to the Missouri Basin power situation and without 
going into detail, I am sure you know that the costs of the Garrison, 
Fort Randall, and Gavins Point projects were estimated several years 
ago. On the basis of those early estimated cost figures a schedule of 
electric rates in the basin was promulgated by the Interior Depart- 
ment. We all recognize the tremendously increased inflation that took 
place between 1948 and 1953, so the costs of all of these a 
through nobody’s fault, are going to be millions of dollars higher than 
the estimated costs on which the rates were promulgated. 

If the law is adhered to which will reimburse the cost of power fa- 
cilities so installed, it must be apparent that rates designed 5 or 6 years 
ago on lower costs can hardly liquidate projects that are being built 
and completed on present-day costs. I am certainly not prepared to 
say that the rates daiaba be raised to meet these higher costs, but it is 
obvious that such costs will either be met by increased rates from the 
sale of the energy or by the Federal taxpayer, or by a combination of 
both; and it would seem to me that ultimately the Congress will have 
to determine a source from which these increased costs will be paid. 

In that connection, there must also be kept in mind the matter of 
maintaining rates within such levels that the power is salable. If the 
costs have risen to a prohibitive point, the complete allocation of costs 
to power might price the power out of the market, which, of course, 
would certainly not conform to business principles. 

I have stated this problem in detail. 

The accusation has been made that the Interior Department expects 
to raise all Federal power rates. This is not true. It is true that 
references to this problem have been repeatedly made by various mem- 
bers of the Department, and in my opinion it is a problem which 
should be fully discussed and understood by the members of this com- 
mittee, by the Department of the Interior, and by the purchasers of 
federally produced electricity. 

I suspect the real basis of complaint against the Department goes 
far beyond the preference clause. Mr. William C. Wise, who is now 
appearing as attorney on behalf of a group of rural districts and who, 
until April 1953, was General Counsel and later Deputy Adminis- 
trator of the Rural Electrification Administration, when asked to 
summarize his complaints against the Interior Department, raised the 
following objections : 

“Mr. Wise. The specific points of objection in the criteria are * * *. 

“Paragraph 1 denies utility responsibility on the part of the De- 
partment of the Interior and limits the msilions of thermal generated 
energy to firm up hydro generation to the average water year instead 
of to the amount which would result in the most profitable operation by 
the Government and the greatest amount of energy being made avail- 
able to the rural system at the lowest cost * * * 

“Paragraph 5 abandons the old policy of taking care of the growing 
needs of the rural systems. 

Be 6 1m a to _ elsewhere for growing 
needs, destroys preference ivin ual opportunity to all poten- 
tial gaschaatre!” (vol. 4, p. 99). “Fi “i : sis 
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It was very interesting to me that these statements all precede the 
complaints about the preference clause. I suspect that these com- 
plaints constitute the actual ground of complaint of several of the 
witnesses. They believe that the Interior Department should engage 
in the power business indefinitely and unlimitedly, to provide power 
for their particular use, for unlimited periods of time, and whenever 
it may be required. That is an appropriate definition of the assump- 
tion of “utility responsibility.” 

However desirable that policy might be from the standpoint of the 
witnesses and the preference customers, the fact must be faced that 
this policy has been repudiated by the two preceding Congresses ; that 
it is not a policy which has ever been authorized by the Congress; that 
it is almost impossible for the Government to carry out from a finan- 
cial standpoint; and that it is of doubtful legality. 

The witnesses have said that they believe the Interior Department 
is under an obligation “to take care of the growing needs of the rural 
systems,” and that they resent being told “to look elsewhere for grow- 
ing needs after the Government power is exhausted.” This is a frank 
admission that they believe the Government should adopt the policy 
of engaging in the electric business for the supply of all required elec- 
tric energy of certain classes of customers, at least in certain areas of 
the United States, if not nationwide. 

This conception, as I have pointed out, is far afield from the present 
law and the present authorizations of the Congress. Neither the 
Bureau of Reclamation nor any other power agency of the Depart- 
ment of the Interior has ever been authorized to engage in the power 
business as such. The Department’s activities in the field of 5 ie 
production began as an incident to the irrigation of land; and it is 
still, so far as the Federal statutes are concerned, engaged only in the 
sale of electric energy as may be produced incidentally to other fed- 
erally authorized purposes. 

There is, of course, a grave constitutional question involved in the 
unlimited extension of the Federal Government in the power business 
which I shall not discuss in this statement. I might, however, call 
your attention to the fact that the Supreme Court of the United States, 
in the famous Ashmander case, used these very significant words: 

“The Government rightly conceded at the bar, in substance, that it 
was without constitutional authority to acquire or dispose of such 
energy except as it comes into being in the operation of works con- 
structed in the exercise of some power delegated to the United States.” 

It is true that subsequent to that time the Congress has authorized, 
under limited circumstances, some construction of electric works as 
such, particularly in the Tennessee Valley, but certainly the Congress 
has never passed any legislation authorizing the Interior Department 
to engage generally in the electric business, and, therefore, the re- 
peated statements of the witnesses that the Department’s power 
policy was defective because it “denied utility responsibility” or 
“abandons the old policy of taking care of the growing needs of the 
rural systems” or that it “tells cooperatives to look elsewhere for grow- 
ing needs” are very fallacious statements from the standpoint of the 
legal powers of the Department. It has never been authorized so to 
do. No money has been appropriated to enable it so to do, and it is 
not appropriate that criticism should be made of the Department on 
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the ground that it has not fulfilled obligations which it is not author- 
ized to perform. 

Another ground of complaint of the witnesses is that the Assistant 
Secretary has testified that he expects to secure steam capacity in low- 
water years sufficient to provide firm energy for these hydro plants 
in the Missouri Basin up to the average water year. The witnesses 
complain that he should purchase steam beyond that amount up to 
the maximum which can be sold at a profit to aid the project. 

The legal authority of the Department through the Bureau of 
Reclamation or the other power agencies to purchase steam power is 
far from clear. Nowhere in any of these power acts is there any direct 
authorization for the Department to engage in the purchase of steam 
power in the Missouri Basin or for that matter, elsewhere, except as 
it may be implied from various appropriation bills. 

While I have not checked the record, I am informed that the Con- 
gress has on several occasions refused to authorize the purchase of 
steam energy in various situations. The problem has been acute in 
the Columbia Basin in connection with the Bonneville Power Admin- 
istration, where the right to purchase steam power has been denied by 
the Congress, in several times refusing to pass bills authorizing the 
purchase of steam power. Throughout the years, however, the prac- 
tice has grown of securing certain amounts of steam power to firm 
up these various hydroelectric projects, largely by an exchange of 
hydroelectric energy at certain seasons or certain hours of the day for 
steam power at certain other seasons or other hours of the day. 

The whole question of the right to purchase steam power by the 
Department is shrouded in legal uncertainty. We can state posi- 
tively, however, that there is no authority in the Assistant Secretary 
to make contracts for the direct purchase of steam energy in the Mis- 
souri Basin, and certainly no authorization to go into the brokerage 
business for the purchase of steam power for resale to these coopera- 
tives. The Assistant Secretary has stated that he does expect to secure 
steam power to keep the project firm in an average water year. It 
must be apparent that this can be done by an exchange of energy 
from time to time with these public and private agencies hiring steam 
capacity. It must be equally apparent that when the Secretary un- 
dertakes to secure steam power in an amount that is beyond the 
amount of the average production of Government plants, he is simply 
engaging in the purchase of steam power as a business enterprise, 
which he cannot hope to pay for by an exchange of hydroelectric 
energy, and that he is embarking upon the policy of becoming a broker, 
the policy of engaging | rege in the electric business, and in assum- 
ing a utility responsibility for supplying all the power in the region, a 
thing which the Congress has most certainly not authorized him to do. 

Another of the major fallacies of the testimony of several of the 
witnesses is their total lack of distinction between public power and 
Federal power. The witnesses seem to feel that the only alternative 
to the tremendous extension of Federal power which they advocate is 
the private utility industry, and running through their testimony is a 
constant thread of accusations that, if the power supply is not fur- 
nished by the Federal Government, their districts are subject to what 


they call the extortionate rates of the Power Trust. Nothing could be 
more fallacious than this conclusion. Throughout the United States 
are hundreds of examples of successful public power operations, both 
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question transmission, and distribution, which are constructed by 
tates, public agencies, municipalities, cooperatives, and with none 
of which the Federal Government or the Department of the Interior 
has had anything to do. 

Many of these non-Federal public power agencies have been oper- 
ated so successfully that they have develo ne credit, splendid op- 
erating systems, and highly successful businesses. Many of them have 
a credit rating which enables them to borrow money substantially as 
cheap as it is borrowed by the Federal Treasury. Many of them in 
their operations are as successful or more so than the operations of the 
Interior Department. Many of them are located in a strategic area 
in which the witnesses are insisting that the Federal Government as- 
sume utility responsibility, when in their own area and frequently by 
their own credit they can obtain the money for construction of addi- 
tional facilities at rates as advantageous as those which this Depart- 
ment can obtain. 

This is not a controversy between Federal power and private utili- 
ties. It is a choice, if any, between Federal power and public power 
developed by other agencies, The Department has expressed its great 
willingness to cooperate fully with other public agencies and States 
or municipalities in the carrying out of construction programs in the 
various regions of the United States. To arrogate to itself entirely 
the construction of all future generating facilities in these vast areas, 
as contended by the witnesses, means the Federal investment of bil- 
lions of dollars and the necessary expansion of a tremendous Federal 
bureaucracy engaged in the management of these enterprises. It is 
the belief of the Department that those functions, including the neces- 
sary financial investment, can be secured in most cases with equal 
facility by other agencies located much closer and much more under 
the control of the people to be served than can the Department of 
the Interior, managed of necessity from the city of Washington. 

The Department is squarely in support of the position of President 
Eisenhower, who has repeatedly referred to the desirability of a “part- 
nership” between the Federal Government and the States and munici- 
palities, leaving as many things as possible in the hands of local 
government and local people. This idea is not new. As a matter of 
fact, the National Reclamation Association, which is composed of 
those farmers and other pone who are the users of reclamation 
projects and the officers of reclamation districts, has gone on record 
as follows: 

“Tt is not the primary obligation of the Federal Government to [ill 
the power requirements of any community or region. That should 
be left primarily to local enterprise—State, municipal, or private.” 

“Local enterprise should not merely be encouraged but, as against 
the Federal Government and except where there are specific reserva- 
tions by Congress, should have priority to make hydroelectric power 
development under proper governmental regulation and control.” 

It should be repeated in closing that the true difference between the 
witnesses and the Department is that the witnesses are insisting upon 
the unlimited construction of Federal facilities, for unlimited times 
in the future, to provide whatever power they may want, when, as, 
and if they want it, for the benefit of their particular group ; whereas, 
it is the view of the Department, in conformity with the acts of Con- 
gress, that the Department is only engaged in the marketing of such 
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electric energy as is produced advantageously in the construction of 
Federal ag pont and that the Department could not, if it wished, 
commit the Congress toward the unlimited appropriations demanded 
by the witnesses; that the view of the witnesses leads inevitably to 
the complete federalization of the electric industry in the areas in 
which the Federal Government assumes a utility responsibility, and 
it is the view of the Department that the less government there is in 
Washington and the more control there is in the areas to be served, 
the better in the long run the areas will be. 





Appenpix IT 
Item 11 


Section 5 of the Flood Control Act of 1944 (58 Stat. 890; 16 U.S. C. 
825) provides: 

“Electric power and energy generated at reservoir projects under 
the control of the War Department and in the opinion of the Secre- 
tary of War not required in the operation of such projects shall be 
delivered to the Secretary of the Tatarder, who shall transmit and 
dispose of such power and energy in such manner as to encourage the 
most widespread use thereof at the lowest possible rates to consumers 
consistent with sound business principles, the rate schedules to become 
effective upon confirmation and approval by the Federal Power Com- 
mission. Rate schedules shall be drawn having regard to the re- 
covery (upon the basis of the application of such rate schedules to 
the capacity of the electric facilities of the projects) of the cost of 
producing and transmitting such electric energy, including the amor- 
tization of the capital investment allocated to power over a reason- 
able period of years. Preference in the sale of such power and energy 
shall be given to public bodies and cooperatives. The Secretary of 
the Interior is authorized, from funds to be appropriated by the Con- 
gress, to construct or acquire, by purchase or other agreement, only 
such transmission lines and related facilities as may be necessary 
in order to make the power and energy generated at said projects 
available in wholesale quantities for sale on fair and reasonable terms 
and conditions to facilities owned by the Federal Government, public 
bodies, cooperatives, and privately owned companies. All moneys 
received from such sales shall be deposited in the Treasury of the 
United States as miscellaneous receipts * * *.” 

The section can be reduced to this affirmative proposition: Surplus 
Government power is sold by the Secretary of the Interior at rates 
that are consistent with sound business principles to Federal facilities, 
to public bodies, to cooperatives, and to privately owned companies: 
Provided, That preference is given to public bodies and cooperatives. 

This question emerges: Which is the dominant of the criteria— 
sound business principles or preference of purchase? These criteria 
need analyses. 

What are sound business principles? Using some of the statutory 
language, they are those “having regard to the recovery * * * of the 
cost of producing and transmitting such electric energy, including the 
amortization of the capital investment allocated to power, over a 
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reasonable period of years.” This definition is too comprehensive 
because the statutory language “having regard to the recovery” (lan- 
guage that in the context. expresses necessity or obligation) points the 
inference that sound business principles will recover the cost of pro- 
ducing and transmitting electric energy and will amortize the capital 
investment, but there is statutory language that refines this inference. 

The refining satutory language are the parenthetical phrases (indi- 
cated in the last quote * * *) and reading, “upon the basis of the ap- 
plication of such rate schedule to the capacity of the electric facilities 
of the project.” These phrases can be stated as an affirmative proposi- 
tion: System capacity is the prime factor of the rate schedule. 

Sound business principles, then, are those that use the capacity of the 
power system to yield the most returns that are useful to recover the 
cost of producing and transmitting electric energy and to amortize the 
capital investment in the system, Such returns may or may not accom- 
plish the desired purposes, they may or may not be lucrative, but they 
ought to be the most useful returns. 

What is the preference of purchase? Section 5 of the 1944 Flood 
Control Act authorizes the Secretary of the Interior “to make the 
power and energy * * * available * * * to facilities owned by the 
Federal Government, public bodies, cooperatives, and privately owned 
companies.” A range of choice is laid out by the Congress for the 
Secretary, but, by its judgment or predilections, the Congress suggests 
the guidance of the Secretary’s choice by the statutory language: 
“Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives.” So, the preference of purchase is 
simply that, of the four facilities the Secretary is authorized to serve 
with surplus Government power, those of the Federal Government, of 
public bodies, of cooperatives and of privately owned companies, the 
Congress suggests to the Secretary that he exercise his choice in tavor 
of public bodies and of cooperatives. 

The analyses of the criteria of section 5 of the Flood Control Act of 
1944, sound business principles or preference of purchase, show that, of 
the 2, sound business Laaicap! at is the dominant criterion because the 
directive of the Congress is that the sales of surplus Government power 
by the Secretary are to be profitable sales, i. e., sales that yield the most 
useful, even lucrative, returns; and, to that end, the Congress gave the 
Secretary his choice of 4 customers, and suggested, as a guidance of 
choice, that, to promote the well-being of public bodies and coopera- 
tives, preference be given them to purchase power. 





Appenprx IIT 


MeEemoranpumM oF Law Suprortine Georeta Exvecrrico Mempersuir 
CorpPorATION’s Orrer To Purcwase Ciark Hitt Power 


(Submitted by former Goy. Ellis Arnall) 
STATEMENT OF FACTS 


The Georgia Power Company (hereinafter called Power Company) 
and the Georgia Electric Membership Corporation (hereinafter called 
GEMC) have each made proposals to purchase from the Government 
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at the bus bar of the Clark Hill project, all of the power which may be 
made available from the project to Georgia by the Secretary of the 
Interior under the provisions of Section 5 of the Flood Control Act of 
1944. 

The Power Company is privately owned. It has proposed a 15 year 

contract subject to cancellation only upon 3 years notice. It would 
yay to the Government for such power whatever price the Interior 
Depeetnnit and the Federal Power Commission may specify and 
would give the Government the right to designate preference cus- 
tomers to the extent of 70,000 KW, which would equal one-half of the 
140,000 KW capacity sold to the Power Company. This would be 
delivered to the designated preference customers as its customers by 
the Power Company at the cost of the power to it plus a percentage 
markup for transmission which the Power Company represents to be 
the “barebone” cost. Should the power requirements of the prefer- 
ence customers be in excess of the 70,000 KW they could purchase 
such excess requirements from the Power Company at its established 
rates. ‘The Government could reserve or withdraw up to 10,000 KW 
in any calendar year only on six months notice and greater amounts 
only on three years notice to serve preference customers direct and 
such reservations or withdrawals would be charged against the 70,000 
KW allotted to preference customers. Its proposed contract and 
those between the Power Company and the preference customers 
would be subject to approval of the Georgia Public Service Com- 
mission. The Power Company would integrate the capacity of the 
project allotted to Georgia into its own generating system which, in 
turn, is a part of the Southern Compan vane composed of the 
Georgia Power Co., Alabama Power Co., Gul Power Co., and Missis- 
sippi Power Co. 

he GEMC is nonprofit cooperative organized under the Georgia 
Electric Membership Corporation Act of 1937. It has 37 rural elec- 
tric cooperatives as members which were also organized under that 
Act for the purpose of taking advantage of the provisions of the 
Federal REA Act of May 20, 1936 in furnishing electric energy to per- 
sons in rural areas who were not receiving such service. 

The GEMC has submitted alternate proposals for the purchase by 
it at the bus bar for the benefit of preference customers of all of the 
power allotted to Georgia. Under both proposals it, like the Power 
Company, would pay to the Government for such power whatever 
price the Interior Department and the Federal Power Commission 
may fix under Section 5 of the Flood Control Act of 1944. [4 its first 
proposal is accepted the GEMC will enter into an agreement with the 
Power Company for the wheeling by that company of such power to 
the preference customers at rates satisfactory to both parties; or, in 
the event the Power Company refuses, will apply to the proper regu- 
latory body having jurisdiction and the authority to require such 
transmission. It will also purchase firming power from the Power 
Company at rates satisfactory to both parties. 

If its alternate proposal is accepted the GEMC will enter into an 
agreement with the Power Company for the sale to the Power Com- 
pany of the power which the GEMC purchases from the Government 
at cost to the GEMC. The contract will provide for delivery of all 
power requirements of the REA cooperatives to them at a rate which 
will guarantee that a reasonable portion of the benefits to be derived 
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from the operation of the Clark Hill project will be passed on to the 
preference customers. 


QUESTIONS PRESENTED 


Is the Secretary of the Interior required to give preference to the 
GEMC over the Power Company in the sale of Clark Hill power? 


CITATION OF AUTHORITY 


At the hearing on September 1, 1953, Assistant Secretary Fred C. 
Aandahl said: 

“You folks well remember that in the department here we have a 
major policy question to decide first, and after that has been decided 
we will have to get into the economics of whatever approach we decide 
to use.” 

Accordingly, while this memorandum will not deal with the eco- 
nomic inequities of the proposal submitted by the Power Company 
it must not be forgotten that one of the basic purposes of Section 5 
of the Flood Control Act of 1944 was to assure the economic benefits 
of public power to public bodies and to cooperatives serving rural 
areas. 

In considering the question presented, we are primarily concerned 
with the statute itself. No administrative policy will avail to forego 
the plain language of the Act (Alaska 8S. 8. Co. vs. U. S., 290 U.S. 256, 
54S. Ct. 159, 78 i. ed. 302; Webster vs. Luther, 163 U. S. 331, 16 S. Ct. 
963, 41 L. ed. 179). 

If interpretation of the statute is necessary in order to arrive at its 
purpose, insofar as public policy may be considered as shedding light 
upon the Congressional intent, it is the public policy which existed 
at the time of the enactment of the statute which must prevail rather 
than that of a later period when different ideas and theories may exist 
(The Mobile & Ohio Railroad Co. vs. Tennessee, 153 U. S. 486, 14 
S. Ct. 968, 38 L. ed. 793). 

The statute involved, and which controls the question now at issue, 
in Section 5 of the Flood Control Act of 1944 (Act approved Dec. 22, 
1944, 665, Sec. 5, 53 Stat. 890, as amended July 27, 1947, 343, Title I, 
Sec. 205 (a), 61 Stat. 501, 16 U. S. C. 825 (s)). It provides: 

“Electric power and energy generated at reservoir projects under 
the control of the Department of the Army and in the opinion of the 
Secretary of the Army not required in the operation of such projects 
shall be delivered to the Secretary of the Interior, who shall transmit 
and dispose of such power and energy in such manner as to encourage 
the most ‘dueirigd use thereof at the lowest possible rates to con- 
sumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal 
Power Commission (upon the basis of the application of such rate 
schedules to the capacity of the electric facilities of the projects) of 
the cost of producing and transmitting such electric energy, including 
the amortization of the capital investment allocated to power over a 
reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. e Secre- 
tary of the Interior is authorized, from funds to be appropriated by 
the Co , to construct or acquire, by purchase or other ment, 
only such transmission lines and related facilities as may be neces- 
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sary in order to make the power and energy generated at said proj- 
ects available in wholesale quantities for sale on fair and mal 
terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies. All 
moneys received from such sales shall be deposited in the Treasury of 
the United States as miscellaneous receipts.” 

The right which the GEMC is now seeking to assert is set out 
in that sentence of Section 5 of the Act which provides: “preference 
in the sale of such power and energy shall be given to public bodies 
and cooperatives,” 

The status of the GEMC as a cooperative within the terms of the 
statute will be demonstrated at a later portion of this memorandum. 
Assuming that status, however, a refusal by the Secretary of the 
Interior to sell the Clark Hill power and energy to the GEMC would 
not only violate the clear mandate of Section 5 of the Flood Control 
Act but would also give to that Act an interpretation at variance with 
every basic rule of statutory construction. 

To determine the meaning of the statute our first resort must be 
to the language used. If that is plain there is an end to construction, 
and the statute is to be taken to mean what it says (J. V. Bailey et al. 
vs. Drexel Furniture Co., 259 U. S. 20, 42 S. Ct. 449, 66 L. ed. 817; 
— Express Co vs. Kentucky, 288 U.S. 190, 35 S. Ct. 824, 59 L. ed. 
1267). 

The words are to be given their ordinary meaning unless the con- 
text shows that they are differently used (77. C. Jones vs. Liberty 
Glass Co., 882 U. S. 524, 88 S. Ct. 229; 92 L. ed. 142; Rosenman vs. 
U.S., 823 U. S. 658, 65 S. Ct. 536, 39 L. ed. 535). 

The significant words in the preference provision of the statute 
are “preference,” “shall” and “sale.” Those words are in such com- 
mon and frequent usage that their meaning should be readily under- 
stood by anyone whose function it becomes to interpret or to apply the 
statute. It would be difficult for Congress to express a mandate in 
any clearer language. 

In Webster’s New International Dictionary, Second Edition, Un- 
abridged, “Preference” is defined as follows: 

“1, Act of preferring or state of being preferred ; the setting of one 
thing before or above another; higher estimation; predilection; prior 
choice; also, the power or opportunity of choosing; as to give him 
preference. * * * 

“7. Law: Priority in the right to demand and receive satisfaction 
of an obligation, as the payment of a debt in full or in part. 

“8. Railroad law. A special eed ove given to a particular per- 
son, a particular locality, or a particular form of establishment— 
whether by the granting of a lower tariff or of extraordinary facil- 
ities for shipment. More commonly called discrimination in the 
United States.” 

It is obvious that Congress in giving a preference to public bodies 
and cooperatives in the sale of public power intended them to have 
a sieetal “svan or prior choice. is may not mean that the 
Government would be se to make substantial expenditures to 
construct transmission facilities at uneconomic distances from the dam 


in order to afford a preference to public bodies and cooperatives. 
However, it must mean that if a private power company and a coop- 
78534—56——15 
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erative each offers to purchase the power from the Government at the 
place where it is generated on the same or substantially the same terms 
the power must be sold to the cooperative in order to comply with the 
law ; otherwise it has no meaning. 

Congress did not intend for the Secretary of the Interior to have 
or to exercise a discretion in the sale of the power as between prefer- 
ence customers and private power companies who offer to purchase 
the power at the place where it is generated on the same or substan- 
tially the same terms. It said preference “shall be given.” 

Webster defines “shall” as follows: 

“1. Owe, be under obligation for * * * 

“2. (a) Am obliged; must * * * 

“Shall and will are both used as future auxiliaries, the choice be- 
tween them arising from their respective special implications of neces- 
sity and intention. Thus shall, when used in the 2d and 3d person, 
has a special force from the fact that the speaker predicts or promises 
another’s action, and hence is expressive of some authority or com- 
pulsion on the speaker’s part, as in, you shall go; thou shalt not kill; 
he shall rue it.” 

Accordingly, when Congress told the Secretary of the Interior that 
preference “shall be given” to public bodies and cooperatives it was 
speaking with authority and expressing compulsion; or, to para- 
phrase, Congress said to the Secretary of the Interior that such pref- 
erence “must be given”. The choice is given to the public bodies 
and cooperatives; not to the Secretary. ‘ 

The word “sale” is also significant. It is defined by Webster as 
meaning : 

“1. Law. Act of sale; a contract whereby the absolute, or general 
ownership of property is transferred from one person to another for a 
price, or sum of money, or, loosely for any consideration; also, a con- 
tract for such transfer of ownership in the future or upon a future 
fulfillment of some condition.” 

Thus, it was the purpose of Congress that the preference given to 
public bodies and cooperatives should extend to the transfer of the 
absolute or general ownership of the property by the Government; not 
just to seeing that they received a share in the economic benefits. Con- 
gress apparently recognized that the only way to assure the economic 
benefits of public power to the public bodies and cooperatives was to 
permit them to acquire the ownership of the power. That is one of 
the basic reasons why, regardless of economic considerations, the 
proposal of the Georgia Power Company would fail to comply with 
the mandate of the Statute. The preference to be accorded public 
bodies and cooperatives is not just in the price of the power but is in 
its ownership. 

“Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives.” It is difficult, if not impossible, to 
read anything vague, doubtful, or undecisive into the plain language 
of the statute. Where a law is expressed in plain ae unambiguous 
terms, Congress should be intended to mean what it has plainly 
expressed, and consequently no room is left for construction (U.S. 
vs. Lexington Mill & Elevator Co., 232 U. S. 399, 84S. Ct. 337, 58 L. 
ed. 658; Commissioner of Immigration vs. Gottlieb, 265 U.S. 310, 
44S. Ct. 538, 68 L. ed. 1031; U.S. vs. Standard Brewery, 251 U.S. 210, 
40 S. Ct. 139, 64 L. ed. 229; Browaer vs. U. S., 312 U. S, 335, 61 S. 
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Ct. 599, 85 L. ed. 862; U. S. vs. American Trucking Association, 310 
U.S. 534, 60 S. Ct. 1059, 84 L. ed. 1345). 

The Supreme Court of the United States has had occasion to con- 
sider other acts of Congress in which similar language was used and 
had no difficulty in concluding from the use of such language that 
Congress was expressing a mandate. Thus, in /’scoc vs. Zerbst, 295 
U.S. 400, 55 S. Ct. 818, 79 L. ed. 1566, the Court said : 

“We find in this statute more than directory words of caution, leav- 
ing power unaffected. This is so if we consider words alone, putting 
aside for the moment the ends and aims to be achieved. The defendant 
‘shall’ be dealt with in a stated way; it is the language of a command, 
a test significant, though not controlling Richbourg Motor Co. vs. 
United seat 281 U. S. 528, 74 L. ed. 1016, 1021, 50S. Ct. 385,73 A. L. 

. 1018). 

In Hilton v. Sullivan, 334 U. S. 323, 68 S. Ct., 1020, 92 L. ed. 1416 
the Court said : 

“There appears to be little room for contention that there is am- 
biguity in the language that Congress selected to express its purpose 
to require the restoration of a former government employee who 
entered the armed forces to his old position and to give him the right 
to retention for a year. The language is that such an employee ‘shall 
be restored’ to his position or to one like it, supplemented by lan- 
guage that he shall not be discharged from such position without 
cause within one year after such restoration.’ We have examined the 
Legislative history of the Selective Training Service Act of 1940 and 
find nothing whatever which faintly suggests that Congress intended 
its language to be less mandatory than implied by the words it used.” 

In Ee Parte Conrad N. Jordan, et al., 94 U.S. 248, 24 L. ed. 123, the 
Court said : 

“We think the appeal should have been allowed. The petitioners 
were defendants in the suit when the final decree was rendered. They 
were directly interested in what was then decided. The allowance 
of an appeal under Section 692, R. S., follows of course, if prayed for 
by one who has the right to it. The language of the statute is ‘shall 
be allowed’ which means ‘must be allowed’, when asked for by one who 
stands in such relation to the cause that he can demand it. The ques- 
tion upon such an application is not what will be gained by an appeal, 
but whether the party asking it can appeal at all.” 

In French v. Edwards, 80 U.S. (13 Wall.) 506, 20 L. ed. 702, the 
Court said: 

“The general authority of the officer in judicial sales under the act of 
1851, in the exercise of which he has a large discretion, is limited and 
defined when applied to sales under judgments for delinquent. taxes, 
by the provision declaring that the sheriff in selling the property 
assessed ‘shall only sell the smallest quantity that any "re ated 
will take, and pay the judgment and all costs'"—language which im- 
ports a negative upon a sale in any other way. The fact that in some 
cases no purchaser at a sale may, perhaps, be willing to take less than 
the whole property and pay that amount, does not dispense with the 
duty of the officer to comply with the law.” 

Although the language of the Statute appears to be plain enough 
without. resort to other relevant aids to construction, the application 
of those aids serves but to support and confirm what the plain eden 
of the law imports. 
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It is appropriate to interpret the words of a statute in the light of 
its legislative history, of the cireumstances existing at the time it was 
passed and of the particular evils at which the legislation was aimed 
(Apex Hosiery Co. v. Leader, 310 U. 8. 469, 60 5. Ct. 932, 84 L. ed. 
1311 and citations; U.S. v. Champlin Refining Co., 341 U.S. 290, 718. 
Ct. 715, 95 L. ed. 949). 

In a memorandum addressed to the Secretary of the Interior who is 
charged with the administration of the preference section of the Flood 
Control Act of 1944, it is deemed unnecessary to dwell at length upon 
the development of the preference provisions in Federal statutes; nor 
upon the reasons which prompted their enactment. 

It has long been an established principle of our society and Gov- 
ernment that drawing energy from the waters of the Nation is imbued 
with a public purpose. Thus in Mt. Vernon-Woodberry Cotton Buck 
Company v. Alabama Interstate Power Company, 240 U. S. 30, 36 
S. Ct. 234, 60 L. ed. 507, decided January 24, 1916, Mr. Justice Holmes, 
speaking for a unanimous Court, said: 

“But to gather the streams from waste and to draw from them en- 
ergy, labor without brains, and so to save mankind from toil that can 
be spared, is to supply what, next to intellect, is the very foundation of 
all our achievements and all our welfare. If that purpose is not public, 
we should be at a loss to say what it is.” 

It has also long been the continuing, nonpartisan belief and policy 
of the Congress that the hydroelectric benefits from dams constructed 
with public funds should go first to the public who owned and con- 
structed them. 

As early as the Reclamation Act of 1902, as supplemented by the 
Reclamation Act of 1906 (43 U. S. C. 522) during the administration 
of Theodore Roosevelt, the Secretary of the Interior was directed to 
give preference to “municipal purposes” in the lease of any surplus 
power or power privilege from projects created under the Act. 

That policy has received the approval of Congress by its reaflirma- 
tion and enlargement in many valeaiuail statutes. By the early nine- 
teen-thirties it was recognized that the convenience afforded by electric 
service were being denied to rural residents throughout the Nation on 
account of the prohibitive rates charged by privately owned power 
companies for extending their service into such “skimmed-milk” areas. 
Accordingly in the T. V. A. Act of May 18, 1933 (16 USC 831 i) the 
preference was enlarged to include “States, counties, municipalities, 
and cooperative organizations of citizens or farmers, not organized 
or doing business for profit, but primarily for the purpose of supplying 
electricity to its own citizens or members.” 

In order to further its purpose of remedying this deficiency in the 
life and economy of the rural population of the Nation, Con 
passed the Rural Electrification Administration Act of May 20, 1936 
(7 U.S.C. 901 et seq.) under which great sums of money were set aside 
with which to make loans to local cooperative agencies throughout the 
Nation and provision was made for the creation of local nonprofit co- 
operative agencies to be organized under State laws. See Arkansas 

alley Cooperative Rural Electrie Co. vs. Elkins, 200 Ark. 883, 141 
S. W. 2d 538 (1940) ; Kansas City Power & Light Co. vs. McKay, 


Civil Action, No. 4276-50, U. 8. District Court for the District of Co- 
lumbia, decided June 17, 1953. 
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The policy of giving preference to cooperatives in the sale of power 
from the public multipurpose dams has been consistently followed 
since that time. Provisions granting preference to public bodies and 
wees are contained in the Bonneville Dam Act of 1937 (16 
U.S. C. 832c), the Fort Peck Act of 1938 (16 U.S. C. 833c), the Recla- 
mation Project Act of 1939 (43 U.S. C. 485h (c)), the Case-Wheeler 
Act of 1940 (16 U.S. C. 390x-7), the Columbia Basin Project Act of 
1943 (16 U.S. C. 835), the Rivers and Harbors Act of 1945 (59 Stat. 
10, 22), and the Eklutna Project Act of 1950 (48 U. S. C. 312a) in 
addition to the TVA Act of 1933 and the Flood Control Act of 1944. 
No single policy has more thoroughly permeated our body of laws. 
When the Flood Control Act of 1944, with which we are now con- 
cerned, was being debated on the floor of the Senate, Senator Downey 
said: “I take it that that is a principle of law on which all of us are 
agreed, that in these public-power projects where public money is 
used, public agencies and cooperatives should be given the advantage 
in the purchase of the power. His statement was not challenged 
(90 Cong. Ree. 8323). And even the much-debated Bailey Amend- 
ment which will be discussed later, although designed to emasculate 
the preference provision, did not undertake to strike it from the 
pro statute. 

Congress anticipated that private power companies, who were the 
only potential customers financially able to do so, would undertake 
to monopolize the power by erecting transmission lines to the point 
where the public power was generated, thereby defeating the purpose 
of the preference provision. Accordingly in the TVA Act and the 
subsequent acts cited, it authorized the construction or acquisition of 
transmission lines and facilities by the Government. In the Bonne- 
ville Project Act (16 U.S. C. 832a (b)) and in the Ft. Peck Project 
Act (16 U.S. C. 833a (b)) Congress specifically said that its purpose 
in authorizing the transmission lines was: 

“In order to encourage the widest possible use of all electric energy 
that can be generated and marketed and to provide reasonable outlets 
therefor, and to prevent the monopolization thereof by limited 
groups.” 

It would seem that the preference provision of the acts, in conjunc- 
tion with the avowed purpose to encourage the widest possible use of 
all electric energy that can be generated and marketed would have 
sufficiently revealed the desire of Congress to prevent the monopoliza- 
tion of the power. However Congress spelled it out so that there 
could be no mistake about it: “to prevent monopolization thereof by 
limited groups.” 

The purpose of Congress to prevent the monopolization of the 

wer by limited groups was carried forward into Section 5 of the 

lood Control Act of 1944. It not only again gave preference to pub- 
he bodies and cooperatives, and authorized the Government to con- 
struct or acquire transmission lines from funds to be appropriated by 
Congress, but in the very delegation to the Secretary of the Interior of 
authority to sell the power, it repeated, in substance, the purposes 
quoted from the Bonneville and Ft. Peck Acts. This, it said: 

“Electric power and energy generated at reservoir projects under 
the control of the Department of the Army and in the opinion of the 
Secretary of the Army not required in the operation of such projects 
shall be delivered to the Secretary of the Interior, who shall transmit 
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and dispose of such power and energy in such manner as to encourage 
the most widespread use thereof at the lowest possible rates to con- 
sumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal 
Power Commission.” 

Although the quoted language from the Bonneville and Ft. Peck 
Acts should be accorded considerable weight in arriving at the intent 
of Congress in the Flood Control Act of 1944 because the statutes are 
in pari materia ((/nited States vs. Stewart, 311 U.S. 60, 61 S. Ct. 102, 
85 L. ed. 40; British American Oil Producing Co. vs. Board of Equali- 
zation, 299 U.S. 159, 57S. Ct. 132, 81 L. ed. 95) it has an extraordinary 
significance in the construction of Section 5 of the Flood Control Act. 
As that Act was introduced in the House of Representatives, it did not 
contain the preference provision which now comprises Section 5 of the 
Act. That Section was added as an amendment by the Senate Com- 
mittee on Commerce (Senate Report No. 1030, 78th Congress, 2nd 
Session) and after considerable debate and minor changes by the Sen- 
ate and by the Conference Committee of both Houses (Conference 
Report No. 2051, 78th Congress, 2nd Session) was finally adopted in 
its present form. In explaining the Senate amendment and Confer- 
ence changes to the House, Representative Will M. Whittington, from 
Mississippi, the author of the Bill and its sponsor in the House of 
Representatives stated : 

“The House will also recall that when this Bill passed the House 
there was no provision for the present disposition of power generated 
in any of the dams authorized to be constructed by the War Depart- 
ment. ‘There was a great deal of debate in the Senate with respect to 
that question. The so-called Bailey power amendment was debated at 
length. The Conference Agreement provides for the disposition by 
the Secretary of the Interior of the surplus power generated at the 
project under the control of the War Department in substantially the 
same language which now obtains in legislation previously passed by 
the Congress for the disposition of power at Bonneville, at Fort Peck, 
and under executive sere for the disposition of power in the south- 
west at the reservoir at Dennison, Pensacola, and Norfolk with amend- 
ments to the language as agreed to in the conferences to the Senate 
Amendment” (90 Cong. Rec. 9821). 

Other similar comparisons of Section 5 to the Bonneville and Fort 
Peck Acts were made by Mr. Whittington on the floor of the House 
(90 Cong. Rec. 9281-9283). 

These statements by the author and sponsor of the legislation in the 
House of Representatives and which went unchallenged on the floor 
of the House show clearly that Section 5 of the Flood Control Act had 
the same purpose as the comparable provisions of the Bonneville and 
Fort Peck Acts which a 26 preventing the monopolization of the 
power from public projects by limited groups. United States vs. 
Great Northern Railway Co., 287 U.S. 144, 53 S. Ct. 28, 77 L. ed. 223 
(Richbourg Motor Co. vs. United States, 281, 528, 50 S. Ct. 385, 74 L. 
ed. 1016; United States vs. United Mine Workers of America, 330 
U. S. 258, 67 S. Ct. 677, 91 L. ed. 834; Chicago, Minnesota, St. Paul & 
Pacific R. Co. vs. Aeme Fast Freight, Ine., 386 U.S. 465, 69 S. Ct. 
692, 98 L. ed. 817). 

There are other significant features of the legislative history of the 
Flood Control Act of 1944 which confirm this view. In the passage 











PUBLIC POWER PREFERENCE CUSTOMERS 223 


of the Bill through the Senate an amendment was proposed, debated 
at length, put to a vote and rejected. That is a circumstance to be 
weighed along with others if ambiguity.can be said to exist (Fox vs. 
Standard Oil Company of New Jersey, 294 U.S. 87, 55 S. Ct. 333, 
79 L. ed. 780; United States vs. St. Paul, Minneapolis & Manitoba 
Railway Co., 247 U.S., 38 S. Ct. 525, 62 L. ed. 1130). 

After the Senate Committee on Commerce had recommended 
amending the Bill by adding Section 5 in substantially its present 
form, Senator Bailey, of North Carolina, with Committee approval 
proposed an amendment by striking all of the Committee Amendment 
after the word “cooperatives” and inserting new language thereafter 
so that the amendment would read as follows: 

“Electric power and energy generated at reservoir projects under 
the control of the War Department and in the opinion of the Secretary 
of War not required in the operation of such projects shall be delivered 
to the Secretary of the Interior, who shall transmit and dispose of 
such power and energy in such manner as to encourage the most wide- 
spread use thereof at the lowest possible rates to consumers consistent 
with sound business principles, the rate schedules to become effective 
upon confirmation and approval by the Federal Power Commission. 
Preference in the sale of such power and energy shall be given to 
public bodies and cooperatives. The sale of such electric power as 
may be generated at reservoir projects shall be made at the point of 
production, without special privilege or discrimination, so as to pro- 
vide for the complete coordination of such power and energy with 
other power developments, both private and public, in the area con- 
tiguous to such projects. It shall be stipalated in connection with any 
sale that any and all savings realized by the purchasers shall be passed 
on under Federal regulations where no State regulation exists, to the 
consuming public; Provided, that unless 90% of the firm power pro- 
duced at such project. shall be demanded or purchased within three 
years after completion of construction of such projects, the Secretary 
of the Interior is authorized to construct transmission lines for the 
purpose of selling such power at wholesale” (90 Cong. Rec. 8232). 

arold L. Ickes, Secretary of the Interior, wrote to Senator Barkley, 
of Kentucky, regarding the Bailey amendment which letter was read 
on the floor of the Senate. He said in part: 

“My attention has been called to the amendment that Senator Bailey 
intends to propose on the Flood Control Bill (H. R. 4435). That 
amendment would result in a fundamental reversal of the sound, tra- 
ditional policies of the Congress with respect to the sale of Federal 
power. By restricting the construction of transmission facilities, it 
would place the Government in a poor bargaining position in the sale 
of its power and would permit the private utility in the vicinity of each 
dam to monopolize, on its own terms, the power produced at the Fed- 
eral project. Rather than giving the customary preference to public 
agencies and farmers’ rural electric cooperatives in the disposition of 
public power, the effect of the amendment would be to foreclose these 
public and nonprofit agencies from securing the power. The amend- 
ment would therefore result in lower income to the Federal Govern- 
ment and in higher power rates to the farmers and other consumers 
who might otherwise be benefitted from the Federal power develop- 
ments. * * * 
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_ “Disposition of power generated at Government projects under pub- 
lic power policies, such as sales preferences for municipalities and 
other public agencies and for farm cooperatives on reclamation proj- 
ects. Subsequently the Congress has reiterated and extended these 
policies in the Tennessee Valley Authority, Bonneville, and Fort Peck 
Acts and in the Reclamation laws. I cannot believe that the Congress 
will want to overthrow these sound policies that have been embedded 
in our laws and have resulted in promoting the industrial develop- 
ment of the West and South and in the protection of the consumers 
in those areas. The policy of the proposed amendment would deprive 
the ultimate consumer of the benefits of low-cost electric energy pro- 
duced at public projects and would permit their monopoly by a few 
private utilities” (90 Cong. Rec. 8315). 

It was pointed out by Senator Downey that the portion of the 
amendment suggested by Senator Bailey would directly nullify the 
first part of the amendment which provided that preference in the sale 
of such power and energy shall be given to public bodies and co- 
operatives (90 Cong. Rec. 8328). 

Senator Aiken asserted that the amendment would not only put a 
stop to any expansion of cooperative distribution lines but would 
mean that undoubtedly many of them would be forced eventually 
to give up the ghost and go back to some private utility system, even 
in territories which the private companies absolutely refused to serve 
a few years ago (90 Cong. Ree. 8328). 

Senator Hill pointed out to the Senate, as had Secretary Ickes, 
that the amendment would not only deny any preference but even 
an equal opportunity to the public power bodies or the rural co- 
operatives to buy any of the power and would constitute a reversal 
of Congressional policy which had been in effect since 1906 (90 Cong. 
Rec. 8335). 

Senator Ellender gave the Senate a résumé of the various Acts 
of Congress in which its policy with respect to the development of 
power had been declared and said: 

“The proposed amendment would limit the Federal Government 
to a single purchaser who would be in a position practically to 
dictate terms. In other words, the Federal Government would be 
placed in the position little better than that of building power 
projects for private monopolies. The Sections from the various 
Acts placed in the Record a few months ago by me are clearly 
designed to avoid such a situation and the decision of the Su- 
preme Court in the Ashwander case, involving the TVA, recog- 
nized the right of the Federal Government to full opportunity to 
market its power in such a way as best to serve the public inter- 
est” (90 Cong. Rec. 8360). 

There were a number of other statements during the debates 
of the same tenor. These statements are important because of the 
remarkable unanimity of opinion in the Senate regarding the pur- 
pose and effect of the Bailey amendment. Thus, in responding to 
the letter of Secretary Ickes, Senator Bailey said: 

“* * * Tn his letter I think the Secretary of the Interior says we 
would be putting the rural electric lines in a bad position. That 
is not the case at all, Mr. President. The rural electric lines will 
be able to buy the power just the same as anyone else will be. The 
power lines will be able to buy it the same as anyone else will. The 
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amendment. provides that op: gar or savings shall be passed on 
to the consumers. Anyone else will be able to buy the power, just 
as he wishes, and will be able to distribute it. Of course, that will 
put the power in the hands of the local power companies, where 
they can use it, if they ewtend their transmission lines to the dam 
get the electrical power and distribute and sell it; and we would 
help them to that extent, because we would build a great dam for 
it. But the power must be distributed in either one way or the 
other. We can either distribute it by means of the Federal Gov- 
ernment, with the resultant destruction of free enterprise, or we 
can distribute it through free enterprise. Senators can make their 
choice about that. I have made mine.” [Emphasis supplied.] 
(Cong. Rec. 78th Congress, 2nd Session, Vol. 90, e 8396.) 

This legislative history of Section 5 of the Flood ontrol Act of 
1944 is significant for several reasons. 

The Congressional debates should be considered as reflecting light 
upon the general purposes of the Statute and the evils which it sought 
to remedy (Humphrey’s Executor vs. United States, 295 U. S. 602, 
55 S. Ct. 869, 79 L. ed. 1611; United States vs. C. J. O., 335 U.S. 16, 
68 S. Ct. 1849, 92 L. ed. 1849). 

Throughout the debates it was conceded that the purpose of the 
Bailey Amendment requiring the sale of the power at the point of 
production without special privilege or discrimination would be to 
put the power into the hands of the private power companies if they 
would extend their transmission lines to the dam. Even though Sena- 
tor Bailey agreed to a modification of his amendment which would 
have permitted the Secretary of the Interior to construct transmission 
lines for the purpose of selling the power at wholesale if 90% of the 
firm power had not been purchased upon completion of construction 
of the project (90 Cong. Rec, 8361), the Bailey Amendment was over- 
whelmingly rejected by the Senate (90 Cong. Rec. 8369). 

Congress is not only presumed to have been familiar with the prior 
legislation on the subject, and to have passed the new Act in view of 
the legislation already enacted (St. Louis, Jron Mountain & Southern 
Railway Company vs. United States, 251 U.S. 198, 40 S. Ct. 120, 64 
L. ed. 225) but the Secretary of the Interior who was charged with the 
administration of the laws, members of the Senate during the debates, 
and the author of the Bill in the House specifically called the previous 
legislation to the attention of Congress so that a consistent policy 
would be followed. It was pointed out that sales preference for 
municipalities and later public bodies and farm cooperatives had been 
a basic tenet of government power policy since 1906 when Congress 
first authorized p sat ments on reclamation projects. In the recent 
Acts, which were specifically referred to, it was definitely asserted that 
the purpose of Congress was to avoid monopolization of the power 
by limited groups. Accordingly, as Section 5 of the Flood Control 
Act does not show a plain purpose (or any purpose) to change that 
policy, it must be taken as intended to fit into the existing system of 
related legislation which established that policy and to be carried into 
effect conformably to it (Routzman vs. Willard Storage Battery 
Company, 291 U.S. 386, 54 S. Ct. 443, 78 L. ed. 859; United States vs. 
Arizona, 295 U.S. 174, 55 S. Ct. 666, 79 L. ed. 1871). 

It is of particular significance that the Secretary of the Interior, 
who is ibe Tedecel administrative officer affected by Section 5 of the 
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Flood Control Act, since it would become his duty to apply and en- 
force it, pointed out that the change sought to be effected by the Bailey 
Amendment would constitute a reversal of the sound, traditional poli- 
cies of Congress with respect to giving public agencies and farmers 
rural cooperatives preference in the sale of Federal Power, and would 
permit its monopoly by a few private utilities (Shapiro vs. United 
States, 335 U. S. 1, 68 S. Ct. 1375, 92 L. ed. 1787; United States vs. 
American Trucking Association, Inc., 310 U. S. 534, 60 S. Ct. 1059, 
84 L. ed. 1345; Kern River Company vs. United States, 257 U.S. 147, 
42 S. Ct. 60, 66 L. ed. 175; Adams vs. United States, 319 U. S. 312, 
63 S. Ct. 1122, 87 L. ed. 1421; Norwegian Nitrogen Products Co. vs. 
United States, 288 U. 8. 294, 53 S. Ct, 350, 77 L. ed. 786). 

It is apparent, therefore, from the plain language of the statute and 
from the overwhelming extrinsic evidence, that the evil which Con- 
gress foresaw and sought to remedy by Section 5 of the Flood Control 
Act, and by the other Acts relating to the sale of public power, was 
the monopolization of that power by a limited number of privately 
owned utilities, thus defeating the preference it wishes to accord 
public bodies and cooperatives. Obviously Congress was not dealing 
with the monopolization of the power in the sense that certain mon- 
opolies are defined and condemned by Federal penal statutes. There 
would have been no need for additional preventative legislation direct- 
ed to such monopolies. A statute should not be construed to have done 
a vain and useless thing (Armstrong Paint & Varnish Works vs. Nu- 
Enamel Corporation, 805 U. S. 815, 69 S. Ct. 191, 83 L. ed. 196; Clark 
vs. Barnard, 108 U.S. 486, 2 S. Ct. 878, 27 L. ed. 780). 

The term was used in the debates and in the legislation dealing with 
the sale of public power in its common and ordinary acceptation. It 
is defined by Webster as meaning: 

“]. Exclusive control of the supply of any commodity or service 
in a given market; hence any public use in such control in a given 
market as enables the one having this control to raise the price of a 
commodity or service materially above the price fixed by free com- 
petition.” 

This purpose of Congress, to prevent the monopolization of the 
power by limited groups necessarily brings into focus the status and 
activities of the Georgia Power Company in relation to the disposal 
of power from public projects, and particularly from Clark Hill. 

he evil which Congress anticipated and sought to prevent is exactly 
what the Georgia Power Company is now seeking, ant has consistently 
sought to create. It has professed cooperation to the fullest extent in 
the improvement of our waterways and in bringing the benefits of 
Federal power to the persons and the groups intended by Congress. 
(See statement of Harllee Branch before subcommittee of the Com- 
mittee on Appropriations, H. R. 83rd Cong., Ist Sess., Part 4, p. 358.) 
The record does not support that assertion. 
The Georgia Power Company is a subsidiary of the Southern Com- 
any, which also controls the Alabama Power Company, the Gulf 
Poser Company, and the Mississippi Power Company. 

In 1936 the Georgia Power Co. sought to enjoin the T. V. A. from 
erecting a transmission line to a cooperative in Georgia, from con- 
structing any transmission or distribution lines in Georgia, and prayed 
a declaration that the attempted business of T. V. A. in Georgia was 
illegal. The injunction and declaration were denied May 28, 1936, 
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Georgia Power Company vs. Tennessee Valley Authority, 14 F. Supp. 
673. On the following day the Georgia Power Company in conjunc- 
tion with eighteen other power companies filed suit against the T. V. A. 
and others in a State Court of Alabama and also in the Chancery 
Court in Knoxville, Tennessee. The Alabama case was discussed by 
the complainant on the day before the date set for hearing and the 
Tennessee case was subsequently removed to the Federal Court for that 
District. Tennessee Electric Power Co. vs. Tennessee Valley Author- 
ity, 306 U.S. 118, 59 S. Ct. 366, L. ed. 543. This action, taken in spite 
of the adverse judgment of the District Court in which its original 
action was brought was characterized by the Court as “harassing, 
vexatious and unnecessary” (italic added), and the Georgia Power 
Company and its solicitors were enjoined from taking, authorizing, or 
permitting any action to enforce the decree entered by the District 
Court for the Eastern District of Tennessee and from continuing in 
any manner with or maintaining such proceedings. Georgia Power 
Company vs. Tennessee Valley Authority, 17 F. Supp. 769. 

The Savannah River Electric Company, a subsidiary of the Georgia 
Power Company, in 1928 applied for and secured from the Federal 
Power Commission a license to construct a dam and hydroelectric 
power project at Clark Hill on the Savannah River in South Carolina 
and Georgia. Construction was never commenced and in 1932 the 
license was surrendered. The Flood Control Act of 1944, 58 Stat. 387, 
authorized the construction of the Clark Hill project by the United 
States and under the Deficiency Appropriation Act of 1946, 59 Stat. 
632, a lump-sum appropriation included $1,000,000.00 which had 
been budgeted to Clark i ill. In the War Department Civil Appro- 
priations Act approved May 2, 1946, 60 Stat. 160, another lump-sum 
appropriation included $4,500,000.00 budgeted for this purpose. 

ereupon the Savannah River Electric Company on August 28, 1946, 
filed application for a license to construct the Clark Hill project which 
application was dismissed by the Federal Power Commission on Jan- 
uary 14, 1947. The Power Company sought to reverse the dismissal. 
Savannah River Electric Company vs. Federal Power Commission, 
164 F. 2d 408. 

At the last three sessions of Congress representatives of the Power 
Company have appeared before Congressional Appropriations com- 
mittees to oppose appropriations for the purpose of planning, con- 
structing, or acquiring facilities designed to carry public power in 
Georgia to public bodies and cooperatives. 

On March 24, 1950, three days after the creation of the Southeastern 
Power Administration, the Power Company submitted to the newly 
appointed Administrator a plan for the integration and distribution 
by the Southern Company Group of any power and capacity that 
might be available from the Clark Hill, Buford, and Jim Woodruff 
reservoir projects, and any subsequent government reservoir projects 
in the service areas of the four companies comprising the Southern 
Company group. We now see the Georgia Power Company, which 


has constructed transmission lines to the Clark Hill project, telling the 
Government that it is the only customer with whom the Government 
can contract under the statute. As stated by its representatives, Mr. 
Charles A. Collier at the hearing on September 1, 1953, before Assist- 
ant Secretary Aandahl : 
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“To the first proposal which involves the Company ing to wheel 
and firm energy, our position has been and “a and consistently so, 
that we were not willing to wheel nor are we willing to dedicate facil- 
ities for firming of some one else’s capacity.” 

“That was our position with the Federal Government,” 

“Certainly, we would not deviate from that position to substitute 
someone in lieu of the Federal Government.” 

“So, as far as our answer to the first problem is concerned the answer 
is that. we are not.a willing partner to any such arrangement, and that 
is out.” 

Thus the Power Company would become the preference customer. 
Congressional policy for decades would be reversed. The law would 
be frustrated. This is the very monopolization which was foreseen 
and referred to by Congress; it 1s the evil which Section 5 of the Flood 
Control Act of 1944 was intended to prevent. 

If construction of the statute is necessary, the answer will be found 
in the ends which Congress sought to achieve in the particular condi- 
tions which were expected or foreseen (Norwegian Nitrogen Products 
Co. vs, United States, 238 U.S. 294, 53 S. Ct. 350, 77 L. ed. 796). 

The Power Company has contended that its proposal will result in 
lower rates to the consumer than the seein of the G. E. M. C. 
because it will charge only the “bare bone” cost for transmission. We 
do not believe and do not concede that its proposal will result in lower 
rates, However, it is significant that the Bailey Amendment which 
provided for the sale of the power at the point of production also 
provided that any and all saving realized by the purchaser must be 
passed on under Federal regulations, where no State regulation existed, 
to the consuming public. The whole amendment was rejected. Thus 
Congress did not believe that lower rates should justify monopoliza- 
tion or defeat reference to public bodies and cooperatives. at is 
also implicit in the language of the statute itself. The sentence grant- 
ing preference to public bodies and cooperatives is not expressly 

ualified or limited by any other provision of the statute. However, 
the provision requiring the Secretary of the Interior to dispose of the 
power and energy in such manner as to encourage the most widespread 
use thereof at the lowest possible rates to consumers is specificall 
limited by a provision that these requirements must be consistent with 
sound business principles. Having so effectively expressed its purpose 
in this and other related statutes to prevent the monopolization of the 
power by limited froups, Congress could not have considered such 
monopolization a “sound business principle.” It has specifically de- 
nounced monopolization of public power in the earlier Acts after which 
Section 5 of the Flood Control Act was patterned. It had sought to 
prevent it by authorizing the construction of transmission lines and by 
giving preference to public bodies and cooperatives. We do not be- 
lieve it 1s necessary to remind the Secretary of the many other Federal 
statutes aimed at prohibiting monopolies. It is not uncommon for 
monopolies to temporarily reduce prices until they obtain exclusive 
control of the commodity or the service in the market, just as the Power 
Company is now offering to transmit the power at the “bare bone” cost. 
The Federal Supreme Court has stated : 

“Trade or commerce under those circumstances may nevertheless 
be badly and unfortunately restrained by driving out of business the 
small dealers and worthy men whose lives have been spent therein, 
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and who might be unable to readjust thmselves to their altered sur- 
roundings. Mere reduction in the price of the commodity dealt in 
might be dearly paid for by the ruin of such a class, and the absorption 
of control over one commodity by an all-powerful combination of 
capital” (United States vs. T'rans-Missouri Freight Association, 166 
U.S. 290, 17 S. Ct. 540, 51 L. ed. 1007. See also: Fashion Originators 
Guild of America, Inc., vs. Federal Trade Commission, 312 U. S. 457, 
61 S. Ct. 702, 85 L. ed. 949). 

The language of the Bonneville and Ft. Peck Acts, the letter of 
Secretary Ickes, and the debates in the Senate were Boo sen when 
applied to the present controversy. It was foreseen by Con That, 
is why Congress limited the language directing the Secretary to dis- 
pose of the power in such manner as to encourage the most widespread 
use thereof, at the lowest possible rates to consumers so that it must 
be consistent with sound business principles. 

If the phrase “sound business principles” is construed to preclude a 
monopolization of the power by limited groups, there will be no con- 
flict between the provisions of the Statute, even in a situation where a 

rivate power company, one of an affiliated group of such companies 
as made a proposal which will result in a sale to the ultimate con- 
sumer at a rate slightly lower than can be met by the preference cus- 
tomers. The sale of the power to the preference customers will ef- 
fectuate the eaten clause. At the same time it will not violate that 
provision which provides for a disposal of the es at the lowest 
are rates to consumers consistent with sound business principles 
ause the sale to the private power company would result in the 
monopolization of the power and violate the basic purpose of the Act. 
The preference and rate sections are not inconsistent. They should 
not be so construed (Helvering vs. Credit Alliance Corp., 316 U. S. 
107, 62 S. Ct. 989, L. ed. 1307; United States vs. Fowler, 302 U. S. 540, 
58 S. Ct. 353, 82 L. ed. 413). 

On the contrary, if the Statute is construed to permit the Secretary to 
accept an offer of the Power Company merely because its proposal 
would result in a slightly lower rate to the ultimate consumer, and 
regardless of monopolization, the result would be to render the 
preference provisions of the Statute almost wholly ineffective and 
inefficient. The preference provision would then apply only when 
the preference customers submitted a proposal under which the con- 
sumers would get the power at an equal or lower rate than that avail- 
able to them under the private power contract. Obviously, if lower 
rates were intended to be the chief criterion, the customer submitting 
the proposal resulting in the lowest rates to consumers would get the 
power, whether that customer be power company, public body or co- 
operative, because of the provisions of the Statute directing dis- 
position of the power at the lowest rates to consumers consistent with 
sound business principles. The same provision would also largely con- 
trol where the rates to the ultimate consumers would be the same under 
both proposals, because the sale to public bodies and cooperatives would 
then avoid monopolization of the power and be consistent with sound 


business princip The preference provision would be of little use 
or value. 


_All the words used in the Statute should be given their proper sig- 
nification and effect (United States vs. Lexington Mill & Ble 


levator 


q 
z 
; 
5 
3 
, 
. 
2 
z 
2 











930 PUBLIC POWER PREFERENCE CUSTOMERS 


Company, 232 U.S. 399, 34S. Ct. 337, 58 L. ed, 658; McDonald vs. 
Thompson, 305 U.S. 263, 59'S. Ct. 176, 83 L. ed. 164), 

If possible, effect should be given to every clause and part of a stat- 
ute (D. Ginsberg & Sons, Inc., vs. Popkin, 285 U.S, 204, 52 S. Ct. 322, 
76 L. ed. 704). : 

The Statute should not be construed in such a manner as to render it 
partly ineffective or inefficient if another construction will make it ef- 
fective (United States vs. Powers, 307 U.S. 214, 59 S. Ct. 805, 88 L. ed. 
_ Shapiro vs. United States, 335 U.S. 1, 68 S. Ct. 1375, 92 L. ed. 
1787). 

N a should it be construed to have done a vain and useless thing 
(Clark et al, vs. Bannand et al, supra; Armstrong Paint & Varnish 
Works vs. Nu Enamel Corporation, supra). 

The reasons and supporting authority cited should be sufficient to 
dispose of any contention by the Power Company that it should be pre- 
ferred in the sale of the power because (as it contends) its proposal 
is more consistent with sound business principles. However, there 
are other basic principles of statutory construction which require the 
same conclusion. 

If there is any clash between that provision of the Statute which di- 
rects the disposal of the power in ne manner as to encourage the most 
widespread use at the lowest possible rates to consumers consistent with 
sound business principles and that which requires preference to be 
given to public bodies and cooperatives, the latter must control. It 
was directed specifically to the accomplishment of a public purpose; 
that of supplying power without profit from public power projects 
to public agencies and to rural residents who wy been denied power on 
account of prohibitive costs. The other provision of the Section under 
which the privately owned Power Company finds the basis for its 
claim, directing the disposal of the power by the Secretary of the 
Interior in not so specifically and immediately devoted to the public 
welfare. It is not directed to the relief of an underprivileged group 
or to the aid of public bodies, but permits the sale of the power on the 
open market, at a profit to the purchaser, under certain specific con- 
ditions. Accordingly, when the conflict in offers under the respective 
provisions of the Statute occurs, public rights must be preferred to 
private rights (A/ills, et al vs. County of St. Clair, et al, 49 U.S. (8 
How.) 569 12 L. ed. 1201; Virginia Ry. Co. vs. System Federation No. 
40, 300 U.S. 515, 57 S. Ct. 392, 81 L. ed. 789). 

Not only should public rights be preferred in the construction of 
the Statute, but public bodies and cooperatives have been granted 
substantial rights under it; that of being preferred in the sale of the 
power. If any ambiguity exists, or if a clash occurs between that 
and another provision of the Statute it should not be resolved so as 
to imperil those preference rights. One portion of a Statute should 
not be construed to annul or destroy what has been clearly granted 
by another (Y: ave vs. Higbee Company, 324 U.S. 204, 85 S. Ct. 594, 
89 L. ed. 890; Peck vs. Jenness, 7 How. (U. S.) 612, 12 L. ed. 841). 

In view of the Congressional purpose to prevent the monopolization 
of the power, which finds expression in the language of the Act and 
is demonstrated by so many extrinsic aids to construction, it is not 
surprising that on January 2d, 1953, the then Secretary of the Interior 
ruled that the very proposal which the Power Company now offers 
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was illegal. In addition to the reasons whch already have been dis- 
cussed in this memorandum, he pointed out other convincing reasons 
why the proposal of the Power Company would violate the intent and 
the provisions of Section 5 of the Flood Control Act. 

e Secretary recognized that he could not delegate nor surrender 
to the Power Company the responsibility imposed upon him by Con- 
gress of giving preference in the sale of the power to public bodies 
and cooperatives. If all of the power were sold by the Government 
to the Georgia Power Company, the public bodies and cooperatives 
would have to depend upon the Power Company for both their pref- 
erence and their power. Under the Power Eicaiosipta offer the Gov- 
ernment, with the consent of the Power Company, could designate 

reference customers, but it would have no power with which to ef- 
ectuate the preference (except by withdrawing limited amounts upon 
very advance notice) and would have to depend upon the Power Com- 
pany to do so. The Secretary would deliberately and voluntarily 
make it impossible for him to perform the Congressional mandate. 

The Secretary pointed out the under the Power Company pro- 
posal the contract and the rates charged the preference customers by 
the Power Company would be subject to the approval of the Georgia 
Public Service Commission. While the Federal Government would 
not be subject to such regulation, it could be left with large blocks of 
power on its hands and with no facilities for transmitting it to the 
preference customers. G. E. M. C. and its members are exempt from 
such regulation. 

It was also observed by the Secretary that the Power Company pro- 
posal would limit the preference customers during the life of the con- 
tract to 70,000 KW, or one-half of the capacity sold to the Power 
Company, so that there would be no power with which to supply the 
growing needs of these customers. The Power Company, in a reply 
to the Secretary, vigorously challenged this interpretation of the Act, 
asserting that to so construe it would “put the Federal Government 
fully and completely into the public utility business.” However, Con- 
who wished the benefits of public power to go first to public 

jes and cooperatives, would not have intended to limit the prefer- 
ence customers to those in existence and seeking the power on the day 
the project n — . Certainly it did not say so. Neither 
did it intend that the load sold to preference customers should be lim- 
ited to the initial capacity taken by them. It knew that as rural areas 
gradually became familiar with the benefits of electricity, and in- 
stalled more electric labor saving machinery and conveniences on 
farms and in dairies and homes, the consequent need for power would 
substantially increase. It intended the preference customers to have 
the benefit of all the surplus power and energy produced at the multi- 
purpose public projects if they desired it and would utilize it. It 
granted preference “in the sale of such power and energy.” There 
were no restrictions in the language of the Statute. The power com- 
— urged a similar restrictive interpretation of the R. BE. A. Act in 
ansas City Power & Light Company, et al., vs. McKay, Civil Action 
No. 4276-50, U. S. D. C. for the District of Columbia, decided June 
17, 1953. The Court said: 
Although Plaintiffs apparently have no quarrel with the practice 
under which the Administrator has made loans for the construction 
of distribution lines which meet the present requirements of only cer- 
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tain rural residents in an area, they do challenge the REA practice of 
making successive loans to the cooperatives over a period of years which 
would enable the borrowers to construct an electrical system to meet 
the increasing power requirements of its members, who are presently 
being served, as well as to supply the demand for service from new 
consumers in the surrounding area who would be denied such service, 
except for the assistance of the RE. 

“In this connection it must be borne in mind that the RE Act of 
1936, as its name implies, was legislation — to carry into effect 
a governmental policy by means of which the benefits of electrical en- 
ergy and accompanying electrical facilities might be made readily 
available, as they had not, hitherto, been so made available, to indi- 
viduals in rural areas. It was designed to remedy a deficiency in the 
life and economy of the rural population of the nation. Arkansas 
Valley Cooperative Rural Electric Co. vs. Elkins, 200 Ark. 883, 141 
S. W. 2nd 583 (1940). Consequently, the Court has not been per- 
suaded that it was intended that rural residents, upon receiving an 
RE loan, should be barred from further participation in the advan- 
tages and opportunities offered in the RE program.” 

The Court further held: 

“Tn like manner it is clear to the Court, in view of the rule laid 
down in Ashwander vs. T. V. A. (297 U. S. 288, 56 S. Ct. 466, 80 L. 
ed. 688) that the purchase of thermal energy generated at the steam 
plants of the cooperatives, which purposes is reasonably incidental to 
the integration of hydroelectric power generated at the Reservoir 
Projects, is not prohibited by the provisions of the Flood Control Act, 
but rather is within the scope of its provisions and in accord with its 
yurpose.” 

The Georgia Power Company also urged a similar objection to the 
T. V. A. Act. In Georgia Power Company v. T. V. A., 14 F. Supp. 
673, Judge Sibley said: 

“Tts activities in selling electric power as pointed out in Ashwander, 
et al., vs. Tennessee Valley Authority, 56S. Ct. 466, 80 L, ed. 688, rest 
on the constitutional right of the United States to dispose of their 
property. That decision settles that electric energy generated at Wil- 
son Dam and not needed for governmental purposes may be sold under 
authority of Congress, and that to effect sale transmission lines may be 
bought or built to a market for it, and this was held although evidently 
the contemplated sale was not a transient or casual one, but a contin- 
uous operation amounting to a business.” 

Again he said: 

“A policy is expressed of promoting the use of electricity on farms 
within a reasonable distance of transmission lines, and of constructin 
transmission lines to farms and small villages not otherwise suppli 
with electricity at reasonable rates. Thus to encourage the develop- 
ment of a new market for electricity, rather than to invade an old 
one seems to be most considerate of existing interests and not of any 
detriment to the State. That the new market is small and not im- 
mediately profitable to the seller of electricity is for the consideration 
of Congress. The policy of selling by preference to those who though 
middlemen pass all. profits to the consumer does not discriminate 
against most power companies, but it seems to me to be within a seller’s 
right to choose his customers.” 








PUBLIC POWER PREFERENCE CUSTOMERS 233 


Of course, neither Congress nor the Secretary have undertaken to 
provide for the present or further requirements of preference cus- 
tomers in excess of that necessary to dispose of the power from the 
multipurpose public dams. However, Congress has granted public 
bodies and cooperatives preference as to all of that power. 

Because it was pointed out in the Secretary’s ruling on the Fag! 
Power pa proposal that it violated the power policy of the 
partment which was then in effect it should be observed that the pro- 
posal is also at variance with the Interior Department’s recently an- 
nounced new power policy. That policy undertakes to fre full force 
and effect to the preference clause of Section 5 of the Flood Control 
Act of 1944 and to those of the other comparable statutes. Thus para- 
graph 3 of the statement of policy asserts: 

“The Department of the Interior will operate the Federally owned 
generating and transmission facilities under its control for the benefit 
of the general public, and particularly of the domestic and rural cus- 
tomers, and the Department will give preference and priority to 
public bodies and cooperatives in disposing of electric energy gen- 
erated at Federal plants. It will be the policy of the Department to 
dispose of power, remaining after provision for existing preference 
customers to privately owned public utilities serving domestic and 
rural customers in the area.” 

Certainly this announcement of policy does not contemplate sale 
of all of the power generated at the Federal projects to a privatel 
owned company upon which the preference customers in turn wi 
be dependent for their power requirements. This is substantiated b 

aragraph 2 of the statement of policy relating to transmission facil- 
ities which provides: 

“The Department of the Interior will construct and operate trans- 
mission lines that are economical, feasible, and necessary for proper 
connection and operation of Federally owned generating plants. 
Transmission facilities will also be built and operated to carry power 
to load centers within economic transmission distances unless other 
public or private agencies have or will provide the necessary facilities 
upon reasonable terms. These terms shall generally be such that the 
Federally produced power will be made available to customers at costs 
not. higher than would result from the construction of transmission 
facilities by the Federal government.” 

Thus it appears that the policy contemplates either the construction 
and operation of transmission lines or the use of transmission facilities 
provided by others upon reasonable terms. A power company which 
refused to permit its transmission facilities to be utilized except to 
transport power which was sold to it would not be “supplying” those 
facilities to the Government, to the preference customers to whom a 
portion of the power was resold, nor to anyone except itself. This is 
confirmed by the “statement relative to power policy of the Department 
of the Interior” which accompanied the release of the Department’s 
power policy and which asserted : 

“The new transmission line program is such that in combination 
with various wheeling agreements facilities will be available to trans- 
mit all power from reclamation or army hydro-electric plants now 
under construction as soon as they are whood in operation,” [Italic 
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The new power policy does not appear to contemplate a capitula- 
tion by the Government to a private power company of all of the 
surplus power generated at the Federal projects merely because the 
private power company refused to make its transmission facilities, 
already erected, available upon reasonable terms for moving the power 
to the preference customers. Such a policy would be unworthy of 
the Secretary of the Interior and will not be attributed to him. 

It is the position of the G. E. M. C. that when it as a nonprofit 
cooperative membership corporation organized under the laws of 
Georgia composed of 3f rural electric cooperative members offers to 
purchase the power at the dam from the Government at the price fixed 
by the Government, the facts require the application by the Secretary 
of the preference provision of Section 5 of the Flood Control Act of 
1944. The transmission of the power would be G. E. M. C.’s problem 
and not the Government’s, however, it wishes the Secretary tobe fully 
advised. It would undertake to work out an agreement with the 
Georgia Power Company. The G. E. M. C. does not believe and is 
not willing to anticipate that in the event its proposal to purchase 
the power is accepted the Georgia Power Company, which is a public 
utility exercising substantial rights, privileges, and benefits given to 
it by the public, including the power of eminent domain, will so far 
disregard its corresponding obligations to the public as to refuse to 
carry the power to the preference customers over its transmission fa- 
cilities for a reasonable compensation. In the event that the Power 
Company did refuse to wheel the power for a reasonable compensation, 
the G. E. M. C. would utilize the statutes adapted to meet that situa- 
tion. Section 202 of the Federal Power Act, as amended (16 U.S. C. 
824a (b)) provides: 

“Whenever the Commission, upon application of any State com- 
mission or of any person, snieed in the transmission or sale of elec- 
tric energy, and after notice to each State commission and public 
utility affected and after ne ag for hearing, finds such action 
necessary or appropriate in the public interest, it may by order direct 
public utility (if the Commission finds that no undue burden will be 
placed upon such public utility thereby) to establish physical con- 
nection of its transmission facilities with the facilities of one or more 
other persons engaged in the transmission or sale of electric energy, to 
sell energy to or exchange energy with such persons: Provided, That 
the Commission shall have no authority to compel the enlargement of 
generating facilities for such purposes, nor to compel such public 
utility to sell or exchange energy when to do so would impair its ability 
to render adequate service to its customers. The Commission may pre- 
scribe the term and conditions of the arrangement to be made between 
the persons affected by any such order, including the apportionment 
of cost between them and the compensation or reimbursement reason- 
ably due to any of them.” 

Section 93-307 of the Georgia Code of 1933 provides in part: 
_“The Public Service Commission shall have the general supervi- 
sion of all * * * electric light and power companies within this State; 
and while it may hear complaints, yet the Commission is authorized 
to perform the duties imposed upon it of its own initiative and to re- 
quire all common carriers and other public-service companies under 
its supervision to establish and main such public service and facilities 
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as may be reasonable and just, either by general rules or by special 
orders in particular cases.” l 

Applying the Section last quoted, the Georgia Public Service Com- 
mission (Georgia Public Service Commission vs. Georgia Power Com- 
pany, 182 Ga. 706) required the Georgia Power Company to extend 
its transmission lines and supply power to the City of Andersonville, 
Georgia. The Court said: 

“A corporation organized to generate and —— hydroelectric 
power to the public and having a monopoly of such power in the sec- 
tion where it operates, has no authority to select customers or dis- 
criminate against the members of a class it has elected to service * * *. 
This public service company, from the evidence, enjoys commensurate 
profits by reason of its permissive operations in this State, and it will 
not be heard to complain because of the possibility of a small, isolated 
loss incurred in order to serve, as required by the commission, a mem- 
ber of a class, which class it has undertaken to serve in a territory 
in which it holds a practical monopoly. Moreover, the Public Service 
Commission was authorized to find from the evidence that the project 
required by the Order would entail no loss.” 

It is apparent that the proposal of G. E. M. C. contemplates that it 
must have a reasonable time to make arrangements for the transmis- 
sion of the power if its proposal is accepted. What is a reasonable 
time dope upon all of shes ethabeiaabiians of the particular case. 
Paine vs. Central Vermont Railroad Company, 113 U. S. 152, S. Ct. 
1019, 30 L. ed. 193. The circumstances here are that the G. E. M. C. 
would need time to negotiate with the Power Company, who has the 
only transmission line to the load center, for a transmission agreement 
or, in the event the Power Company refuses to enter into such an agree- 
ment upon reasonable terms, would require time to obtain a ruling 
from the proper regulatory body permitting use of such facilities upon 
the payment of adequate transmission rates. 

In several instances Congress has not only said that a reasonable 
time should be granted in order to protect the preference clause but 
also has expressed itself on what a reasonable time contemplates under 
similar circumstances. 

It is obvious at the outset that Congress did not consider the time 
required to obtain a ruling from a regulatory body as unreasonable 
since it provided in section 5 of the Flood Control Act that the rate 
schedule of the proposed contract should become effective only upon 
confirmation and approval by the Federal Power Commission. A 
similar provision is contained in most of the Acts or Statutes authoriz- 
ing the sale of power from the multipurpose public projects. 

n the Boulder Canyon Project Act of mber 21, 1928 (43 
U.S. C. 617 d (ce) Congress provided that preference to applicants 
for the use of water and appurtenant works and privileges necessary 
for the generation and distribution of hydroelectric energy or for 
delivery at the switchboard of a hydroelectric plant shoul given 
first to a State for the generation or purchase of electric energy for 
use in the State and, for the purpose of carrying out the preference 
provision, said : 

“The rights covered by such preference shall be contracted for by 
such State within six months after notice by the Secretary of the 
Interior and to be paid for on the same terms and conditions as may 
be provided in other similar contracts made by said Secretary: Pro- 
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vided, however, That no application of a State or a political sub- 
division for an allocation of water for power purposes or of electrical 
energy shall be denied or another application in conflict therewith 
be granted on the ground that the bond issue of such State or political 
subdivision, necessary to enable the applicant to utilize such water 
and appurtenant works and privileges necessary for the generation 
and distribution of hydroelectric energy or the electrical energy ap- 
plied for, has not been authorized or matkbted, until after a reasonable 
time, to be determined by the said Secretary, has been given to such 
applicant to have such bond issue authorized and marketed.” 

n the T. V. A. Act of May 18, 1933 (16 U. S. C. 331k) Congress, 
also for the purpose of effectuating its preference provision, said: 

“Provided, That if any State, county, municipality, or other public 
or cooperative organization of citizens or farmers, not organized or 
doing business for profit, but primarily for the purpose of supplyin 
electricity to its own citizens or members, or any two or more of suc 
municipalities or organizations, shall construct or agree to construct 
and maintain a properly designed and built transmission line to the 
Government reservation upon which is located a Government generat- 
ing plant, or to a main transmission line owned by the Government 
or leased by the board and under the control of the board, the board 
is hereby authorized and directed to contract with such State, county, 
municipality, or other organization, or two or more of them, for the 
sale of electricity for a term not exceeding thirty years; and in any 
such case the board shall give to such State, county, vee, ee or 
other organization ample time to fully comply with any local law 
now in existence or hereafter enacted providing for the necessary 
legal authority for such State, county, municipality, or other organi- 
zation to contract with the board for such power * * *.” : 

In the Bonneville Act of August 20, 1987 (16 U. S. C. 332 ¢ (d) 
which was one of the Statutes referred to by the author of the Flood 
Control Act as being the pattern for the preference amendment Con- 
gress provided: 

“It is declared to be the policy of the orm as expressed in 
this chapter, to preserve the said preferential status of the public 
bodies and cooperatives herein referred to, and to give to the people 
of the States within economic transmission distance of the Bonneville 
project reasonable opportunity and time to hold any election or elec- 
tions or take any action necessary to create such public bodies and 
cooperatives as the laws of such States authorize and permit, and to 
afford such public bodies or cooperatives reasonable time and oppor- 
tunity to take any action necessary to authorize the issuance of bonds 
or to arrange other financing necessary to construct or acquire neces- 
sary and desirable electric distribution facilities, and in all other 
respects legally to become qualified purchasers and distributors of 
electric energy available under this chapter.” 

Proposals of the Power Company for the purchase of Clark Hill 
gorse ave been under consideration by the Interior Department since 

arch 24, 1950, 3 days after the creation of Southwestern Power 


Administration as a regional agency. The proposal now being con- 
sidered was put in definitive form as early as September 11, 1951. 

In view both of the time required by the Interior Department for 
its negotiations and of the purpose of Congress to afford every reason- 
able opportunity and all reasonable time to preference customers to 
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acquire and protect their preference rights we are confident that the 
Secretary of. the Interior will not pay lip service to the preference 
provision while at the same time deliberately emasculating it by ac- 
cepting the G. E. M. C. proposal but refusing to accord the necessary 
time to provide for the transmission of the power. The Government 
is fully protected by the interim contract which can be extended for 
additional periods as has recently been done. 

Because of references by representatives of the Power Company 
at the hearing on September 1, 1953, and at other times, to G. E. M. C. 
as a trade association or a skeleton organization with no customers 
and with no business, it may not be amiss to point out that G. E. “. C. 
meets every requirement for a preference customer under the . .ood 
Control Act and has full charter and statutory authority to accom- 
plish its proposal. 7 

Section 5 of the Flood Control Act does not undertake to define 
cooperatives because by 1944 when the Act was passed the term had 
a well defined and readily understood meaning in public power legis- 
lation. Thus the Reclamation Project Act of 1939 (48 USC 485 h 
(c)) provides that in the sale or lease of electric power under that 
Act “preference shall be given * * * to cooperatives and other non- 
profit organizations financed in whole or in part by loans made pur- 
suant to Sections 901-914 of Title 7 * * *.” Almost identical lan- 
guage was contained in the Water Service Act of 1939 (16 USC 590 
z7). The T. V. A. Act provided (16 USC 831 i) that preference 
should be given “cooperative organizations of citizens and farmers, 
not organized or doing business for profit but primarily for the pur- 
pose o supplying electricity to its own citizens or members.” 

The R. E. A. Act which was referred to in the Reclamation Act of 
1939 and in the Water Service Act of that year provides for loans by 
the Administrator for rural electrification to persons, corporations, 
cities, territories, and subdivisions and agencies thereof, municipali- 
ties, peoples utility districts “and cooperative, nonprofit, or limited 
dividend associations, organized under the laws of any State or terri- 
oo, of the United States, for the purpose of financing the construction 
and operation of generating plants, electric transmission and distri- 
bution lines or systems for the furnishing of electric energy to persons 
in rural areas who are not receiving central station service.” (7 USC 
904.) In the R. E. A. Act the term “person” is defined as meanin 
“any natural person, firm, corporation, or association.” (7 USC 913. 
Accordingly it was proper for a cooperative under that Act to have 
other cooperatives as its members. 

After the passage of the R. E. A. Act in 1936 a great many States 
enacted statutes authorizing the organization of nonprofit cooperative 
membership corporations for the purpose of taking advantage of the 
loans provided by the Federal laws. Georgia was one of those States. 
The Geoewis Act (Ga. L. 1937, 644-659) permits corporations organ- 


ized under the law to become members of other corporations so organ- 
ized. It provided that “A corporation organized under this Chapter 
may become a member of another such corporation and may avail 
itself of the facilities and services thereof.” (Ga. Code Supp. Sec. 34 
A-112.) Among the powers granted to corporations organized under 
the Act was the power “To furnish to member corporations organized 
under this Charter, electric energy, wiring facilities, electrical and 
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plumbing equipment and services convenient or useful.” (Ga. Code 
wee Sec. 34 A-104.) 

e G. E. M. C. was organized under that Act and has the powers 
granted by it. It has as members 37 rural electric cooperatives also 
organized under that Act. It thus meets every requirement for a 
preference customer under Section 5 of the Flood Control Act. In 
Kansas City Power & Light Co. vs. MeKay, Civil Action No. 4278-50, 
U. S. D. C. for the District of Columbia, decided June 17, 1953, the 
power companies challenged the federated cooperatives as merely 
“paper organizations.” The Court mentioned the contention but did 
not deem it worthy of discussion. It upheld the contracts entered 
into between the federated cooperatives and the R. E. A. and South- 
western Power Administration. That case also evidences that it will 
be no novelty for the Secretary of the Interior to contract with a rural 
electric cooperative composed of other rural electric cooperative 
members. 

In a conference between representatives of the Power Company 
and G. E. M. C. before the hearing the Power Company questioned the 
right of G. E. M. C. to purchase the power at the Dam and resell it to 
the Power Company. It must be remembered that even if such a chal- 
lenge were valid, it would only affect the alternate proposal of the 
G. E. M. C. and not its initial proposal which is still pending. The 
alternate proposal was made primarily for the purpose of meeting 
some of the extra legal objections made by the Power Company to the 
initial proposal in an effort to work out an amicable solution to the 
controversy without loss of the preference rights. The Power Com- 
pany’s objection to the alternate proposal demonstrates that its pri- 
mary purpose is to substitute the Power Company for the public 
a and cooperatives in the preference clause of the Flood Control 
Act. 

The Statute under which G. E. M. C. was organized provides that 
each corporation organized under that Act shall have the power— 


“(4) To generate, manufacture, purchase, acquire and accumu- 
late electric energy and to transmit, distribute, sell, furnish and 
dispose of such electric energy to its members * * *.” 

“(6) To furnish the member corporations organized under this 
Chapter, electric energy, wiring facilities, electric and plumbing 
equipment and services convenient and useful * * *.” 

“(13) To make any and all contracts necessary or convenient 
for the exercise of the powers granted in this Chapter ; including 
but not limited to, contracts with any person, Federal Agency, or 
municipality for the purchase, or sale of energy, and in connection 
with any such contract to stipulate and agree to such covenants, 
terms, and conditions as the board may deem appropriate, includ- 
ing covenants, terms, and conditions with respect to resale rates, 
financial and accounting methods, services, operation and mainte- 
nance practices, and the manner of disposing of the revenue of 
the system operated and maintained by the corporation * * *” 
(Ga. Code Supp. Sec. 34A-105). 

“(18) To do and perform either for itself or its members for 
any member corporation organized under this Chapter, any and 
all acts or things, and to have and exercise any and all powers as 
may be necessary, convenient, or appropriate to effectuate the pur- 
pose for which the corporation is organized.” 














PUBLIC POWER PREFERENCE CUSTOMERS 239 


Although it , repmae the broad powers set out above, which included 
the power to do anything ecm convenient, or appropriate to 
effectuate the aaa for which the cooperative is organized, the 
General Assembly wished to be absolutely certain that it enumeration 
of powers should not be construed as a restriction or limitation upon it. 
Accordingly, it further provides: 

“This Chapter shall be construed liberally. The enumeration of any 
object, Ae oy power, manner, method or thing shall not be deemed 
to cae ike or similar objects, purposes, powers, manners, methods 
or things. 

Even without this definite declaration of purpose by the General 
Assembly, it would be error to impose a restrictive interpretation 
upon the powers granted to the corporations by statute. 

The Georgia Electric Membership Corporation was passed for the 
purpose of securing to the rural areas of Georgia the benefits of elec- 
trical energy and accompanying electrical facilities which were being 
made available to rural areas throughout the Nation by the R. E. A. 
Act, the T. V. A. Act and the preference provisions in the Acts author- 
izing the sale of power from multi-purpose Federal reservoir proj- 
ects. These Acts were designed to remedy a deficiency in the life and 
economy of the rural population of the nation (Arkansas Valley Co- 
operative Rural Electric Co. vs. Elkins, supra; Kansas City Power & 
Light Company vs. McKay, supra). 

Because it is a remedial statute, the Georgia Electric Membership 
Corporation Act must be given a liberal construction (Van Treeck vs. 
Travelers Insurance Co., et al, 157 Ga. 204). The legislative intent 
will prevail over the literal import of the words (Carroll vs. Ragsdale, 
192 Ga. 114; Sumpter County vs. Allen, 193 Ga. 171). ; 

In United States ex rel. T. V. A. vs. Welch, 327 U.S. 546, 66 S. Ct. 
715, 90 L. ed. 843, the T. V. A. Act by which Congress granted to the 
Authority the right to condemn all property that it deems necessary 
for carrying out the purpose of this Act, “and further provided, that 
the Act should be liberally construed” was held to authorize the 
Authority to condemn property for the purpose of settling its liability 
for the destruction of a state highway by flooding, under an agree- 
ment between it and the state, the county, and the National Park 
Service, with a view to cooperation with other governmental agencies 
and the prevention of the waste of government funds through adjust- 
ments made in the interests of all the public, although the property 
taken was not directly needed for the dam and reservoir. 

In Jn re Farmers Dairy Cooperatives’ Receivership (Minn.) it was 
held that a co-operative corporation organized under a Minnesota 
statute which gave it the power “to buy, sell or deal in its own products, 
the products of its individual members, the products of any other 
cooperative association whether organized under the provisions of 
this Act or otherwise” could contract with and incur debts to others 
than cooperative associations and members thereof. The Minnesota 
Court concluded that the statutory language was not intended to 
be restrictive. The Georgia General Assembly so provided in the 

tatute. 

Here the literal language of the statute which grants the coopera- 
tive powers in addition to those specified in the Act authorizes the 
Pengoes! for the purchase of power from the government and its 

e, without profit, to the Power Company, which was made by 
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G. E. M. C. In any event however if, in this manner alone, because 
of lack of transmission facilities, the G. E. M. C. could acquire the 
power under the preference clause and have it distributed to the 
rural areas of Georgia, it would have that power necessary to effectuate 
the purposes of the Act. 

The present situation, in which there are conflicting offers by a 
private power company and by a rural electric cooperative for the 
power allotted to rgia from a remage aalgas is exactly 
the one which the preference provision of the Flood Control Act was 
intended to control. If the Secretary of the Interior accepts the 
proposal of the cooperative the mandate of the preference section of 
the Statute will be complied with and its purpose will be effectuated. 
Any other course under the circumstances would constitute a flagrant 
vieledien by the Secretary of both the express language and the clear 
intent of Section 5 of the Flood Control Act. 

The G. E. M. C. will, of course, give full consideration to any 
modifications or changes in either of its proposals which are recom- 
mended by the Secretary which will not defeat nor jeopardize its 
preference rights. 


Appenpix IV 


Fepsrvary 15, 1955. 


Personal and confidential. 
Re Georgia Power Co. proposed contract 
Mr. Leon ULMAN, 
Department of Justice, 
Washington, D.C. 

Dear Mr. Utman: For your further information I am enclosing 
(a) photostatic copy of letter of February 8, 1955, from D. M. Pollock, 
president, GEMC, to Mr. Ancher Nelsen, REA Administrator, and 
(6) copy of letter of February 10, 1955, from Ancher Nelsen to me, 
enclosing memorandum relating to cooperative proposal. These you 
may wish to consider in connection with the proposals now under 
consideration. 

Sincerely yours, 
Crarence A. Davis, 
Under Secretary. 


Groreta Evecrric Mempersuip Corp., 
Millen, Ga., February 8, 1956. 
Mr. ANCHER NELSEN, 


REA Administrator, Department of Agriculture, 
Washington, D.C. 


Dear Sir: This is an answer to your question regarding the legal 
right of the Georgia Electric Membership Corp. or an individual 
cooperative to sell or exchange power to the Georgia Power Co. under 
the terms of the Georgia Rural Electrification Act of 1936. I have 
discussed this matter with our attorneys and feel sure that there is 
no serious question of this right. 

The Georgia act (code sec. 34A~-103) sets out its primary purpose 
as “the furnishing of electric energy to persons in rural areas who are 
not receiving electric service from any corporation subject to the juris- 
diction of the Georgia Public Service Commission, or from any mu- 
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nicipal corporation.” Specific powers are granted in the act to 
accomplish the above go “to generate, manufacture, purchase, 
— and accumulate electric energy and to transmit, distribute, 
sell, furnish, and di of such electric energy to its members * * *” 
(code, sec. 34A-104 }) ). 

The general assembly specifically authorized cooperatives “to make 
any and all contracts necessary or convenient for the exercise of the 
powers granted in this chapter; including but not limited to, con- 
tracts with any person, Federal agency, or municipality for the pur- 
chase or sale of energy * * *” (code, sec. 34A—104 (13)) and defined 
“person” as including any natural person, firm, association, corpora- 
tion, business trust, partnership, Federal agency, State, or political 
subdivision thereof or any body politic (code, sec. 34A-102). It fur- 
ther gave them the specific authority “to purchase, receive, lease as 
lessee, or in any other manner acquire, own, hold, maintain, sell, ex- 
change, and use any and all * * * personal property or interest 
therein” (code, sec. 34A—104 (8)). Many decisions have held that 
electricity is personal property. 

In addition to these specific powers and in order to be certain that 
the powers granted were broad enough to accomplish their purpose, 
the cooperatives were given the power “to do and perform, either for 
itself or its members, or for any member corporation organized under 
this chapter, any and all acts and things, and to have and exercise any 
and all powers as may be necessary, convenient, or appropriate to 


effectuate the pu of which the corporation is organized” (code 
sec, 344-104 (18)) 


Attention is called to the fact that the proposal of the Georgia co- 
operatives is to purchase the output of the Clark Hill Reservoir 
project allotted to Georgia and to deliver it to the Georgia Power Co. 
at the cost of the cooperatives, in exchange for power delivered by 
the Georgia Power Co. to the cooperatives’ transmission systems in a 
form useful and available for distribution to their members. Elec- 
tricity is a fungible commodity and it would make no difference that 
the power delivered to the Georgia Power Co. at the dam was not the 
identical power delivered by the Georgia Power Co. to the coopera- 
tives at their transmission centers. Neither would the Nan aes 
be developing a new source of power to supply persons other than 
their members. 

The general assembly itself prescribed the rules for construing pow- 
ers contained in the statute. e act provides: “This chapter shall be 
construed liberally. The enumeration of any object, purpose, power, 
manner, method or thing shall not be deemed to exclude like or similar 
ome er powers, manners, methods, or things” (code, sec. 
34A-1134). 

The Department of Interior has specifically recognized and ap- 

roved the right of a cooperative organized under the Rural Electric 

perative Act of Texas, which is similar to but not as broad as the 

Georgia statute, to sel] or exchange the power purchased from a Fed- 
eral reservoir project to a private power company. 

Under an agreement dated November 17, 1953, between the United 
States of America, acting through the Southwestern Power Admin- 
istration, and the Brazos Electric Power Cooperative, Inc., which 
was organized under the rural electric cooperative law of Texas, the 
Government sells and the cooperative purchases all of the electric 
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power and energy generated at the Whitney Dam not required in the 
operation of the dam and available for sale pursuant to section 5 of 
the Flood Control Act of 1944. That agreement refers to a contract 
of the same date, which is attached to it as an exhibit, under which the 
cooperative agrees to sell all of such power and energy to the Texas 
Power & Light Co. 

The North Dakota Rural Electric Cooperative Act is almost identi- 
cal with that of Texas. (North Dakota Revised Code of 1943, ch. 10- 
13.) However, the Central Electric Power Cooperative, of Minot, 
N. Dak., organized under that law sells steam generated power to the 
Bureau of Reclamation which contracts to purchase the same. 

The above are two illustrations which are referred to simply for 
the purpose of demonstrating that the Department of Interior has 
recognized and approved the right of cooperatives, organized under 
statutes more restrictive than the Georgia act, to sell a to or ex- 
change it with either a private power company or the Federal Govern- 
ment where the agreement is designed to accomplish the purposes for 
which the cooperatives are organized. 

We do not think that this legal question affords any serious stum- 
bling block to the approval of the proposal of the cooperatives in the 
State to exchange this power. We appreciate your efforts to resolve 
this matter as we are extremely anxious for the people of our State 
to begin receiving the true benefits from the Clark Hill development. 

Sincerely yours, 
D. M. Poiiocr, 
President, Georgia Electric Membership Corp. 


Rurau EvecrriFicaTion ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, February 10, 1956. 
Hon. CLareNce Davis, 
Under Secretary of the Interior, Department of the Interior, 
Washington, D. C. 

Dear Crarence: I called Mr. Pollock and pointed out that accord- 
ing to the language in his attached letter the impression could be 
gained that the co-ops expect all of the Georgia share of Clark Hill 
power. I called to his attention that there would necessarily be other 
purchase customers entitled to consideration, and to that point he fully 
camer ee which would mean that they expect only a reasonable part 
of it. 

I further called to his attention that an impression seems to exist 
that the cooperative intended to have a profit on the resale of the 
power, which his letter completely clarifies, as they do not expect to 
mark up the power cost. Their only request is that the delivered 
price of power be of a reasonable level. They have indicated in pri- 
vate conversation that the rates of the contract that Interior proposes 
seem to be approximately satisfactory. 

I was pleased with the letter and pleased with our telephone con- 
versation. I am convinced that the power company and the Adminis- 
tration can be fully protected—the power company from an economic 
threat and the Administration from a political one. 


Sincerely yours, 
Ancuer NEtsen, Administrator. 
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Untrep States DeparrMENT oF AGRICULTURE, 
Rurau ELecrriFication ADMINISTRATION, 
Washington 25, D.C. 


To: Clarence Davis, Under Secretary, Department of the Interior. 
From: Ancher Nelsen, Administrator. 


In our telephone conversation the other day regarding the Georgia 
Power contract, I agreed to send a suggested plan of approach. 

The first thing we need to do, of course, is what we are doing and 
that is to agree on a plan of action: For example, whether or not we 
wish to propose a contract seg along different lines. If so, such 
a proposal needs to be roughly outlined, as I understand you are 
doing. What I am thinking about beyond this is our approach to the 
parties involved. 

In our Kentucky negotiations, where we had success in bringing 
co-ops and power company together, we hired a consultant engineer 
and he took it alone from there. He met with the cooperatives and 
power companies on separate occasions and later came up with a con- 
tract that was acceptable. This procedure had the advantage of 
making the parties participants in working out a solution. I think we 
ought to try the same approach in the case now before us. 

n the Georgia situation, I think he could get the cooperatives to 
agree to a contract that would have in it these provisions which I 
assume to be the difficult points at issue: 

The power companies have fought the cooperatives on these bases: 
(1) They want no part of a super cooperative, (2) they do not want 
their customers billed by the Government and (3) they want no wheel- 
ing provisions. 

The cooperatives, I believe, will agree to (1) abolish super coopera- 
tives, (2) permit power companies to bill, and (3) forget about ter- 
minology wheeling. 

The cooperatives have indicated they are willing to negotiate a con- 
tract for a reasonable part of the Clark Hill power and assign it to 
the power companies to use as they wish. In turn, the power compa- 
nies on a trade kilowatt basis can proceed to negotiate contracts to 
supply firm power to the cooperatives reflecting in their rates a reason- 
able allowance for advantages they may have not been able to supply 
themselves because of the hydro capacity of Clark Hill power. 

In visiting with the cooperatives they indicated to me that the rate 
which now appears in the triparty contract, as proposed by Georgia 
Power, out e satisfactory. The terms of the contract in all other 
ways also meets with their approval and it would seem to me that we 
are so close together that an answer must be found. 


ANCHER NELSEN. 





Unrrep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 28, 1956. 
Hon. Hersert Browne 1, Jr., 
The Attorney General, Department of Justice, 
ashington 25, D.C. 

My Dear Mr. Atrorney Generat: On February 14, 1955, you 

received a communication signed by the Under Secretary in my 
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absence requesting your opinion on the legality of a proposed power 
contract between the Goat al Power Co., Sasa the Pier tatienit of the 
Interior, 

Pursuant to the requirement of Assistant Attorney General Rankin 
that such requests must be personally signed by the head of an execu- 
tive department, will you please consider this as my endorsement and 
approval and as my own request for an opinion relating to this matter, 
as set forth in the letter of the Under Secretary. 


Sincerely yours, 
Doveias McKay, 
Secretary of the Interior. 


Unrrep Srares DeraARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington 25, D. C., March 4, 1956. 
Hon. J. Lex Rankin, 
Assistant Attorney General, O fice of Legal Counsel, 
Department of Justice, Washington 25, D. C. 

My Dear Mr. Ranxtn: In your letter to me dated February 24, 
1955, you requested my views as to the correctness of the position taken 
by Mr. Pollock, president, Georgia Electric Membership Corp., in 
his letter of February 8, 1955, to Mr. Ancher Nelsen, Rural Electri- 
fication Administrator, that the corporation is authorized by the 
Georgia Rural Electrification Act of 1936 (apparently the Electric 
Membershi Corporation Act, Georgia Code § 34 A-101, et seq.) “to 
sell or ana power to the Georgia Power Co.” in the cireum- 
stances here involved. My views on the facts and proposed contract- 
ing arrangements on behalf of the Government were submitted by 
enclosure with my letter te the Attorney General, dated February 
14, 1955. I, therefore, believe your inquiry is related solely to the 
corporate powers of Georgia Electric Membership Corp. 

You have called attention to the statutes of the States of Arkansas 
and Georgia and to the case entitled “Arkansas Elec. Coop. Corp. v. 
Arkansas-Missouri P. Co.” (221 Ark. 638, 255 S. W. 2d 674 (1953) ). 
As you suggest, the Georgia statutes confer broader corporate powers. 

he applicable portions of the Arkansas statute provide that the 
corporation has power “to * * * purchase, acquire * * * electric 
energy andto * * * distribute,sell * * * and dispose of such electric 
energy to its members only * * *” [emphasis supplied] (sec. 77-1104 
(4)) and “to make any and all contracts necessary or convenient for 
the exercise of the powers granted in this act” [emphasis supplied] 
(sec. 77-1104 (14) ). 

In the Arkansas Electric Co-op Corporation case the court con- 
strued the facts to involve a sale of electric energy by the co-op to 
Southeastern Power Administration, a Federal agency. The court 
found that Southeastern Power Administration was not eligible to 
membership (Arkansas Code, sec. 77-1112) and that the sale was 
therefore not within the limited power of the corporation to sell “to 
its members only.” 

Much broader power is granted to the Georgia corporation under a 
Georgia act. Such a corporation in Georgia has power “to * * * 
purchase, uire * * * electric energy and to * * * distribut 
sell * * * and dispose of such electric energy to its members * * *” 
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(sec. 34A-104 (4)) and “to make any and all contracts necessary or 
convenient for the exercise of the powers granted in this chapter; 
including * * * contracts with any person, Federal agency, or munic- 
ipality for the purchase or sale of energy, and in connection with any 
such contract to stipulate and agree to such covenants, terms, and con- 
ditions as the board may deem appropriate, including covenants, terms, 
and conditions with respect to the resale rates, financial and accounting 
methods, services, operation and maintenance practices, and the man- 
ner of disposing of the revenues of the system operated and main- 
tained by the corporation” (sec. 34A—104 (13) ). 

The word “person” is given the normal broad definition and includes 
“corporation” (sec. 34A—102 (5)). Itisnoted that section 34A-104 (4) 
does not limit. sales “to its members” only as is the case in Arkansas; 
and that section 34A-104 (13) grants power to contract “with any per- 
son (corporation) * * * for the * * * sale of energy” and to agree 
on “terms and conditions, among others, with respect to “resale 
rates * * * (and) operation and maintenance.” I am not aware of 
za decisions construing the Georgia statutes, but there appears to be 
sufficient differences in language between the Arkansas Code and the 
Georgia Code to justify the conclusion that the Arkansas case referred 
to is not necessarily conclusive of the interpretation which might be 
given by the Georgia court to the Georgia statute. 

However, there are other matters bearing on the point which per- 
haps further indicates what the gem court might decide. Proper 
evaluation of the powers granted by the Georgia act required consid- 
eration of section 2, 1908 (par. VIII of sec. VII of art. III), of the 
Georgia Constitution which reads: 

“No law shall which refers to more than one subject matter, or 
contains matter different from what is expressed in the title thereof.” 

The statutes quoted from above (sec. 34A—104 (4) and (13)) were 
enacted as a part of the Electric Membership Corporation Act, ap- 
proved March 30, 1937 (Georgia Laws 1937, p. 614). The title of that 
act provides for the formation of such corporations “for the purpose 
of engaging in rural electrification by furnishing electrical 
energy * * * and services, to its members; providing for the rights, 
powers, and duties of much corporations; * * * and for other pur- 


The powers contained in the above-quoted portion of section 34A—104 
(13) following the semicolon and relating to the “sale” of energy do not 
seem to fall within the purpose of engaging in rural electrification. 
Therefore, if these powers are validly granted they must be brought 
within the purpose stated in the title or the phrase of the title reading 
“and for other purposes”. I have not carefully examined the cases 
construing the constitutional provision but the Georgia rule appears 
to be that the phrase “and for other purposes” in the title of the legisla- 
tive act. will not support the introduction of a new subject matter into 
the act, but that, on the contrary, the phrase will only cover and 
authorize provisions in the act which are germane to the general 
subject. (See cases annotated to Constitution, sec. 2-1908.) We do 
not have available any Georgia legislative journals for the pur 
of examining into any legislative debates or statements on the subject. 

It seems appropriate to Jin out that section 34A~-103 (a part of 
the original act) states the following purpose of the act : 
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“* * * corporations may be organized * * * for the purpose of 
engaging in rural electrification by any one of the following methods: 
“(1) The furnishing of electric energy to persons in rural areas 
who are not receiving electric service” from a utility or a munici- 
pal corporation. — . 
“(2) Assisting in wiring the premises of its members and 
equipping them. 
“(3) The furnishing of electrie energy” and equipment or serv- 
ices “to any member corporation organized under this chapter.” 
It seems to me to be significant that the “sales” of electric energy 
contemplated by subsections (1) and (3) above as “methods” of ac- 
complishing the “purpose of engaging in rural electrification” are 
sales by furnishing electric energy to “persons in rural areas” and to 
“member corporations” organized under the same act. It may well 
follow from this analysis that the constitutional mandate requiring 
single subject matter acts, the title of the act, and expressed subject 
matter of the Electric Membership Corporation Act can be satisfied 
by interpreting section 34A-104 ( 13) as follows: (a) the power to 
contract for the purchase of electric energy is broad enough to cover 
purchases of necessary electric energy from persons (as defined by 
the act), any Federal agency and municipalities; but the power to 
contract for the sale of electric energy is limited by the provisions 
of section 34A-—103 to sales (1) to persons in rural areas (as further 
limited by subsection (1)) and, (2) to member corporations organized 
under the act. 
I trust that the views expressed herein will be of some assistance. 
Sincerely yours, 





Crarence A. Davis, 
Under Secretary of the Interior. 





Unrrep Srares DeraARTMENT OF THE INTERIOR, 
Washington, D. C., March 11, 1956, 
Re George Power Co. proposed contvact. 
Hon. J. Lee Rankin, 
Assistant Attorney General, 
Department of Justice, Washington, D.C. 

Dear Mr. Ranxrn: This is in reply to your letter of March 3, 1955, 
in which you request additional data and information on the above 
matter to aid the Attorney General in reaching his conclusion as to 
the legality of the contract as submitted in my letter of February 14, 
1955. Your requests are commented on in the following numbered 
paragraphs, the numbering corresponding to that in your letter: 

1. At the outset, let me emphasize again the fact that Georgia Elec- 
tric Membership Corp. arguments are grounded upon an assumption 
that it is equipped to buy, transmit, and deliver power. Nothing 
could be further from fact. The corporation is largely a paper cor- 
poration. It does not own or control transmission facilities. It has 
no contracts to build such facilities. It is not financially able to 
construct transmission facilities required. In other words, the cor- 
poration does not have the physical means to take electric energy nor 
to deliver that energy to preference customers. If the corporation 
cannot deliver the energy, it cannot receive payment. If it cannot 
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receive payment, it cannot pay the Government for the energy. Now, 
then, can the Government contract to sell and deliver energy to the 


corporation ? 
The Georgia Electric Membership Corp.’s current proposals have 
this ultimate objective in mind. e ownership and title to fed- 


erally produced power must, from the instant of generation, pass into 
the corporation’s hands. From that point on the corporation will 
(1) deal with Georgia Power Co. to resell the power to it and the 
consumer co-ops will then buy firmed-up or supplemental power from 
the company; or (2) the GEMC will have to revert to its former 
position that the Government is obligated to transmit and deliver the 
power to the consumer co-ops, which means the Government must 
construct extensive transmission lines. The power company has stead- 
fastly refused to consider number (1). The Congress has not appro- 
priated money to accomplish (2). 

Enclosed herewith is Gov. Ellis Arnall’s “memorandum of law 
supporting Georgia Electric Membership Corp.’s offer to purchase 
Clark Hill power.” This is the only copy I have. I would, therefore, 
appreciate its prompt return when it has served your purpose. 

2. You request any memorandums prepared to support the conclu- 
sion that the contract complies with section 5 of the Flood Control Act. 
You will realize that this section 5 is a law of daily application in the 
power marketing in this Department. I regret that no memorandum 
has been formalized relating to this contract other than those already 
supplied. 

(a) You call attention to United States v. San Francisco (310 U.S. 
16). As you point out, it is the Raker Act itself which is interpreted 
as prohibiting the city of San Francisco from selling electric power to 
a private utility. The court finds that both the act and its legislative 
history show a grant of public domain to the city by the Federal Gov- 
ernment, expressly conditioned that the city shall (1) sell and dis- 
tribute electric energy ee to the consumer; and (2) provide com- 
petition to private utilities. Further, the grant is subject to reversion 
to the Government upon violation of these conditions. The elements of 
(1) grant of property rights from the Federal Government to the city 
and (2) reverter of the rights on failure of condition subsequent, are 
not involved in the present problem. 

(0) For the reasons stated in 2 (a) above, it is not believed that the 
legislative history of section 5 of the Flood Control Act can be com- 
pared to the legislative history of the Raker Act. The contract under 
consideration does, however, have a significant legislative history. I 
refer you to the discussion between Senator George and Senator Hay- 
den (98 Congressional Record, p. 7964, 82d Cong., 2d sess., June 25, 
1952) ; and to the discussion in the Senate hearings on H. R. 3790, 
Interior Department appropriations for 1952, beginning at page 1072, 
with particular reference to pages 1083, 1089, and 1098 (May 24, 
1951). 

3. y am advised by the power marketing division that the contract 
is as favorable to the cooperatives as any other arrangement would be. 
Analysis and studies of the contract indicate rates are as favorable as, 
and are no higher than, rates which would be established under other 

roposed marketing arrangements. The rates which the consuming 
foomehota 


er would pay are as low as the rates would be under any other 
method of contracting. From the standpoint of the preference 
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customer receiving power, the contract is the equivalent of the widely 
accepted wheeling contracts used by the Government and which are 
recognized as being in full accord with “preference” laws. 

4. The legal studies on this subject are not formalized in the form 
you suggest. In that connection you call attention to Federal Power 
Commission v. Idaho Power Company (344 U.S. 17) on the question 
whether Georgia Power Co. could be compelled to wheel power from 
Federal generating plants to cooperatives. In that case, the power 
company applied to PF C for a license to construct, operate, and main- 
tain a hydroelectric plant on the Snake River in southern Idaho. The 
plant was to consist of a dam and powerplant. These facilities were to 
occupy some 500 acres of the public domain. There were also to be 
two transmission lines. These would cross mostly United States lands. 
The Department of Interior had been investigating a proposal to con- 
struct transmission lines in the same area to interconnect certain Fed- 
eral hydroelectric plants. On recommendation of the Secretary of the 
Interior, FFC granted the license conditioned that power company 
would (1) permit interconnection of the two new transmission lines 
with transmission lines of the Government; and (2) permit the trans- 
fer (wheeling) of Government power over these lines under stated 
conditions. 

The conditions in the license were held valid. The court pointed 
out that the Federal Power Act consists of: (1) Part I, granting FFC 
power to issue licenses for the development of hydroelectric plants on 
streams over which commerce clause jurisdiction exists or upon public 
lands; and (2) part II, which sets up a system of control over the 
transmission of (any type of) electric energy in interstate commerce. 
The decision of the case 1s based upon the powers of FFC under part I 
only. As to the transmission lines, the license granted was a license to 
cross the public domain with such lines in aid of the hydroelectric 
development. The decision construes part I of the act to give FFC 
power to issue conditional licenses for hydroelectric development and 
to impose those conditions in furtherance of comprehensive develop- 
ment plans for waterways and the public domain. 

It is submitted that the decision is not of interest here because (1) 
there is no intended licensing of hydroelectric development to Georgia 
Power Co.; (2) the use of the public domain is not involved but only 
already existing transmission facilities; and (3) art I of the act is not 
applicable here but rather powers under part II of the act which are 
not discussed in the opinion. 

Your attention is called to the case Georgia Power Company v. 
Georgia Public Service Commission, et al. (85 S. R. 2d 14), in which 
the court considers the limitations of the powers of the Georgia Com- 
mission. 

5. The Department of Interior has not generally regarded the 
preference provisions of section 5 of the Flood Control Act of 1944 or 
comparable provisions of other statutes as precluding the sale of power 
in the manner here contemplated. As is indicated by the opinion ex- 
pressed by Gregory Rankin, transmitted to the Attorney General in 
my letter of February 14, 1955, this particular type of proposal has 
not yet had consideration over any wide area of Interior power mar- 
keting activities. 

Sincerely yours, Crarence A. Davis, 
Under Secretary. 
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Tue Dates, Orec., October 3, 1955. 
Mr. ArtHur PERLMAN, 
Staff Director, Public Works and Resources Subcommittee, 

House Committee on Government O perations, 
Washington, D.C. 

Dear Mr. Peruaan: This will acknowledge your letter of Septem- 
ber 27 requesting further detail on some of the cases to which I re- 
ferred in my testimony before the committee in San Francisco Sep- 
tember 14. I regret that limited time will preclude a complete report 
on each case since records are incomplete in this office, and a study of 
the records in the various co-op offices would be necessary to enable 
exact date references. However, I will reconstruct each as well as I 
can from my available records and from memory. 

Your letter refers to several general groups for which data is de- 
sired. I will discuss each within the group, though there is actually 
considerable overlays due to circumstances common to the groups. 

1. Lease-purchase or lease-only facilities 

Under this group we have constructed 5 transmission lines of 69- 
kilovolt rating. In each case BPA has leased with option to purchase, 
or more recently, leased only, with a 20-year contract which pays the 
cooperative 10 percent per year of the initial audited investment cost 
on all or on a specified portion of line. 

I made reference to a half dozen cases or more. There are others in 
Oregon which I did not engineer, such as the Eugene-Drain line of 
the Douglas Electric Co-op, Roseburg, Oreg., and others in Washing- 
ton State. 

There are also others built with REA money, or with private power 
company money which BPA has contracted to 7, cio ae within a cer- 
tain period. Examples of these are in Lane County Electric Co-op 


Eugene, Oreg., and Pacific Power & Light Co.’s Maupin-Madras 
ine. 


Returning to the cases on which we performed engineering services : 
(a 


lumbia Basin Electric Co-op, Heppner, Oreg.: Hermis- 
ten tank 69-kilovolt line. Py ePPnets res 


(>) Wasco Electric Co-op, The Dalles, Oreg., Maupin- 
Antelope, 69-kilovolt line. 
(c) Mtidstate Electric Co-op, La Pine, Oreg.: Redmond- 
La Pine, 69-kilovolt line. 
(d) Columbia Power Co-op, Monument, Oreg.: Antelope- 
Service Creek, 69-kilovolt line. 
(e) Columbia Power Co-op, Monument, Oreg.: Pilot Rock- 
Ukiah, 69-kilovolt line. 

Discussion of each follows: 

(a) The Columbia Basin Electric Co-op, Heppner, Oreg., was first 
organized shortly before World War IT, but got nowhere because of the 
sparsely settled area (less than 1 per mile) and more specifically for 
lack of a wholesale power source in the project area. The Pacific 
Power & Light Co. had a 23-kilovolt transmission line through the area 
which was not regarded as an adequate source (which it actually isn’t) 
so the project remained dormant until after the war years. Following 

78534—56——17 
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the war, activity was revived, and after several area surveys by both 
REA loan advisers and BPA district office load analysts, a tentative 
project area was established. At about this time BPA planned con- 
struction of a 230-kilovolt transmission line through the area, and 
pledged a substation in the vicinity of Condon, Oreg., in the southwest- 
ern end of the project area, from which this cooperative and the Wasco 
Electric Co-op in the adjoining county could be served. 

The several load studies had built up sufficient estimated load to 
indicate feasibility of the co-op with the newly pledged service point 
from BPA so REA proceeded to make a distribution line allotment 
in January 1946. We completed a proposed system design, which was 
to serve as the basic construction plan, in September 1946. Shortly 
after this BPA announced a revised Northwest transmission grid de- 
sign which eliminated the 230-kilovolt line across the area, and conse- 
quently also wiped out the proposed Condon delivery point. 

Elimination of the line and substation threw the cooperative back 
into the “no power source” category, so analysis was made at once on 
the possibility of obtaining power from BPA outside the project area, 
with either a lease-purchase or an outright purchase contract by 
BPA to guarantee the loan which would be required from the REA 
to cover its construction. Very little positive action on this was ob- 
tained until the project manager and a board member met with the 
BPA Administrator (Dr. Raver) in the office of Senator Morse in 
Washington in February 1947, following which details were rapidly 
worked out for a 69-kilovolt line of approximately 40 miles in length 
from Hermiston, Oreg., to Ione, Oreg. Source point for the line at 
Hermiston was to be from Pacific Power & Light Co.’s Hermiston 
substation at 69 kilovolts through a wheeling agreement. The line 
proper was to be REA financed, with BPA to write a 20-year lease- 
purchase contract, and BPA was to install a 3,000-kilovolt-ampere sub- 
station at their own expense at Ione. REA made an additional loan 
for this line of $200,000 in June 1947, and work progressed as rapidly 
as was possible under the material shortages which existed at that 
time. As a part of the agreement, BPA was to have right to sale of 
excess capacity of the line above the cooperative’s needs, which sale 
has been made to Pacific Power & Light almost from completion of the 
construction. Incidentally, co-op load had grown and is growing to 
the extent that the 1957-58 plans of Pacific Power & Light contem- 
plate construction of a virtually parallel line since the co-op will soon 
require the entire capacity of the co-op owned line. 

(6) The Wasco Electric Cooperative, The Dalles, Oreg., on the 
basis of a 1945 telegram from BPA promising a power source in the 
southeastern portion of the project area proceeded with construction 
of a countywide distribution system, temporarily served by extension 
of existing distribution lines from the adjacent county. When plans 
by BPA for construction of the above mentioned Condon substation 
was withdrawn, this left the Wasco Co-op’s southeast area with a 
totally inadequate power supply. Our studies showed that approxi- 
mately 3 years was the maximum that service could be rendered on the 
makeshift connection. 

Negotiations were opened with REA and BPA to finance a trans- 
mission line into the area. These culminated in a loan by REA to 
the Wasco Electric Co-op in July 1948, release of which was predi- 
cated on signing of a lease-purchase contract with BPA for approxi- 
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mately 30 miles of 69-kilovolt line. Source for this line was by wheel- 
ing agreement through Pacific Power & Light near Maupin, Oreg. 
After some months of negotiations BPA agreed to a lease of facilities 
not in excess of $120,000 of investment, with the cooperative to provide 
its own substation at the end of the line. This was done, and the line 
has been in operation since mid-year 1950. 

(c) The Midstate Electric Cooperative, Lapine, Oreg., was first re- 
viewed for a prospective project in 1945, and periodically until 1950 
by REA, but was left dormant principally for lack of an adequate 
power source in the project area, and for doubtful feasibility based 
upon the early load estimates. 

In late 1950, after restudy of the estimated loads, and because of 
tentative agreement that Pacific Power & Light Co. would wheel power 
for BPA to Bend, Oreg., at the northern extremity of the proposed 
co-op area, then REA proceeded to make an allotment to the coopera- 
tive for a distribution system. 

Our early study of the proposed system (we did not handle the 
reloan details) showed that the most economical construction could 
1 gained, both from a cost standpoint and from a carrying capacity 

standpoint, by a combination of transmission and distribution line, 
rather than all distribution. The BPA, interested in the develop- 
ment of the area, agreed to analyze their ability to assist the coopera- 
tive in development of the area by a lease of the proposed co-op trans- 
mission line, making in effect a power source in the area instead of 
at its fringe. BPA’s studies, made in conjunction with a restudy by 
REA of the transmission-distribution plan, showed such plan was 
feasible from the BPA viewpoint, and agreement was made to proceed 
on the basis of construction of approximately 32 miles of 69-kilovolt 
line, starting at the transfer point from Pacific Power & Light at 
Bend, and ending at a co-op built and co-op owned substation (not 
in lease) at Lapine. Later disagreement by P. P. & L. over the vol- 
ume of wheeling made the advisability of direct service from the large 
BPA substation at Redmond, Oreg.,, obvious, so the contract plan 
was revised to extend the line another 18 miles, making a total of 50 
miles of 69-kilovolt line to be leased, with source at the Redmond 
RPA substation. This line was built and put into operation in 1953. 
Though no other service from the line was originally planned, some 
time after completion of the line BPA entered into a contract with 
P. P. & L. for temporary service and standby service from this line. 

(d) and (e) The Columbia Power Co-op, Monument, Oreg., area was 
reviewed periodically by REA for a period of several years, but due 
to sparsely settled area, and the absence of any power source in the area 
the development of a project was left dormant until 1949, by which 
time REA and BPA had agreed that a feasible distribution project 
could be built if a pores source by virtue of a lease agreement were 
provided. (We took over the engineering on this system after the loan 


was made.) Several modifications were made in the proposed routing 
of the lines, but finally agreement was reached in late 1951 that two 
sections be built. The west section, Antelope to Service Creek, actually 
constitutes extension of the line built under lease agreement by the 
Wasco Electric Co-op (see item (+) above) for approximately 50 
miles from Antelope to Service Creek. The east section, Pilot Rock to 
Ukiah, receives power from the Pacific Power & Light facilities 
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through a wheeling agreement, and extends 26 miles south to Ukiah, 
terminating in a co-op owned (not in lease) substation. The west sec- 
tion feeds 2 ann owned substations, 1 at Kinzua and 1 at Service 
Creek. The Pacific Power & Light Co. also is served from this line by 
BPA at Fossil, a point about midway between Antelope and Service 
Creek. The west line went into service early in 1953 and the east line 
early in 1954. On this system only lease agreements, with no option to 
purchase, exist. 

In each of the cases discussed above, the lease method was agreed 
to by BPA because a saving of 1 or more years in time and because a 
large saving in construction funds could be effected. The normal cost 
computations by BPA of the class of line built is in the round figure of 
$10,000 per mile, which is also the estimating figure used by the private 
utilities of the area. By careful planning we have been able to con- 
struct each for an average cost of $4,500 per mile or less. This is one 
of the reasons I have such confidence that my estimates for the pro- 
posed Harney Co-op line are realistic. 


%. Restudy of co-op load requirements 


Examples which would fall in this category are legion—almost every 
project in eastern Oregon and Idaho fall into this classification. For 
the period from 1945 to 1952, and some cases since, there has been 
almost constant restudy of the proposed project loads being made to 
figure a way that feasibility could be proved. On this group particu- 
larly I do not have dates, especially since some of the studies were made 
by men popping in and out at irregular intervals. 

It might be noted that in this group REA has at times made a loan, 
and simultaneously placed a stop order on the money pending sub- 
mission of certain vip yd data. This had the effect of a great 
morale booster, since the people developing the project had the weight 
of available money behind them if they in turn could produce the data, 
and the people who were being asked to sign pledges, etc., could see 
that their pledges would carry weight. 

(a) Columbia Basin Electric Co-op, Heppner, Oreg.: This project 
is representative of the immediate postwar projects, which were un- 
able to get sufficiently organized before the war to get under way. 
Density of consumers on the project was approximately one per mile, 
and no adequate power source existed in the project area. At re- 
peated intervals over a period of years the project was reanalyzed by 
both REA and BPA, with use of power figures raised as experience of 
operating systems in the adjacent areas showed use beyond any ex- 
pectancy of the early planners. The initial loan to this system was 
made several years and many studies after the first application was 
submitted. More data on restudies of this project in its operating 
years will be covered in group 3. 

(6) Columbia Power page Monument, Oreg.: This area was 
studied several.times by both REA and BPA, before a loan was made. 
The loan, in turn, was made after power source through lease agree- 
ment had been arranged. Within the structure of this loan was pro- 
vision for acquisition of several small-town systems operating from 
locally owned diesel plants. The loss of one of these towns to the 
private utility in the area so jeopardized the loan that a stop order 
was placed on all funds, and at least three separate feasibility restudies 
were made, each raising the expected earning level of the system, until 
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the last study proved feasibility on paper, at which time the stop order 
was rele and construction could proceed. 

©) Midstate Electric Co-op, Lapine, Oreg.: This project area was 
under load study from emi! 1945 until 1950, when really intensive 
effort to devlop a proj t by REA and BPA jointly, brought load esti- 
mates which would show ibility, at which time a loan was made. 
When major design was established, reanalysis as joint operation by 
REA and BPA was again made, on which lease agreement was reached 
and later on which additional transmission loan was made. 

In later 1953 this cooperative proposed a major system extension in 
the Fort Rock-Silver Lake area, involving extension of transmission 
line from the end of the lease line a distance of 43 miles, and the con- 
struction of a new distribution area. Terrain, type of load, consumer 
prospects of this new extension, all were almost exactly as those of the 
proposed Harney Electric Co-op. Initial study by REA brought out 
not unfavorable, but rather little reaction. Gorkinnisd pressure by 
REA’s western field staff, co-op personnel, and prospective consumers 
succeeded in peer rn gro of an irrigation specialist from the 
Washington office of REA. This man’s very favorable report mate- 
rially assisted in the making of an REA allotment in June 1954, which 
allotment was immediately placed under stop order until a certain 
percentage of the proposed irrigation consumers could be signed to 
valid contracts. ith the morale secre value of an available loan 
and early construction, the signing up of the contracts became an easy 
matter, and construction has proceeded to the stage of an expected 
October 1955 completion. Very definitely the assignment of the irri- 
gation specialist, Lynn Ludlow, and his reanalysis was the turning 
point of a proposal which was reaching stagnation. 


§. Load Growth Comparisons 


Each of the above deals principally with the initial loan which 
enabled start of a system. Restudy however, has been a common 
occurence almost each time any of the systems has asked for addi- 
tional funds for expansion to serve additional consumers, and very 
definitely have been a part of the preliminary work before a loan 
was made to heavy up a distribution system te carry the increasing 
load when no additional consumers were involved. 

(a) Columbia Basin Electric Co-op, Heppner, Oreg.: The original 
loan for this system was based upon an estimated average ultimate 
power use by a farm consumer of 350 kilowatt-hours per month, and 
we were instructed to design a system accordingly in May 1946 by 
REA. However, we designed for substantially over this figure. The 
overall system average use per consumer at the end of 1950 was 460 
kilowatt-hours per month; at the end of 1951, 600 kilowatt-hours; at 
the end of 1952, 700 kilowatt-hours; at the end of 1953, 800 kilowatt- 
hours; at the end of 1954 use had grown to approximately 1,000 
kilowatt-hours per consumer per month as an average. Many of 
the areas of the project are in the class of 1,200 to 1,500 kilowatt-hours 
per month average at this time, and such a system-wide average can 
readily be expected within the next few years. 

This system incidentally, has just received a loan totaling one- 
third of all of their previous loans to be used almost entirely for 
heavying up the system due to this load growth. 
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(6) Wasco Electric Cooperative, The Dalles, Oreg.: When this 
system was first allotted in 1941 the average use estimate for feasibility 
was set at 125 kilowatt-hours per month. Growth was small during 
the war years. Following this period of artificial limitation, how- 
ever, growth has been as follows: 1946, 300 kilowatt-hours; 1949, 
700 kilowatt-hours; 1952, 940 kilowatt-hours; 1954, 1,030 kilowatt- 
hours. The large farm area, most wheat and cattle ranches, at the 
present time are averaging about 1,200 kilowatt-hours per month, 
and certain of the areas are as high as 1,800 kilowatt-hours per month 
average. 

The two examples listed were selected because they both are in the 
large-farm area of Oregon. As a general rule the load demand of 
almost every system in Oregon and Washington is 4 or 5 times the 
initial estimate made of the project’s ultimate load. 

It may be of interest to you that at the present time the western 
field representatives of REA are studying the advisability of design- 
ing systems for a progressive improvement plan on a 3,000 kilowatt- 
hours per month average load—a figure 10 times or more of the orig- 
inal estimate of the ultimate use which might be expected. I believe 
that this represents a sensible approach to design and feasibility com- 
putations since it is clearly the trend of western power use. 

Very truly yours, 


Rosert WEtty, 
Consulting Engineer. 








MINORITY REPORT 


Errecr or DeparTMENT oF INTERIOR AND REA Poticres on Pousuic 
Power PREFERENCE CUSTOMERS 


INTRODUCTION 


The undersigned take vigorous exception to the majority report 
which is used as a subterfuge for a vicious attack upon the Adminis- 
tration and upon private enterprise. 

The conclusions in the report are not supported by the facts. Some 
of the recommendations are impertinent, others are unnecessary and 
are beyond the scope of the committee’s responsibility or jurisdiction. 

The report does not represent the considered judgment of the com- 
mittee or the subcommittee that conducted the so-called investigation. 
It was nae sage by the subcommittee staff which was loaded with 
guest talent for this “investigation.” Mr. H. Vance Austin,! executive 
manager of the Colorado State Association of REA cooperatives, 
helped plan and conduct the hearings; and Miss Ingeborg Kaiser, 
who is no longer with the committee, is credited by the staff director 
with doing a “tremendous amount of work” on the report. 

The report was presented as a finished product, without prior con- 
sultation with or consideration by members of the subcommittee. 
While the majority of the subcommittee must bear the blame for ac- 
cepting and approving a document which displays shocking misuse 
of congressional prerogatives and functions for partisan purposes, the 
truth is that the document is the product of the employees of the sub- 
committee and not of Members of Con . 

The majority report, which is purported to be based on hearings, is 
more than just a pamphlet of political bias; it is an attack of calcu- 
lated insidiousness upon the American system of free enterprise. The 
venom with which the author of the report attacks private enterprise 
and the Administration alike seems symptomatic a something more 
baneful than political partisanship. 

The undersigned would be derelict in their responsibility to the 
American people if they failed to expose this advocacy of nationaliza- 
tion by those who, in the guise of defenders of the rural electrification 
program, have managed to have their manifesto cloaked with the 
authority of a congressional committee. To the extent that the major- 
ity report attacks economic freedom, it attacks an integral part of our 
Hiberty and independence. 

That the staff writer who was engaged to prepare the report did not 
sift the facts from the mass of material appearing in the 1,686 page 
record is obvious. In addition to the record of the hearings, the so- 
called report is based upon or cites a score or more of references, in- 


2 See p. 262, infra. 
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cluding acts of Congress, court decisions, reports of Commissions and 
congressional committees, hearings before committees of the House 
and Senate, an annual report of TVA and a 1912 veto message of 
William Howard Taft. 

From the amount of research done and the nature of the report, it 
can only be concluded that the primary pu was to bring together 
in one manual statements now scattered Phichighout the literature 
on the subject which can be adapted to support the cause of public 
power. The advocates of nationalization have created a textbook 
which they can be expected to quote through the years as an authority 
in the continuing struggle between free enterprise and creeping so- 
cialism. 

SUBCOMMITTEE TACTICS 


As it did in the previous series of power hearings, the subcommittee 
has distinguished itself by its hit-and-run tactics.* Unsupported 
accusations were pronounced against administration officials in their 
absence and without giving them an opportunity to answer their ac- 
cusers until months later. They were not permitted to k for 
themselves until long after the chairman of the subcommittee had 

assed judgment in press handouts obviously prepared even before 

is prosecution witnesses had completed their testimony. This is not 
in the American tradition and does violence to our concept of decency. 

As early as July 19, 1955, it was alleged that Government officials 
were flouting the Sos but it was not until October 11, 1955, that the 
first of the accused officials was permitted to explain the disputed 
policies. It then became apparent that there had been no attempt to 
circumvent the law. 

The truth of the matter was that the officials concerned were sin- 
cerely, earnestly, and honestly attempting to administer to the best 
of their ability the programs for which they were responsible. The 
testimony rather than damning these officials gives evidence of their 
devoted public service. If the accused officials are guilty of anything, 
it is their determination to apply the test of economic feasibility to 
proposed expenditures of Government funds (report, p. 46). In this 
they have apparently committed the unpardonable crime in the Demo- 
cratic book. 

Despite its pious protestations that— 


It is through the freedom of information, not the suppression 
of information, and through open discussion, not secret deals, 
that basic policy and political decisions can be democratically 
made (report, p.2)— 
the majority’s whole record of covert. planning for these hearings has 
been a direct contradiction of these sanctimonious avowals and was 
carefully designed to keep the minority in the dark. 

With shameless disregard of its record of clandestine negotiations 
for biased witnesses, the ory refers to “another thoroughly docu- 
mented disclosure of secret ealing” (report, p. 2) and wnt rec- 

2 The first = of hearings was held May 10, 11, 12, June July 6 


7,8 
tember 12, 1955. This rt covers the — held on Saiy 29. 26, 21, 26, 
11, 30, 31, September 2, 7, 9, 18, 14, October 11, 12, 13, 18, and 19, 1965. 


7, and Sep- 
38, August 
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ommends the reader to its own completely discredited report on 
changes in powerline regulations. 

Notwithstanding the fact that the chairman of the subcommittee 
stated that— 


We intend to make a full, frank, and complete disclosure, 
regardless of where the chips may fall (hearings, p. 1)— 


no effort was made to get all the facts. Despite the chairman’s pro- 
fessed belief that the subcommittee had— 


* * * 4 duty to listen to anybody that wants to be heard * * * 
(hearings, p. 615) — 


there were repeated refusals to hear testimony in justification of the 
policies under attack. For example: 

1. A group of private utilities asked permission to answer 
charges made against them at the Atlanta hearings and were 
denied that privilege ; 

2. A request that spokesmen for private industry directly at- 
tacked in the hearings be given an opportunity to testify at hear- 
ings in Washington was summarily refused ; 

3. A witness wished to testify concerning the Bonneville power 
project, but his viewpoint threatened to be inconsistent with the 
aims of the subcommittee, and he was requested to hold his testi- 
mony until some future time, “probably next year” (hearings, p. 
109), while, a few days later, another witness was permitted to go 
on at length concerning the same project (hearings, p. 172) : 

4, The REA Administrator attempted to present certain favor- 
able aspects of the REA program and was told to confine his 
er thas to the subject of the Colorado-Ute (hearings, p. 1470) ; 
an 

5. When officials of a Colorado cooperative turned up at the 
Denver hearing, ready to testify that they were entirely satisfied 
and, indeed, highly gratified, with the help that they had re- 
ceived from REA, the chairman would not give permission for 
these two officials to testify until the minority vigorously de- 
manded that they be heard and then reluctantly granted the two 
7 minutes in which to testify (hearings, pp. 709-711). Then, in- 
stead of permitting them to make a statement, he cross-examined 


them sharply and i more interested in trying to get them 
to recant than in ucing testimony. 


The chairman of the subcommittee repeatedly stated that the hear- 
ings were conducted because numerous complaints had been received 
from those who might be termed preference customers. No copies of 
these complaints or any evidence that complaints were actually made 
was presented during the hearings, and a subsequent examination of 
the files of the subcommittee failed to disclose such complaints, yet 
the majority persists in referring again to these phantom allegations 
in its report a 1). 

Raising a false issue 

The record does contain evidence of a deliberate campaign to 

foment issues. This is patent in the record of the San Francisco hear- 
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ings. At that time the following letter was introduced into the record 
(hearings, pp. 894-895) : 


“House or REPRESENTATIVES, 
Pusiic Works anp Resources SUBCOMMITTEE 
OF THE CoMMITTEE ON GOVERNMENT OPERATIONS, 


Washington, D. C., August 24, 1956. 
“Mr. Jerome KeirH.ey, 


City Manager, City of Palo Alto, 
: f Palo Alto, Calif. 

“Dear Mr. Kerrutny: The Subcommittee on Public Works and Re- 
sources will hold hearings in courtroom 261, Post Office and Court- 
house Building, Seventh and Mission Streets, San Francisco, Calif., 
on September 13 and 14, 1955, commencing at 10 a. m., September 13. 
These hearings will deal with problems which the California and Ore- 
gon municipalities and cooperatives are having in obtaining Federal 
power and with their other power problems involving the Depart- 
ment of the Interior and the Rural Electrification Ahainisteation. 
All _—— who are going to testify should be present at 10 a. m. on 
the first day. 

“We would appreciate it if you would make the major general pres- 
entation for the northern California municipalities’ problems and 
would arrange for representatives of the other cities to follow with a 
brief presentation of their specific problems. 

“T am sure that you will be interested to learn that the subcommittee 
staff has confirmed the fact that the Department of the Interior has 
allocated 33,000 kilowatts of Central Valley project firm power to the 
Colorado River Commission of Nevada. Since the Nevada commis- 
sion has not been able to secure the necessary wheeling or transfer 
agreements with the Pacific Gas & Electric Co. and the Southern 
California Edison Co., the power is now being sold to the Pacific Gas 
& Electric Co. 

“The contract between the Interior Department and the Nevada 
commission was entered into on September 15, 1952. However, the 
contract required that the necessary wheeling or transfer agreements 
be secured by June 1, 1953; otherwise the contract became null and 
void. Subsequently, when the Nevada commission was unable to secure 
the agreements, the Department of the Interior extended the deadline 
to June 1, 1954, June 1, 1955, and June 1, 1956. The last extension 
was approved in August of this year. 

“T am sending a copy of this letter to: Mr. Glenn A. Baxter, Ala- 
meda; Mr. Joseph Base, Santa Clara; Mr. H. D. Weller, Lodi; Mr. 
David C. Koester, Roseville. 

“Tf you wish to contact me before the hearing, please write to me 
at the Brown Palace Hotel, Denver, Colo., so the Totter will be received 
on September 4 or 5, 1955. 

Sincerely yours. 
“(Signed) ArrHur Pertman, 
“Staff Director, 
“Public Works and Resources Subcommittee. 

“P. S.: The reason we are asking you to make the presentation 
rather than Mr. Weller is that we have not had a chance to discuss 
these problems with him.” 
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The claim that the 33,000 kilowatts in question was being sold to the 
Pacific Gas & Electric Co. and would otherwise be available to the 
resale cities as preference customers collapses when viewed against the 
background of figures introduced by one of the subcommittee’s own 
witnesses hostile to the administration. These figures, the accuracy 
of which is not questioned, appear in a table on page 972 of the hear- 
ings and indicate that the contract demand of preference customers 
was 398,085 kilowatts and far exceeded the total recognized dependable 
supply of 300,000 kilowatts. 

is excess of the amount of power contracted for over the total 
amount available was accounted for by the expected growth require- 
ments of the preference customers and was expected to be taken care 
of by the capacity of the Folsom-Nimbus project which has since gone 
into operation. 

The current maximum demand as of June 30, 1955, was 281,889 
kilowatts and closely approached the total recognized dependable sup- 
ply. It is easy to see,  ehce seg that the problem in California was 
simply one of demand for Federal power on the part of the preference 
customers exceeding the supply. The 33,000 kilowatts committed 
to the Colorado River Commission was simply not available to the 
Pacific Gas & Electric Co. as charged, and was completely over- 
shadowed by the 98,085 kilowatts contracted for in excess of supply. 

Implicit in the letter is a suggestion to the city of Palo Alto to make 
an effort to secure a share of the 33,000 kilowatts allocated to Nevada 
when their contract expired on June 1, 1956. That the import of this 
intelligence was not misunderstood is indicated by the fallow iti ex- 


change between Mr. Lanigan and Mr. Keithley at the San Francisco 
hearings: 


Mr. Lanican. Have you corresponded with the repre- 
sentatives of the Bureau of Reclamation respecting the possi- 
bility of there being a block of 33,000 kilowatts being avail- 
able—let me put it this way—not being sold to preference 
customers ¢ 

Mr. Kerrntry. Yes, have. I corresponded with them re- 
garding that on August the 26th of this year, and informed 
them that staff representatives of this committee had in- 
formed me that 33,000 kilowatts were available, and I was 


writing to confirm that in behalf of myself (hearings, pp. 891, 
892). 


In view of the fact that the power was revealed as nonexistent, the 
solicitation on the part of the staff director becomes merely an attempt 
to stir up trouble. As indicated in the letter, the same suggestions 
were made to other cities. This is more than just an attempt to un- 
cover complaints. This is actually a reprehensible attempt to create 
complaints. 

The status of the Colorado River Commission of Nevada as a pref- 
erence customer is completely disregarded when it suits the con- 
venience of the majority in order to attempt to prove that Secretary 
Aandahl was trying to siphon the power in question to the Pacific 
Gas & Electric Co. 

The majority totally — to advise the Colorado River Com- 
mission of Nevada, a preference customer, that its contract with the 


Bureau of Reclamation would be the subject of inquiry at these hear- 
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ings. It became necessary for the Governor of Nevada to take the 
initiative in seeing that the State of Nevada was represented at the 
hearings. The following tel , dated September 9, 1955, and 
addressed to the chairman of the subcommittee tells the story (hear- 
ings, p. 930) : 
Just learned unofficially of hearing of committee scheduled 
San Francisco September 12, 13, and 14. Committee failed 
to notify Nevada of these hearings which we understand un- 
officially will hear attack made on Nevada’s request to extend 
contract with Bureau of Reclamation relative to Shasta 
power. Nevada vitally interested in this problem of obtain- 
ing and utilizing Shasta power. Nevada will have repre- 
sentatives at your committee hearings as observers. Due to 
shortage of time as a result of committee’s failure to notify 
State have been unable to prepare comprehensive testimony 
to substantiate Nevada’s position regarding Shasta power. 
Nevada requests to reserve right to file written statement 
on this Shasta power matter with committee at later date 
as we feel such action necessary to rebut any attacks make 
contract extension. 





Cuar.es H. Russetx, 
Governor of Nevada. 


In spite of the staff’s well-laid plans, the attempt to build a case 
around the Nevada contract comes to naught. However, in spite 
of the fact that the evidence shows that there are not 33,000 kilo- 
watts of Shasta power available, the majority repeats its baseless 
charge in its report (report, p. 7). 

Having failed in its desperate search for issues, the majority has 
resorted to this investigation which appears designed less to find 
the facts than to put on the record and to stage a production for 
the benefit of the public and the press. Anyone reading the record 
of the hearings cannot rater the conclusion that a cast was carefully 
selected and a show was planned, rehearsed, staged, and then, after 
a run in Washington, taken on the road, for the sole purpose of at- 
tempting to discredit the administration and advancing the cause of 
public ownership. 

The staff policy was one of deliberately selecting as witnesses advo- 
cates of public power, enemies of the private-utility industry, and 
critics of the administration. The record shows that witnesses were 
solicited by staff members to testify; were interviewed and briefed 
in advance of their testimony by staff members; and that only wit- 
nesses adverse to the administration were selected to testify in the 
field. The postscript to the staff director’s letter, quoted above, is of 
interest in this connection : 


P. S.: The reason we are asking you to make the presenta- 
tion rather than Mr. Weller is that we have not had a chance 
to discuss these problems with him. 


Perhaps the most flagrant example of the subcommittee staff's 
technique of recruitment and training of witnesses was manifested at 
the Idaho Falls hearing in testimony which also indicated the extent 
to which the subcommittee worked hand in glove with a lobbying 
organization in order to set up these hearings. The testimony of Mr. 
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Gus Norwood was most revealing in this regard. Mr. Norwood, 
secretary, Northwest Public Power Association, testified : 


I think it is about a month or 2 months ago that we con- 
tacted, or were contacted by National Rural Electric Coopera- 
tive Association back in Washington, D. C., opening up the 
possibility that some such hearing like this tight be held, 
and I think they indicated to us the tentative dates, and we 
began to arrange for our witnesses to be in a sort of a standby, 
to get ready for possible hearings. 

en when the dates were actually announced * * * we 
began to urge our group down here to get their witnesses 
ready and be prepared to come here for presenting their 
testimony (hearings, p. 804). 


Apparently the Public Power Association was briefed on the nature 
of testimony to be adduced. This is quite in contrast to the practice 
of intentionally keeping the minority members uninformed as to cor- 
respondence, witnesses scheduled to appear, and the line of question- 
ing to be pursued. 

r. Norwood, who admitted at Idaho Falls that his philosophy 
would not restrict the business enterprises of the Government to the 
cows field (hearings, p. 814), came all the way from Vancouver, 

ash., and spent the day preceding the hearings with prospective wit- 
nesses at the city hall in Basler “working with them” as he described 
it “on “mene points in connection with their testimony” (hearings, 

. 805). 
: On the record, it is not unfair to suggest that Mr. Norwood, a be- 
liever in and a lobbyist for public ownership interests, on this occa- 
sion acted as an instructor at a school held for prospective witnesses. 

Rehearsal of the cast for this hearing continued through the _—_ 

ollow- 


aration of their testimony to the last detail as evidenced by the f 
ing exchange: 


Mr. Jonas. As a matter of fact, all of the prepared state- 
ments that have been introduced so far today were prepared 
on the same mimeograph machine; weren’t they ? 


Mr. Norwoop. That’s correct, I believe (hearings, p. 
805). 


. It is of interest that Mr. Norwood again appeared on the subcom- 
mittee stage at San Francisco. 

The effort to rig the Idaho Falls hearings to the disadvantage of 
the administration began when staff members spent a day and a half 
with Mr. Norwood in Vancouver and Portland (hearings, p. 809) 
drumming up hostile witnesses. Even oaen the headquarters o 
Bonneville Power Administration are in Portland, no effort was made 
to verify any statements or charges of these witnesses by interviewing 
yg | C00 at Bonneville (hearings, p. 810). 

is pattern of ney irony bey accused agencies from hearings in the 
field had been manifested in Springfield, Mo. The subcommit- 
tee staff had neglected to interview anyone at the Southwestern Power 
Administration prior to the hearings even while beating the bushes in 
the neighborhood for complaining witnesses. The Administrator 
was not informed by the subcommittee that the subcommittee would 
be in his neighborhood investigating his office and activities, nor was 
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he given an opportunity to tell his story in Missouri where the com- 
plaints were aired before the public. 

Then, while having a field day at the expense of Southwestern Power 
Administration, the chairman of the subcommittee refused to enter- 
tain a suggestion made by minority members that the Administrator 
be given an vey to answer charges being made against him 
(hearings, p. 257). This was in spite of the fact that the Southwestern 
Power Administration headquarters were only 229 miles away at 
Tulsa and probably all that would have been necessary in order to 
get the complete story would have been a phone call. 

ny the same routine was followed later in Atlanta when 
only selected witnesses were permitted to testify. The subcommittee 
did not even notify the headquarters of the Southeastern Power Ad- 
ministration that it was in the area investigating Southeastern policies. 
The Administrator of the Southeastern Power Administration was 
not even invited to attend nor given any notification that hearings 
were to be held, even though his headquarters were only 100 miles 
away (hearings, p. 1188). 

The staff of the subcommittee majority included one H. Vance 
Austin of Denver who appeared on the scene as associate counsel 
shortly before the hearings commenced and disappeared shortly after 
they were concluded. Mr. Austin’s background is interesting and 
illuminating. An unsuccessful Democratic candidate for slic of- 
fice, he came directly to the staff on leave of absence from the execu- 
tive managership of the Colorado State Association of REA Coop- 
eratives and returned directly to that office. The record justifies 
the conclusion that he obtained leave of absence from the Colorado 
State Association of REA Cooperatives, was employed as special 
counsel for the subcommittee for the sole purpose of attempting to 
discredit the administration, and attempting to create sentiment for 
public ownership of utilities. 

As an officer of an association directly interested in the outcome of 
the investigation, he appeared in his subcommittee post with about 
as much propriety as would a counsel for plaintiff in the jury box. 

Permission to use a congressional subcommittee as a sounding board 
for special interests is an opportunity that has never been provided 
the private power industry. It would have been as appropriate if 
an officer or ee ho of a private utility group had been placed in 
charge of a similar investigation in order to promote the interests 
of an association of electric power companies. 

Newspaper clippings placed in the record (hearings, p. 737) reflect 
Austin’s hostility to REA Administrator Nelsen. In response to 
Mr. Nelsen’s announcement of plans for expanding REA facilities 
in Colorado, Austin is quoted in an October 15, 1954, news item as 
wanting “to see the color of the dough” and as charging that Colorado 
power cooperatives “have been delayed by the REA to a point where 
they are desperate for power.” These statements were made in the 
same month that the Colorado-Ute application, which will be dis- 
cussed later in more detail, was filed with REA and that Adminis- 
trator Nelsen had indicated that sympathetic consideration was being 
given to the Colorado system’s power needs. 

Out of Austin’s statements and State Democratic Chairman Joseph 
Little’s reported comments taking the same tack developed the charge 
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subsequently made but never proven that political considerations mo- 
tivated the loans. 

Despite the chairman’s repeated profession that “What I am trying 
to do is not clutter up the record” (hearings, p. 459, 1302), the result 
of the hearings is a tremendous tome containing voluminous exhibits 
introduced as evidence without, in many cases, ad aa being 
previces to test the soundness of the facts contained therein or the 
er iener and memory of those purporting to be responsible for 
them. 

Considering this willingness to receive documentary evidence, and 
particularly in the light of other supplements to the record made 
after the hearings were closed, it is significant that the majority saw 
fit not to complete the record on certain negotiations which the hear- 
ings, after much sound and fury, revealed as pending. 

Particularly significant was the failure to report what has trans- 
pired since the close of the Colorado-Ute hearings on October 13. 

The majority states (report, p. 110) that— 


it notes with concern evidence that the REA Administrator 
is using the testimony of the Colorado-Ute witnesses * * * 
as a basis for unnecessary delays in releasing the loan for the 
urgently needed cooperative steam generating station. 


It states further (report, & 112) that the Administration is con- 
tinuing to exert pressure on Colorado-Ute to— 


keep it in a contractual relation of great benefit to Western 
Colorado Power Co., but of economic and other detriment 
to the cooperative. 


Apparently, the majority members of the subcommittee would 
prefer to leave the matter on this note, since they have not indicated 
any interest in developments in these negotiations since the hearings 
closed. The undersigned have, therefore, taken it upon themselves 
to coupes the record in this regard. 

To that end, documents which reveal the present status of the nego- 
tiations in question have been included as appendixes to this minority 
report. These documents were received from the REA Administra- 
tor in response to a request from the ranking minority member of the 
committee, 

The plain and clear fact is that there was and is no pressure on 
Colorado-Ute to carry out its arrangement with the power company. 

On at least three separate occasions since October 13, Administra- 
tor Nelsen has off to consider any alternative proposal that is 
sound and workable and to assist in every way. (See appendix B, 
exhibits B, C, and H.) 

The truth is that Colorado-Ute has voluntarily elected to proceed 
under the lease-operating arrangement but is unable to come to in- 
ternal agreement on the fundamental questions of location of its 
powerplant and coal ey (See appendix B, exhibits F and G.) 

A November 23, 1955, editorial in the Denver Post under the head- 
ing “How to Throw Away 10 Million Clams,” describes Colorado- 
Ute as being “in danger of smashing up on the rocks of internal dis- 


sent” (appendix B, exhibit E). ; 
The majority apparently preferred to leave the record incomplete; 


thus the record would show exactly what they wanted it to show, and 
no more. 
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However, the fact that stands out most clearly, and what the rec- 
ord actually shows is that the majority staff arranged the hearings, 
considered only testimony agreeable to the preconceived opinions, and 
then presented a report based on the unsubstantiated conclusions 
drawn from the one-sided hearings and biased testimony. 


MAJORITY’S PRINCIPLE OF FEDERAL UTILITY RESPONSIBILITY THREATENS 
AMERICAN ENTERPRISE SYSTEM 


The whole tenor and contention of the majority report is that the 
Federal Government should have and has gone into the electric utility 
business and hence has assumed an obligation to expand and extend 
its operations to meet every power need of the regions in which it 
operates. This becomes apparent on pages 12 and 13 of the report 
where the majority’s objective is summarized as being “to restore 
Federal responsibility in the field of * * * power.” 

In at least 12 other places the majority makes clear its thesis that 
the Federal Government must do whatever is necessary to meet power 
needs, even if the proposed project is not economically sound (report, 
pp. 13, 21, 23, 26, 56, 65, 80, 127, 129, 153, 155, 159). While recog- 
nizing that this “responsibility” could be met by purchasing firm- 
ing power from and arranging wheeling contracts with privately 
owned utilities, the majority clearly indicates its belief that the 
Federal Government should build its own steam plants and trans- 
mission lines. 

On page 26, the report says— 









the gain to the Government is increased if it firms up its 
secondary hydroelectric energy through interchange con- 
tracts with neighboring power systems and still further 
increased if, instead of such interchange arrangements, it 


builds or acquires the necessary steam plants. {Italie sup- 
plied. ] 


The majority even goes so far as to criticize the Congress for failure 
to provide funds to build such plants in competition with taxpaying 
private interests (report, pp. 26, 38, 65, 123). 

We do not deny that important benefits are achieved when power is 
generated as an incidental feature of Federal multiple-purpose water 
projects. However, we do not accept the majority premise that Con- 

ever intended to go into the electric utility business generally. 
urthermore, for the reasons stated hereinafter, we believe that any 
such policy could only lead to eventual nationalization of the industry. 

Throughout the hearings and the majority report runs the basic 
question whether the Federal Government has a utility responsibility 
to a its pemee reer. activities (when its existing capacity is 
already fully committed) to meet the future growth requirements of 
its present customers and the requirements of new customers who de- 
sire service. The majority says (report, p. 80) : 

Without the assumption of such responsibility, there is no 


permanent gain to the preference customers, no freedom from 
dependence on monopoly. 


At a number of points the majority rests its utility theory on its 
interpretation of section 5 of the Flood Control Act of 1944 (e. g., 
report, p. 65). The legislative history of this section makes clear that 
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Congress had no such intention. Pertinent portions of this section 
are as follows (16 U.S.C. 825) : 


Electric power and energy generated at reservoir projects 
* * * shall be delivered to the Secretary of the Interior, who 
shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at 
the lowest possible rates to consumers consistent with sound 
business principles * * *. Preference in the sale of such 
power and energy shall be given to public bodies and co- 
operatives. The Secretary of the Interior is authorized, from 
funds to be appropriated by the Congress, to construct or 
acquire * * * only such transmission lines and related facili- 
ties as may be necessary in order to make the power and 
energy generated at said bn available in wholesale quan- 
tities for sale on fair and reasonable terms and conditions to 
facilities owned by the Federal Government, public bodies, 


cooperatives, and privately owned companies. [Italic sup- 
plied. ] 


This language establishes clearly that Congress had no intention 
to go into the electric utility business generally. The Secretary is 
not directed to build or acquire transmission lines and related facili- 
ties; he is merely authorized to do so. His authority to do so is 
strictly limited to funds appropriated by Congress from time to time; 
he is not authorized to use receipts from the sale of power for this 
purpose. His authority is limited to only such lines and related 
facilities as may be necessary to make available power and energy 
generated at reservoir projects; he is not authorized to do so in order 
to meet power needs of customers which cannot be met from such 
power. 

These restrictions become all the more apparent when section 5 is 
compared with the language requested by Mr. Ickes, then Secretary 
of the Interior. In a letter to the chairman of the Senate committee, 
Mr. Ickes urged inclusion of the following language : 


The Secretary of the Interior is authorized to construct 
and acquire such transmission lines and facilities and to enter 
into such contracts, agreements, and arrangements as he 
deems necessary to carry out the duties and responsibilities 
herein conferred upon him (hearings, p. 196). 


This proposal was rejected by Congress, and its rejection explodes 
the utility theory of the majority. 

Thus it is clear that the Department of the Interior has not been 
authorized to engage generally in the electric business to meet all 
customer power needs, nor has Congress attempted to appropriate 
funds for any such pu . It is most unfair to attack the Depart- 
ment for failing to fulfill obligations it has not been authorized to 
perform, As Cadie Secretary Clarance A. Davis has so well stated : 


Neither the Bureau of Reclamation nor any other power 
agency of the Department of the Interior has ever been au- 
thorized to engage in the power business as such. The De- 
partment’s activities in the field of electric production began 
as an incident to the irrigation of land; jot 

78534—56——18 


it is still, so far 
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as the Federal statutes are concerned, engaged only in the 
sale of electric energy as may be produced incidentally to 
other ‘Sspepee authorized purposes (appendix to report 
p. 210). 


The majority’s doctrine of Federal public utility responsibility is 
a direct threat to the American enterprise system. 

If the majority’s position were accepted, it would sound the death 
knell of local public or private enterprise in the electric utility field. 
It is apparent that no local utility could compete with tax-free Federal 

ower financed and assisted by the resources of the United States 

reasury. If the Federal Government has any such responsibility in 

Georgia or Oregon, then to give all Americans equal treatment, it must 
be extended to the 46 other States. 

That such was not the intention of Congress in passing the Flood 
Control Act of 1944 is revealed in the following exchange between 
Senator Monroney and Congressman Jonas concerning section 5 (hear- 
ings, p. 27; see also p. 30) : 


Mr. Jonas. Now, was there any language in the legislation 
creating the Administration which authorized Southwest 
Power to build or acquire steam plants ¢ 

Senator Monronery. No, there was nothing at all in that 
legislation. It authorized them to distribute and sell at the 
lowest possible rate the power available to them. 


Congressman Cannon also rejected the notion of Federal utility 
responsibility during the hearings when he said (hearings, p. 7) : 


I am irrevocably opposed to Government monopoly. I 
favor, I advocate the manufacture, the production, and dis- 
tribution of electric energy by the private utilities. I believe 
in private enterprise. 

However, I do think, Mr. Chairman, that we should retain 
REA, municipal ownership, and TVA to handle a small per- 
centage of the business. I believe that the bulk of the busi- 
ness, say 90 percent or more of all production and distribution 
of electricity, should be by private utilities. 

Under Secretary Clarence Davis put his finger on the real issue as 


one between Federal centralization and local management in utility 
matters. He said (report, p. 212): 


This is not a controversy between Federal power and 
private utilities. It isa choice, if any, between Federal power 
and public power developed by other agencies. The Depart- 
ment has expressed its great willingness to cooperate fully 
with other public agencies and States or municipalities in the 
carrying out of construction programs in the various regions 
of the United States. To arrogate to itself entirely the con- 
struction of all future generating facilities in these vast areas, 
as contended by the witnesses, means the Federal investment 
of billions of dollars and the necessary expansion of a tre- 
mendous Federal bureaucracy engaged in the management 
of these enterprises. It is the belief of the Department that 
those functions, including the necessary financial investment, 
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can be secured in most cases with equal facility by other 
agencies located much closer and much more under the control 
of the people to be served than can the Department of the In- 
terior, managed of necessity from the city of Washington. 


In conclusion, the majority clearly asserts a belief that the Federal 
Government has an obligation to provide power for the benefit of 
limited groups, in unlimited quantities for unlimited times in the 
future, when, as, and if they want it. They also endorse the view 
that the Federal Government has an obligation to spend unlimited 
appropriations for the purpose of building unlimited Federal power 
facilities of all kinds. 

The undersigned believe that the Department of the Interior is 
authorized only to engage in the marketing of power which can be 
advantageously marketed as a result of multipurpose Federal projects. 

We further believe that federalization of the electric industry will 
result if the Federal Government assumes such a complete utility 
responsibility as the report indicates the majority advocates. 


MAJORITY VICIOUSLY ATTACKS AMERICAN PRIVATE ENTERPRISE 


The so-called investigation was purportedly conducted to discover 
the “Effect of Department of Interior and REA Policies on Public 
Power Preference Customers.” The subcommittee chairman repeat- 
edly told the committee and the press that the private companies were 
not being ag ge but the majority report contains a reprehen- 
sible suggestion that the private power companies across the country 
have combined in a gigantic conspiracy against our Nation. 

Not one utility witness was itted his “day in court” during 
these proceedings. A group of utility witnesses requested from the 
chairman the opportunity to be heard in Atlanta, Ga. He refused 
their request stating as follows (hearings, p. 440) : 

e are studying the relationship between preference 
agencies, as defined by Con and the resent administra- 
tion of the + ip “comer ge of the Interior. ivate utility com- 
panies which do not, under existing satutory provisions, en- 
joy the status of preference agencies are not a part of our 
present study. 

Yet now the majority has released a report charging the gravest 
kind of misdeeds to private utilities from one coast to the other. It 
seems all too clear that they do not believe businessmen have any right 
to due process. 

On August 30, 1955, the subcommittee chairman sent the following 
telegram to Mr. Harlee Branch, president of the Georgia Power Co., 
who had requested an opportunity to be heard : 

Re your telegram, regret that time will not permit adding 
of additional witnesses to list scheduled to appear in Atlanta 
on September 2. Will advise you when to appear in Wash- 
ington in November or December, if, as, and when additional 
hearings are scheduled. 


Eart Cuuporr, Chairman. 


Notwithstanding this promise to Mr. Branch, the subcommittee 
thereafter steadfastly to hear him when additional hearings 
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were in fact scheduled in Washington, despite repeated urgings on 
the part of minority members. 
e subcommittee chairman attempted to explain his refusal to 
honor his commitment to Mr. Branch by stating that the subcommittee 
was not investigating private power companies. j 

Despite this claim that the subcommittee was “not investigating 
private power companies,” and despite the fact that not a single pri- 
vate company representative was permitted to testify, the majority 
report contains sweeping attacks on the private utility industry. The 
following are typical : 

1. Clearly, there is here revealed a conspiracy of the top 
officials of the Department to connive with the Georgia Power 
Co. to violate a law in th a. of preserving the com- 
any’s mono re . 44-45). 
: 2 The poe Pegi ie reveals the extent to which 
private power companies can impose roadblocks against any 
challenge to their monopoly (report, p. 70). 
3. This committee is convinced that the private power 
Stee ee jo companies in the Southwest entered the year 1953 with a 
ee a definite plan to eliminate completely the Federal-cooperative 
ee integration partnership and to substitute private integration 
pt of all power supply (report, p. 72). 
ae 4. Thus, the Golora o situation is just a different version 
of the countrywide efforts * * * to coerce the rural electric 
cooperatives into such tight integration with the private 
power companies that there will be no challenge to private 
monopoly in the field (report, p. 112). 

Not content with its frontal assault on the private utility industry 
while refusing to permit it to be heard, the majority in its report 
proceeds to attack the California Public Utilities Commission and 
the Arkansas Supreme Court. The following examples may be cited 
from the report : 

1. The record thus reveals some of the tactics resorted to by 
the Pacific Gas & Electric Co., apparently with the blessing of 
the State regulatory body, to block the development of any 
effective competition * * * (report, p.118). 

2. Regulatory commission collaborates in discrimination to 
meet competition (report, p. 116). 

3. * * * the Arkansas Supreme Court, early in 1953, “un- 
der a technicality of Arkansas law” denied the co-op’s right 
vfighne (report, p. 70). 

ae the committee recommends that * * * Congress 
launch a full-scale joint investigation by both Houses to deter- 
mine whether or not there is an — effort of the private 

ower companies to influence the Federal administration, the 
ongress, the governments of the States, and the political life 
of the Nation (report, p. 10). 

Nowhere does evidence or anything else except the opinion of an 
obviously biased witness appear to support the belief that the Cali- 
fornia Public Utilities Commission is a corrupt body. Nor was there 
testimony introduced at any time that would cast the slightest sus- 
picion on the integrity of the Arkansas Supreme Court. 
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In its zeal to discredit anything and everything that seems designed 
to encourage the free-enterprise —, the majority in its report does 
not even spare the Con of the United States. 

1. On page 123, the ocratic 79th Congress is criticized for fail- 
ing to authorize an elaborate steamplant to put the Government into 
direct competition with private utilities in the California area. 

2. On page 38 the 82d Congress is suspected. 

3. On page 64 the 83d Congress is castigated because it— 


in 1953 gave the Interior Department an excuse for abrogat- 


ing the Federal-rural electric cooperative partnership ar- 
rangements * * * 


4, On page 70, the majority’s strange logic has it noting— 
* * * with regret that the 83d Congress actually fell in with 
this effort of private power interests to thwart a congression- 
ally approved program. 

5, On page 71 is found this statement : 


In 1951 Congress limited the continuing fund to the amount 
which might be annually approved by the Congress. * * * 
That afforded the utilities an annual chance to exert down- 
ward pressures. 


The undersigned refuse to become a party to these indiscriminate 
unrestrained attacks upon private industry, Government officials, busi- 


en State governments, State agencies, courts, and Congress 
itself. 


MISUSE OF TERM “MONOPOLY” IS CHARACTERISTIC OF MAJORITY REPORT 


Throughout the majority report there are frequent allusions to 
Ks dirs monopoly,” “monopolistic” private companies, and other 
phrases related to the concept of monopoly as it applies to the electric 
utility industry. In each case the majority uses these words in a 
derogatory context implying broad charges that electric utilities are 
unlawful monopolies. There is even an implication that some kind 
of an unlawful restraint of trade exists among privately owned utili- 
ties. These are perhaps the most flagrant of the many half-truths 
which mark the majority ~~ 

The undersigned cannot believe that the majority members actually 
subscribe to such a view. We thought it was understood by almost 
hs roe that by necessity electric utilities nearly always operate as 
regulated enterprises under governmental franchises. These fran- 
chises are ordinarily exclusive within the service area and in this sense 
such a public utility is a monopoly. But such a utility is a legal 
monopoly, subject to total regulation of both rates and service to 
prevent exploitation. 

The claim is made several times that the Government should com- 
ete with the private utilities in order to bring down the rate levels. 
mplicit in all this testimony is the belief that the ratemaking bodies 

of the various States are not anieguaesing the public interest. The 
proponents of public power would have the Federal Government sup- 


ply this deficiency by providing a “yardstick” in the form of a com- 
petitive enterprise serving the same area the utilities serve (hearings, 
pp. 26, 224, 247, 260, 286, 883, 888, 898, 900, 1118). 

The undersigned fully recognize the need to have adequate regula- 
tion of public utilities. The report has the majority seeming to be- 
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lieve existing regulation by State and local governments and Federal 
instrumentalities, such as the Federal Power Commission and the 
Securities and Exchange Commission, is inadequate. The record of 
these hearings does not prove such inadequacy. 

It is doubtful whether any congressional committee ever reached 
such broad conclusions with such little foundation. 


SOUTHEASTERN POWER AREA 





The case which the majority has laboriously attempted to build 
against Secretaries McKay, Davis, and Aandahl in connection with 
the Clark Hill project on the Savannah River dissolves into thin air 
in view of the contracts signed since the hearings closed. 

Last December a contract was concluded with the Carolina Power 
& Light Co. for the delivery of power to preference customers in 
the North Carolina area (report, p. 52). 

On May 16 of this year contracts were signed with the Georgia 
Power Co. and the preference customers of Georgia which proved to 
be a fitting and beneficial climax to the years of patient negotiation 
which went into solving a number of very difficult administrative 
problems. The signing of these contracts demolishes the following 
allegation that the negotiations with the Georgia company were 
not in good faith. 


This committee is convinced by the evidence that, unless 
Congress moves promptly to provide funds for alternative 
Federal facilities for dslivesy of power from the existi 
Clark Hill and the forthcoming Jim Woodruff and Bufor 
projects, the proposed “modified wheeling” arrangement will 

rove nothing more than an economic sanction to coerce the 
yeorgia rural electric cooperatives into abandoning their 
fight for the principle established by Congress. 


The successful completion of these contract negotiations vindicates 
the Interior Department’s approach to southeastern power problems 
inherited from the previous administration. 

In a prepared statement made during the “investigation” of the 
Southeastern Power , Administration, the subcommittee chairman 
chose to ignore or distort the evidence in order to leave the impression 
that the Interior Department was not ery bee with congressional 
direction in continuing its negotiations for the sale and wheeling of 
Clark Hill power. The chairman said in a formal statement delivered 
during the course of the hearings in Washington : 


Now, in these hearings, we learn that the Department of 
the Interior has taken over the functions of Congress (hear- 
ings, p. 1305) : 
This statement was made in the face of the following testimony 
(hearings, p. 1277) : 


Mr. Jonas. Mr. Aandahl, you were asked a question a little 
while ago about your efforts to ap tren a satisfactory wheel- 
ing contract. I think it was by the gentleman from Florida. 
There isn’t any doubt about the fact that that has been your 
effort and your objective; isn’t that true? 
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Mr. Aanpaut. That is fully correct. 
Mr. Jonas. And to carry that one step further, that is 
what you were told to do by Congress, is it not? 

Mr. Aanpant. That is correct. 

Mr. Jonas. Didn’t the committee report from the Appro- 
priations Committee when they denied the request for trans- 
mission funds, tell you to go out, in effect, to go out and 
try to negotiate the best possible wheeling contract between 
the co-ops and the private power company ? 

Mr. Aanpauu. That’s correct in this specific instance, and 


it is generally correct in our operations throughout the 
country. 


On page 38 of the majority report we find an inadvertent admission 
that Secretary Aandahl was correct in his approach and was following 
the policy laid down by the 82d Democratic Congress : 


Congress denied all lines except one in South Carolina 
which has since been sold to the preference customer there. 
But, in denying the various requests, the Appropriations 
Committees on several occasions urged further negotiations 
for a wheeling arrangement before consideration of Federal 
construction * * * (e. g., H. Rept. 339, 82d Cong., Ist sess. ; 
S. Rept. 499, 82d Cong., Ist sess.; H. Rept. 1628, 82d Cong., 
2d sess.; S. Rept. 1003, 82d Cong., 2d sess.) . 


An allegation is made in the report that an Attorney General's 
opinion was willfully suppressed. Actually, the Attorney General's 
opinion was in reference to the draft of the proposed tricontract 
completed in May 1954, which was pigeonholed while the REA Ad- 
ministrator attempted to work out a Whitney-type contract. When 
this effort was apparently unsuccessful, the fact. that Interior initi- 
ated a request for an Attorney General’s opinion before again 
bringing forth the tricontract for consideration is full evidence of 
the administration’s determination to stay within the spirit as well 
as the letter of the various applicable laws. 

On October 11, 1955, Secretary Aandahl assured the committee 
that after several years of conscientious negotiating they were nearing 
a contract that would be mutually beneficial to all the parties con- 
cerned. The fact that the previous administration was unsuccessful 
in negotiating suitable contracts was conveniently overlooked. The 
chairman apparently found the truth difficult to face (hearings, p. 
1214) : 

Mr. Cuupborr. You are not getting anywhere, as it is. We 
are just sitting by and negotiating, and every day that we 
argue there is an additional loss to the Government. 

fr. AANDAHL. We are making good progress in the nego- 
tiations at the present time. 

Mr. Fascetn. Mr. Chairman—— 

Mr. Cuuporr. I just want to finish this. Is it not a fact that 
in January 1953 the co-ops made the offer, and it is now Octo- 
ber 1955, and we are just where we were in January 1953? 

Mr. Aanpanu. No; we are much farther along than we were 
in January of 1953. 
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The successful conclusion of negotiations with contracts satisfactory 
to everyone is all the proof needed that Mr. Aandahl was right and 
the subcommittee chairman was wrong. 

The majority charges that Rural Electrification Administrator 
Nelsen (report, p. 5)— 
had taken a hand in persuading the cooperatives to accept 
the company proposal, [and] advised Under Secretary Davis 
that he thought the cooperatives could be induced to give up 
on every point (see also majority report, pp. 48-50). 


The evidence is to the exact opposite. As the majority report indi- 
cates (p. 42), the cooperatives were insistent upon two chief Siledives : 
(1) obtaining title to the power direct from the Government; and (2) 
obtaining a fair share of the economic benefits. 

The record is uncontroverted that the only proposal advanced by 
Nelsen was developed— 


with the full consent, approval, and assistance of the farmers 
of Georgia and with Interior sitting in (hearings, p. 1456)— 


and transmitted by him to the power company on their behalf (hear- 
ings, p. 521). In fact, according to the testimony of D. M. Pollock, 
president of the Georgia Electric Membershi Camp. (hearings, pp. 
520-521), this proposal originated with the rgia cooperatives in 
meetings with REA representatives commencing in April 1955, and 
fully met the cooperatives’ objectives of passing title to the power 
company and economic benefits to them. e, it made no provision 
for wheeling which Mr. Pollock reported the company “had stead- 
fastly refused” to do (hearings, p. 508) and it provided for direct 
dealings with the cooperatives, rather than through the statewide 
association. 

These were “points” which had been urged by the cooperatives at 
various stages of the negotiations but abandoned voluntarily by the 
cooperatives who were more interested in achieving their major objec- 
tives than in the details of how this might be brought about. 

If a solution of the controversy could be arranged which would be 
satisfactory to the cooperatives without subjecting the power com- 

any to economic threat and which would remove this power quarrel 
wed the political arena, it would work to the advantage of all con- 
cerned, including the general public. 

It is clear that this was Nelsen’s objective and that it was greatly 
appreciated by the cooperatives, whose spokesman, Pollock, on Apri! 
1, 1955, wrote Nelsen (hearings, p. 1456) : 


We firmly believe that a contract can be entered into which 
will fairly protect the interests and rights of the parties, and 
at the same time, be the basis of a full understanding and 
harmonious effort for the welfare and prosperity of the people 
of our State. 

We want to express to you and others in authority, our 
profound thanks and appreciation for your interest in under- 
taking to solve this perplexing problem which we desire to 
conclude in a manner mutually acceptable to the Federal Gov- 
ernment, the Georgia Power Co., and the cooperatives. We 
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fee] that this can be done only through the wise and construc- 
tive leadership of you and others who so generously have 
given their time and effort. 


After arduous hours and days of patient but firm arbitration by the 
Department, the Georgia Power Co. agreed to wheel hydro power to 
preference customers of the Government. Preference customers also 
agreed to this arrangement when adequate provisions were worked 
out to assure them a long-term supply of firming power at project 
rates from the Georgia Power Co. 

This is a good example of the effectiveness of the partnership policy 
which the Department of the Interior has sponsored during the present 
administration. It isa flat contradiction of the charges that have been 
made repeatedly by isan critics of the administration. It clearly 
demonstrates that the responsible officials of the Department of the 
Interior and the Rural Electrification Administration have been sin- 
cerely trying to bring about an adjustment and settlement of the many 
difficulties that were involved. 

That a satisfactory solution has now been worked out is a tribute to 
the patience and determination of officials in the Department of the 
Interior. Interior Department officials are entitled to praise for this 
accomplishment, rather than the harsh criticism leveled at them in the 
majority report. 


DEMOCRATS CAUGHT BEHIND OWN GOAL LINE WITH POLITICAL FOOTBALL 


The testimony in the hearings proved that the problems of the 
Southwestern Power Administration were inherited from the previous 
Secretary of the Interior. In Springfield, Mo., the chairman and the 
majority attempted to make it appear that the administration was 
denying preference customers needed power while selling it to private 
utilities. 

It was not until Southwestern Power Administration officials were 
belatedly heard in Washington that the facts came out. They estab- 
lished that the Southwestern Power Administration was simply honor- 
ag, etre that had been signed by the previous administration. 

urthermore, it was conclusively shown that the power supplied was 
to replace power which private companies did not take during a 
drought period in order to permit Southwestern Power Administra- 
tion to maintain service to preference customers. Mr. Douglas 
Wright, Administrator of SPA, brought this out in his testimony at 
the Washington hearings (hearings, pp. 1350-1351) : 


Mr. Wricnr. * * * Actually, you have to have some back- 
ground. You have to realize that the year before we were out 
of water. Some of our dams were actually out of operation— 
and I would think the committee ought to know this—these 
dams were intended to be integrated to the extent that some 
of them do not even have facilities to run their gates or their 
lights when their big units are down, and I have to buy power 
from ple to run those gates and lights. During the 
drought a year ago this summer the Fort Gibson Dam was 
out of operation for many months. The Bull Shoals Dam 
was 2 or 3 feet below the bottom of the power pool. The Nor- 
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fork Dam was down at the bottom pool. The Tenkiller Dam 
was practically out of operation. The only horsepower we 
could run was Denison. These companies were kind enough 
at that time to continue delivery of energy for the account of 
the Government to the preference customers we were obli- 
gated to serve without our delivering any electric power or 
energy to them or a vastly curtailed amount. 

% * * * * 





* * 












Mr. Jonas. Even if you had not been disposed to come 
to their rescue to help them out in a critical situation, could 
they have demanded it? 

Mr. Wrienrt. Yes, sir, I believe they could. 

Mr. Jonas. And you would have been compelled to fur- 
nish it to them because it was part of the power they had 
delivered ? : 

Mr. Wrieur. On a day-to-day basis they could have de- 
manded, and we would have had to serve it. 

Bg * * * * * * 












Mr. Jonas. To put it another way, Southwest Power Ad- 
ministration has never defaulted, has it, in filling the contract 
demand requirement of Skiatook? 

Mr. Wricut. No, sir. But we would have defaulted in the 
summer before last if the companies had not come to our 
rescue. 





The chairman and the majority attempted to prove by their planned 
prosecution that the administration was responsible for current prob- 
lems engendered by a previous policy not of its making. The testi- 
mony actually proved that the Secretary of Interior was conscien- 
tiously attempting to follow the mandate of the Flood Control Act 
of 1944 to— 


* * * 



















dispose of such power and energy in such manner as 
to encourage the most widespread use thereof at the lowest 
possible rates to consumers consistent with sound business 
principles. 


This becomes very apparent upon further analysis of the testimony 
of Mr. Wright (hearings, p. 1348) : 


Mr. Wricur. * * * Now, when you talk of companies and 
governments and G. & T.’s being something separate down 
there, that cannot be and never will be again, whether we like 
it or not. 

Mr. Fasceux. In other words, they have got to work to- 
gether in order to meet the power demands ? 

Mr. Wricur. Not only work together but, if some one of 
them pulls the switch, he plays cain with everybody else. We 
are all interconnected down there. 


(Hearings, pp. 1352-1353; 1354.) 
_ Mr. Jonas. I understand your position about the power 
situation in the southwest area or at least your philosophy 


about it is that about the best possible arrangement is where 
the Government with its facilities and the cooperatives and 
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the preference customers with their facilities and the private 
utilities with theirs all work together, integrate all of those 
facilities, and that the best possible result can be obtained 
where that happens. 

Mr. Wricut. That is right, sir. I think that is real middle 
of the road. I said “middle of the road” in 1948 and outlined 
that program to Congress. 

Mr. Jonas. As a matter of fact, you were the man who was 
responsible for working out a plan which would have elimi- 
nated all of this confusion in the Southwest if it had been 
adopted ; is that not true, the 12-company contract? 

Mr. Wrienr. I think it would have eliminated a great deal 
of it if not all of it, if Congress had not changed the ball game 
on me, 

Mr. Jonas. But Congress was not responsible for the fail- 
ure to put into operation the 12-company contract. 

Mr. Wrieut. That is correct, sir. 

~ * * * * 


Mr. Jonas. Before you get to that, how far did you get in 
the preparation and signing of this 12-company contract? 

Mr. Wrieur. The companies and the Southwestern Power 
arrived at full agreement on the contract, and the contract 
was submitted in January of 1952 to the Secretary of the In- 
terior with a recommendation that I be authorized to 
execute it. 

Mr. Jonas. That was your recommendation ? 

Mr. Wricur. Yes, sir. 

Mr. Jonas. That was in January of 1952? 

Mr. Wricut. That is right. 

Mr. Jonas. When did you hear from the Secretary with 
his decision ¢ 

Mr. Wrieut. On January 19, 1953. 

Mr. Jonas. That was the date before he went out of office? 

Mr. Wrieut. That is correct. 

Mr. Jonas. That was Secretary Oscar Chapman? 

Mr. Wricut. That is correct. 

Mr. Jonas. Did he ever call you in to discuss it during that 
year that he held the contract ! 

Mr. Wrieut. I don’t know whether he ever called me in. 
I tried desperately during that year to get it executed. I 
used every wile at my hand, and I was a pretty shifty char- 
acter in those days, trying to get this contract approved. 

Mr. Jonas. You testified before the House committee that 
in your opinion the i mistake the United States Gov- 
ernment ever made in the power business was to refuse to 
sign that contract. 

. Wrieut. That is still my judgment. 

Mr. Jonas. And you feel that if that contract had been 
signed much of this trouble we are now experiencing in the 
Southwest would not have occurred powerwise. 

Mr. Wrieut. I do. 
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It is clear from the foregoing testimony per if the Secretary of the 
Interior under the previous administration had acted upon the recom- 
mendation of his own 1 erage Administrator, the problems of the 
cooperatives in the Southwest would never have arisen. Mr. Wright 
had worked out a 12-company contract which was satisfactory to the 
companies, to the Southwestern Power Administration, and to the 
cooperatives. It was — satisfactory to everyone except the 
then Secretary of the Interior, Mr. Chapman, who oo ea to sit 
on it for 12 months. Had he acted upon it as urged by Mr. Wright, 
we would undoubtedly have had in operation since 1952 a sensible 
working partnership arrangement between the Government, the util- 
ities, and the cooperatives, 


THE MAJORITY’S UNCONSCIONABLE ATTEMPT TO DRAG REA INTO THE 
POLITICAL ARENA OF ITS RIGGED HEARINGS 





Until the September 7 hearing at Denver the majority had confined 
itself to indicting and trying Denartanenit of the Interior officials in 
absentia. On that date a new “defendant” was brought into the case, 
REA Administrator Ancher Nelsen, without notice or warning to 
him. At the very outset the chairman announced (hearings, p. 601) : 


We have received numerous aie gs that the partner- 
ship concept, which is a new idea of the present administra- 
tion, is being abused, and that the partnership with investor- 
owned utilities has been forced on rural electric cooperatives 
in such a way that the cooperatives have been less well off 
under the partnership than they might have been under inde- 
pendent operation of the facilities. 


Only one such partnership arrangement was considered by the sub- 
committee. It involved the Colorado-Ute Power Cooperative whose 
president testified that he had made no complaint and did not know 
who had (hearings, p. 628). 

Perhaps the most fantastic performance in the road-company activ- 
ities of the subcommittee was that s at Denver. Through arrange- 
ments made by the company’s indefatigable advance man and stage 
manager, the hall was packed. Witness followed witness, each care- 
fully selected and obviously coached on the theme that REA had 
forced aa them the $10,155,000 Colorado-Ute loan for a generating 
plant and transmission system to be operated by the electric company 
in the area on a lease basis. 

The lead-off witness was Frank Meaker, president of the Colorado- 
Ute Power Cooperative, who demonstrated an astounding ignorance 
of the facts as to the loan, its background, and its economic and engi- 
neering features. Repeatedly his response to questions from the sub- 
committee members was that some other witness would furnish the 
answers ——— pp. 604-605, 606, 608, 614-615, 618, 622, 628, 638). 

‘It is crystal clear from testimony of the Colorado-Ute witnesses at 
the Denver hearing that it was purely their own inference, or impres- 
sion, that the loan would be made only on the lease-operation or so- 
called partnership basis (hearings, pp. 604, 629, 653, 655, 677-678, 688, 
ee . Nosuch condition was ever im * 

he testimony of witness Meaker as to undue delay on the part of 
REA in considering and acting upon the loan application (hearings, 
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pp. 626-627) is incomprehensible. Here is a witness who testified in 
one breath that he and his people have been working on a loan for 14 
years (hearings, pp. 603, 617, 620-622, 628) and in the next states 
(hearings, p. 637) that the cooperative’s application was filed in Octo- 
ber 1954 and acted upon in May 1955, a remarkably short period in 
view of the magnitude and complexity of the project. 

Despite denials by the cooperative witnesses, their testimony bears 
eloquent witness that prejudices long harbored against their neighbor- 
ing electric company motivated their objection to the integration fea- 
tures of the loan. is feeling apparently was not strong enough to 
block the negotiation and working out of the details of the lease- 
operation arrangement. 

Not until more than a month after the Denver hearing, on October 
13, to be exact, did REA have its day in court. Administrator Ancher 
Nelsen categorically and forthrightly denied the charge that he had 
forced the Sealed partnership upon Colorado-Ute (hearings, pp. 
1447, 1449, 1453). He produced a telling piece of evidence, a telegram 
from George Wilson, secretary, Colorado-Ute Electric Association, 
Inc., dated May 25, 1955, the date on which the loan was approved, 
which reads as follows (hearings, p. 1453) : 


Our deepest gratitude and appreciation your untiring effort 
and devotion in obtaining G. and T. loan for Colorado-Ute. 
The economy of the last frontier in Colorado can now be de- 
veloped to its fullest extent and take its place among the im- 
portant areas in the Nation. Again thanks to you and your 
staff for your good work. 


The testimony of Mr. Nelsen and his associate Mr. Schultz not only 
demolishes the charge that REA forced Colorado-Ute into an un- 
wanted partnership arrangement but also furnishes answers to many 
of the hitherto unanswered questions previously directed at the co- 
operative witnesses by members of the subcommittee. These answers 
completely negate the majority’s claim that the chief economic benefits 
of the partnership arrangement will flow to the company rather than 
to the member cooperatives of Colorado-Ute (report, p. 97). The fol- 
lowing are some of the features of the arrangement which indicated 
that this was not a one-sided partnership but one highly beneficial to 
the cooperatives. 

1. The area was facing a stringent power shortage and both new 
generation and transmission capacity were urgently required. These 
needs are fully and adequately met by the Colorado-Ute loan. 

2. There is very little difference in estimated delivered cost of power 
between an isolated cooperative system and the integrated system 
which was worked out. The figures were made known to the coopera- 
tive (hearings, p. 1477) despite the statement to the contrary found 
in the majority report (p. 104). 

3. The cooperative realized a very important advantage in the way 
of increased reliability of service resulting from the interconnection 
of the two systems. e advantages of the loop service are graphi- 
cally demonstrated by the maps presented and discussed at the hear- 


ae {pp- 1450-1452). 
. The combined capacity of the two systems is pooled. This elimi- 
nates the need for the co-op to install standby capacity with its fixed 
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charges, although funds are included in the loan for a third unit of 
12,650 kilowatts when needed. 

5. The lease-operation contract permits cancellation after 5 years 
from date of connection. Since the generating plant is to be built 
independent of the company’s generating facilities, such cancellation 
is feasible. 

6. Territorial rights of both parties are recognized thereby elimi- 
nating controversies such as occurred in the past. 

The majority report places great emphasis (pP- 97, 107-108) on the 
oe which the company would derive from the 50 million kilowatt- 

ours of energy which it is permitted to generate. The committee’s 
Associate Counsel Austin figured up a $400,000 annual profit which is 
uncritically adopted by the majority. Austin achieved this figure by 
starting with the average wholesale rate of 1 cent per kilowatt-hour 
charged to the cooperatives (hearings, p. 1489). This figure has no 
relationship to the cost of the power to the company and is not a valid 
base for computing savings. 

It would seem that a much more tenable basis for measuring value 
of this excess power to the company, if and when available, is a com- 
parison of the fuel costs on both the company’s and the cooperative’s 
plants rather than a comparison of fuel cost with the present price of 
power sold at wholesale and delivered to the cooperatives at multiple 
delivery points. 

‘ Such a rational approach would never yield a $400,000 annual profit 
gure. 

Mr. Nelsen summed up his position most adequately when he said 
(hearings, p. 1442, 1447) : 


In carrying out the law and the directives of Congress, our 
purpose at all times is to do what is best for the farmer, what 
will produce for him the best electric service at the lowest cost. 
At the same time, we want to serve the taxpayer’s interest in 
their $3 billion investment by seeing to it that we have the best 
financial picture possible, 

* * * * * * 


The only thing we have ever done is to indicate to the co- 
operatives that we want them to get the best possible arrange- 
ment for adequate power for the farmers. 

* * * the judgment should be based on economic factors 
and not on prejudices. 


Mr. Nelsen indicated that it was the responsibility of the Colorado- 
Ute board to determine its course of action. He did not foreclose the 
possibility of a new arrangement. In fact he expressed willingness 
to meet with the board, if they wished it, to work something else out 
(hearings, p. 1453). This was not the demeanor or attitude of a 
dictator forcing his will upon a dependent constituency. 

The curtain was not rung down on October 13 when Mr. Nelsen was 
excused. Two witnesses were produced who had performed before at 
Denver, President Meaker, of Colorado-Ute, and F. M. Peterson, man- 
ager of one of the member distribution cooperatives. Their appear- 
ance was apparently intended to rebut the Nelsen testimony. Instead 
they produced a document that ag ich Nelsen’s testimony. It was 
a resolution of the Colorado-Ute board adopted October 3, 1955, rati- 
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ing and co ing the execution of the operating agreement with 

estern Colorado Power Co. and the execution of the REA loan 
contract (hearings, pp. 1513, 1514). The amazing Mr. Meaker then 
followed this up by a statement that this resolution does not speak 
the real sentiments of the board (hearings, p. 1521).° 

They also produced as a new piece of evidence a statement in affida- 
vit form from Colorado-Ute board member George Wilson which 
is significant in establishing that the board proceeded upon an infer- 
ence that a partnership approach was desired (hearings, pp. 1508- 
1509). As proof that the cooperative was forced into a partnership 
agreement, witness Peterson produced a June 3, 1954, letter to Wilson 
from REA’s Mr. Schultz which merely suggests for cooperative con- 
sideration four alternative arrangements for cooperative power sup- 
Bye one of which involved installing generating facilities in the 

estern Colorado plant under an operating agreement. This should 
dispose of the argument that pressure was aed, 

he sum and substance of the evidence indicates entirely voluntar 

negotiation by Colorado-Ute of a lease-operating agreement with 
Western Colorado Power Co. and its submission to REA as part and 
gar of a proposal for a substantial loan which was granted. Upon 
Mr. Austin’s temporary affiliation with this subcommittee, certain 
members of the Colorsdo-Ute board appear to have been diverted 
from their business of providing power foe their member systems into 
a political foray against the very agency to which they had poured 
out their expression of deepest gratitude only a few months before. 
If the Colorado-Ute venture founders as a result of this distraction, 
the credit for this unfortunate occurrence will not be difficult to assign. 

The voluminous hearings included several news items and editorials 
from Denver newspapers. The minority direct attention to an edi- 
torial entitled “Shotgun Nonsense” which appeared in the October 14, 
1955, issue of the Denver Post (appendix B, exhibit A) which includes 
the following significant lines: 


Considering the mutuality of benefit apparent in the Colo- 
rado-Ute contract with Western Colorado Power, and the 
factors taken into account in arriving at the contract, we do 
not believe the co-op has a legitimate squawk. The mere 
assertion that some directors of Colorado-Ute didn’t “want” 
things the way they turned out is no proof of bad faith or 
coercion by Mr. Nelsen and the REA. 


The majority report charges Rural Electrification Administrator 
Nelsen with “going along” with the “crash plan to destroy the in- 
tegrity of” Federal power programs (report, pp. 1, 15). It is not 
clear just what area this general charge is intended to cover. It is 
completely groundless. 

The record of the hearings shows that Rural Electrification Ad- 
ministrator Nelsen worked hard to preserve the integrity of Federal 
power programs. He helped the Georgia cooperatives toward achiev- 
ing their objectives with respect to Clark Hill power. He made a 
su tial loan to a group of Colorado cooperatives in a very short 
period of time after they had waited 14 years for such action. He 


*In this connection, attention is invited to appendix B, exhibits F and G, which show 


resolutions since the hearings which ind cate lack of confidence in Mr. Austin’s 
principal witness, Mr. Meaker. 
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assisted the Harney, Oreg., cooperatives in their pee negotiations 
with Bonneville Power Administration and Idaho Power Co. and took 
quick and favorable action on their loan application. All of these 
groups have expressed their seep appreciation to Mr. Nelsen in writ- 
ng (See hearings, pe. 1453, 1456, and appendix B, exhibit K.) 

e criticism and the charges directed at Mr. Nelsen emanate from 
the majority and the majority staff and not from the witnesses. The 
attacks upon Mr. Nelsen in the report follow the pattern set by the 
subcommittee against Mr. McKay and others in the Interior Depart- 
ment. 

Administrator Nelsen made an excellent witness and gave an im- 
pressive account of his stewardship of the REA program. It is re- 
grettable that the author of the majority report felt constrained to 
overrule the judgment of the chairman of the full committee, Mr. 
Dawson, when he complimented Mr. Nelsen as “a good Administrator” 
(hearings, p. 1488) and stated (hearings, p. 1497) : 


Personally I think you have a wonderful record of service 
behind you * * *, 


CONCLUSION 


The majority report has again focused attention on a great issue 
before the American people. Shall the generation and transmission 
of electric power be Federally socialized nationwide? 

The personal political attacks of the report, intended to discredit the 
Administration, while vicious and unprincipled, are secondary to 
the prime objective of the report, which is to build ever expanding 
Federal responsibility in the generation and transmission of electri- 
cal power until it has been fully socialized. 

e report makes it clear that, while the Democratic majority is 
yeaah tog political energy for 1956, it is basically opposed to the 
merican free enterprise principle. 
Respectfully submitted. 
Cuare E. Horrman, 
Victor A, Knox, 
Cuartes R. Jonas, 
Wirtiam E. MinsHatt, 
Minority Members of the Subcommittee 
on Public Works and Resources. 
Heten M. Boyer, 
Minority Professional Staff. 
Joun Pate Carison, 
Minority Counsel. 


R. Waurer Rrew_mMan. 
Crcm, 


We concur in the foregoing views: 
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Appenptx A 


Apri 25, 1956. 
Mr. AncuerR NELSEN, 


Administrator, Rural Electrification Administration, 
Department of Agriculture, Washington, D. C. 

Dear Mr. Netsen: When the hearings on power policies and the 
REA closed last fall, controversy continued over the Colorado-Ute 
matter. 

The committee is preparing now to submit a report, and I am just 
wondering what has transpired in that situation during the inter- 
vening 6 months. 

While the record of the hearings has been closed, and there may not 
be any opportunity to add further information to it, I think the com- 
mittee would like to have a progress report, and to know what prog- 
ress has been made toward disposing of that controversy and others 
that were the subject of discussion in the committee, particularly the 
Harney matter. 

If you will send up as soon as geese any information you have 
available on these matters, we will present it to the committee at its 


next meeting, with the suggestion that some current statement at least 
be added to the record. 


Sincerely yours, 
Crare E. Horrman. 





Aprenpix B 


DeEraRTMENT OF AGRICULTURE, 
Rourau Execrrirication ADMINISTRATION, 


Washington, D. C., May 10, 1956. 
Hon. Cuare E. Horrman, 


House of Representatives. 

Dear ConcressMAN Horrman: In accordance with your request of 
April 25, 1956, we are furnishing you a report of progress which has 
been made in connection with the matters which were the subject of 
discussion before the Subcommittee on Public Works and Resources 


of the House Committee on Government Operations and in which 
REA was directly concerned. 


1. The Colorado-U te loan 


You will recall that the Washington hearings on this matter on 
October 13, 1955, left some uncertainty as to the position and desires 
of this borrower with respect to its $10,155,000 REA loan made on 
May 25, 1955. The president of the cooperative, Mr. Frank Meaker, 
after offering for the record the board resolution of October 3, 1955, 
ratifying and confirming the execution of the operating agreement 
with Western Colorado Power Co. and the REA loan contract, had 
= that this resolution did not speak the real sentiments of the 


I have on at least three separate occasions since October 13, 1955, 


offered to consider any alternative Bi ete that is sound and work- 
able and to assist in every way. No altern 


785845619 


ative to the arrangement 
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rovided in the May 25, 1955, loan has been submitted and there has 
n no indication to me of desire on the part of the cooperative to 
change that arrangement. The actions which have been taken leave 
us no choice but to assume that it is Colorado-Ute’s intent to proceed 
with its power program as provided for in the loan. 

At the time the loan was made and the loan documents transmitted 
on June 6, 1955, it was understood that no funds could be released 
until the board had selected a qualified coal supplier and an appro- 
priate powerplant site with the necessary water rights. 

After considerable discussion of these items by the Colorado-Ute 
board and its member systems, action was taken thereon at a Novem- 
ber 14, 1955, board meeting. Shortly thereafter, 2 of the 4 member 
distribution systems adopted resolutions abrogating their wholesale 
power contracts with Colorado-Ute largely because of dissatisfaction 
with this action. 

The selection of a powerplant site and of a coal supplier, matters 
which must be decided together, and have been under almost con- 
tinuous consideration by the board since the loan was made. We have 
furnished every assistance possible. A tentative solution was reached, 
we are informed, at a board meeting on April 23, 1956. We believe 
that once a decision satisfactory to all is made, the resolutions of the 
two member systems, abrogating their wholesale power contracts with 
Colorado-Ute, will be rescinded. When site selection has been made 
and coal supply arranged by the Colorado-Ute board, to the satis- 
faction of all four member systems, we shall be in a position to con- 
sider removal of the stop order and release of funds. 

The attached exhibits reflect developments which have occurred 
since October 13, 1955, in connection with this loan. 


2. The Delta-Montrose Rural Power Line Association—retail rates 


During his testimony at the Denver hearings on September 7, 1955, 
in connection with the Colorado-Ute loan, Manager F. M. Peterson 
of the Delta-Montrose Association referred to a retail rate increase 
which had been recommended by REA. A loan made to this cooper- 
ative on June 23, 1955, in the amount of $448,000, was placed under 
stop order. One of the stop order conditions was the determination 
that the cooperative’s revenues would be sufficient for repayment of 
the loans within the loan period. 

During the week of October 3, 1955, representatives of the cooper- 
ative and of REA met at Salida and it was agreeed : 

1, That the borrower’s board of directors would submit a resolu- 
tion stating they would consider a rate increase if the association’s 
revenues and reserves prove to be inadequate. The board has 
submitted a resolution to this effect which was adopted at its 
December 8, 1955, meeting. 

2. That $30,000 rea in the loan for the proposed new 
headquarters could be deleted from this loan and rescission made 
na that amount, in order to aid in the financial position of the 

rrower. 

The borrower had already secured a resolution from the Colorado- 
Ute board to route its proposed transmission facilities in such a manner 
as to eliminate the need for Delta-Montrose to. build a transmission 
line from Montrose to Delta with the necessary substation, saving 
approximately $164,000 investment for Delta. igs 
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Before moneys can be released for additional construction to meet 
load increases it will be necessary to secure additional power and 
energy for the interim period. Steps are being taken by the cooper- 
ative to secure power from the city of Delta. en contracts cover- 
ing this power supply have been approved and the other matters 
cleared up, REA funds will be ready for release. 


5. Harney Electric Cooperative 


Following the September 12, 1955, hearings at San Francisco at 
which Robert Welty, consulting engineer for the cooperative, com- 
plained to the committee, among other matters, of REA’s load esti- 
mates and delay in acting upon the loan, REA staff members held 
meetings with the cooperative board, engineer and power company 
people to discuss power supply and revision of the loan application. 
A revised loan application was received by REA on January 12, 1956, 
and an REA loan of $1,110,000 was approved on February 28, 1956. 

The loan was made on the basis of load estimates prepared by REA 
which were adopted by the cooperative board on February 17, 1956, 
as reasonable when predicated on the rate schedules approved by the 
board on January 4, 1956. Wholesale power is to be provided by 
Idaho Power Co. in absence of any feasible means of bringing Bonne- 
ville power into areas without considerable delay or the expenditure 
by the cooperative of large amounts for transmission lines which 
would make the cost of power prohibitive. 

The loan was made subject to stop order. Evidence of compliance 
with arn stop order conditions has been submitted and is being re- 
viewed. 

It should be noted that initial inquiries for an REA loan were made 
for this area as far back as 1946. The formal application upon which 
action was taken after the January 1956 revision was submitted in 
February 1955. In view of the fact that this was an initial loan to a 
new ss gat in an area presenting grave questions of feasibility, 
it would appear that the period of 1 year which elapsed between 
the application and the granting of the loan was, if anything, quite 
short. Despite intimations to the contrary, REA rendered every as- 
sistance possible in bringing electric service to this area. 

The attached Harney fink exhibits reflect developments which 
have occurred since September 12, 1955, in connection with this loan. 

We trust that the foregoing fully meets your rte poke If we can 
be of any further assistance, please feel free to call upon us. Your 
interest is greatly appreciated. 

Sincerely yours, 
Ancuer Netsen, Administrator. 


EXHIBITS REFLECTING DEVELOPMENTS IN CONNECTION WITH— 
The Colorado-Ute Electrie Association loan 

A. Editorial appeari og in October 14, 1955, issue of the Denver 
Post under the ing “Shotgun Nonsense.” 


B. November 4, 1955, letter from REA Administrator Nelsen to 
President Frank Meaker with copy of June 6, 1955, letter transmitting 


LY 
the loan documents and setting forth the stop order conditions. 
C. November 14, 1955, statement of position of REA Administrator 
Durango, Colo. 


Nelsen issued at 
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Post under the he “Nucla Chosen for REA Powerplant.” 

E. Editorial appearing in November 23, 1955, issue of the Denver 
Post under the heading “How To Throw Away 10 Million Clams.” 

F. Letter to REA Administrator Nelsen dated November 22, 1955, 
from the Empire Electric Association of Cortez enclosing resolutions 
adopted by the board on November 21, and Administrator Nelsen’s 
December 30, 1955, response. 

G. Letters to REA Administrator Nelsen dated November 22 and 
25, 1955, from the LaPlata Electric Association of Durango enclos- 
ing resolutions adopted by the board on November 21, 1955, and Ad- 
ministrator Nelsen’s December 30, 1955, response. 

H. Letter to President Meaker dated March 22, 1956, from REA 
Administrator Nelsen. 


D. News item mS ere in November 15, 1955, issue of the Denver 
ading 


The Harney Electric Cooperative loan 


I. January 6, 1956, letter from President Young to Fred Hamlin, 
Head, Operations Section, Western Area Office, REA, expressing 
appreciation for REA assistance. 

J. February 17, 1956, board resolution adopting load estimates. 

K. February 28, 1956, telegrams from President Young to Admin- 
istrator Nelsen and Mr. Hamlin expressing appreciation for their 
efforts in obtaining REA loan. 


Aprenprx B—Exurerr A 


(The Denver Post, October 14, 1955] 
Suoreun NoNsENSE 


A committee of Congress is trying to find out whether Ancher 
Nelsen, Administrator for the REA, forced a southeast Colorado elec- 
tric cooperative into an operating-lease agreement with a private 
utility as a condition of a $10 million loan to provide the co-op with a 
generating and transmission system. 

The suspicion of the controlling Democrats on the committee is that 
the Eisenhower administration is trying to force accommodations be- 
tween the co-ops and the private utilities, against the wishes of the 
former and at the behest of the latter. 

The committee has held hearings both in Denver and in Washing- 
ton. The transcript of the Denver proceedings showed that some mem- 
bers of the Colorado-Ute G-T Co-op wanted the Government loan 
without a contractual arrangement with the Western Colorado Power 
Co. But the testimony of Ray Moses, Alamosa attorney and counsel 
for the co-op, revealed that the agreement with the private company 
was not without some benefit to the co-op, the interests of which were 
carefully asserted by REA representatives during negotiations, And 
the views of some most violently eg to the contract were or: 
ported less by specific objections to contract’s terms, than to the 
whole idea of teaming up with the power company. 

Mr. Nelsen did express understandable concern about ting 
the G-T loan on the basis of ing industrial and mining loads in 
the co-op’s widening service area. We think he was obliged to express 
that concern, considering the language and intent of the REA Act, 
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and the disastrous consequences to participating co-op members that 
could result (and have resulted) from overly speculative G.-T. pro- 
grams. He was justified in urging the co-op directors to examine other 
partnership arrangements elsewhere in the country. 

Considering the mutuality of benefit apparent in the Colorado-Ute 
contract with Western Colorado Power, and the factors taken into 
account in arriving at the contract, we do not believe the co-op has a 
legitimate squawk. The mere assertion that some directors of Colo- 
rado-Ute didn’t “want” ene the way they turned out is no proof of 
bad faith or coercion by Mr. Nelsen and the REA. 

The Denver Post has championed all REA co-ops and the rural 
electrification movement against those who might like to withhold their 
lawful preference on public pores against those who would cut off 
their funds for expanding and “heavying-up” loans and against those 
who would force upward REA’s interest and repayment rates, But 
co-op units, whether organized for the distribution of power supplied 
by others, or for the generation and transmission of their own energy, 
must operate within the limits of both the law (including its intent) 
and economic feasibility. 

Whether or not Colorado-Ute, unencumbered by partnership with a 
utility, met all reasonable standards for a G.-T. loan is at least de- 
batable. ging of the contracts as signed obviously believe the 
co-op could have performed better alone than if now can with a 
partner. But if they are being handicapped in some way by such a 
contract (in a way not apparent to us) they are also beneficiary of some 
significant protection under it. And it strikes us as emotional and 
irresponsible to cry oo the proposition as a “shotgun wed- 
ding.” That reflects no it on the REA movement in Colorado or in 
the Nation as a whole. 





Aprenpix B—Exuusir B 


Novemser 4, 1955. 
Mr, Frank MEAkKeER, 
President, Colorado-Ute Electric Association, Inc., 
Montrose, Colo. 

Dear Mr. Meaxer: This letter is written in the hope that we may be 
able to reach a better understanding than we—at least we in REA— 
now have in regard to the $10,155,000 loan made to your organization 
on May 25, 1955. During the past several weeks it has become evident 
that within your membership there is dissatisfaction with this loan. 
This situation is of much concern to us because we feel an undertaking 
of such magnitude and importance should be approached with com- 
plete ectentain all the parties involved. 

To review briefly the developments Sraing the last 18 months may 
be helpful in order to determine where we should go from here. 

In J une 1954 your representatives met with me here in Washington. 
At that time, because of the favorable experience had by others, I 
suggested Yookin g into plans other than the isolated plant which you 


were considering at that time. Subsequently an operating agreement 

between your association and the Western Colorado Pete Co. was 

agreed upon in December 1954, and executed by both parties on 

April 28, 1955. On the basis of this agreement we p your loan 
78534—66——20 
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a and the loan was approved subject to certain conditions 
of which you were advised in our letter of transmittal of the loan 
documents. 

For convenience, a copy of this letter is attached. We have not yet 
been notified by your association that all the provisions outlined in 
this letter have been met. As is pointed out in the letter, as far as 
REA is concerned these are the only conditions upon which the advance 
of loan funds depends. 

We understand that at least two of your members will soon be 
installing small generating units to supplement the power from the 
existing supply. It is evident, therefore, that you are now in a period 
of insufficient power. Steps need to be taken without delay to alle- 
viate this power shortage and that is why we are anxious to clear up, 
if possible, the situation regarding the loan. 

As I said before, any undertaking to meet your power problem 
should be with complete harmony among the parties. Unless this is 
achieved, I do not see how it can be counted on as a long-range solution. 
It is my hope that you will give this matter your most serious con- 
sideration. All of our actions in connection with this loan have been 
based on resolutions of your board of directors. We are continuing 
to follow the direction of the board as expressed in its resolutions, 
because we have no real alternative to that. At the same time, state- 
ments are being made that the official actions of the board do not 
reflect the true feelings of the members. This is most disquieting and 
unsatisfactory, and we would really appreciate any clarification you 
can give us. 

In the course of my testimony October 13 before the Government 
Operations Subcommittee, I indicated willingness to meet with your 
board if you wished to try to work out something ible and feasible 
in all the circumstances. I want to make clear that I am not askin 
for such a meeting but merely that I am available in the interests o 
working out a clearer course of action for the future. 

In view of the extensive publicity this matter has had and in view 
of the confusion and misunderstanding that exists, it seems to me 
that if such a meeting is held the full boards of your four member 
systems should attend. In that way, all points of view could be aired 
and all of those most directly concerned would have the full back- 
ground concerning any agreement that might be reached. Only under 
those circumstances, it seems to me, could such a meeting be successful 
in eliminating the atmosphere of conflict and misunderstanding that 
now surrounds this whole matter. 

Sincerely yours, 
Awncuer Netsen, Administrator. 


JuNE 6, 1955. 
Subject : Colorado 46 A Ute GT. 
Mr. Frank MEAKER, 
President, Colorado-U te Electric Association, Inc., 
Montrose, Colo. 
Dear Mr. Meaxer: A loan in the amount of $10,155,000 has been ap- 


proved for your association under the provisions of the Rural Elec- 
trification Act of 1936 as amended. 






ee 
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This loan will provide funds for the following purposes: 


To finance the construction of a generation plant building, 3 12,650- 

kilowatt steam turbine generating units, adequate boiler capacity 

and related costs including overhead and equipment $6, 813, 250 
To finance the construction of transmission facilities consisting of 

approximately 164 miles of 115-kilovolt transmission line, suf- 

ficient step-up substation capacity to supply the requirements of 

your association, interconnections with Western Colorado Power 

Co.’s transmission system, overhead and other miscellaneous costs__ 3,069, 350 
To finance general plant and other expenses including office and ware- 

house facilities, general plant and communication equipment, sys- 

tem studies, contingency and preloan costs__...._...._.--_.-____ 272, 400 





©, RI, SEMIN, TO ON in as i nerriren greene mneedpeesesterissenoanceasesacnens 10, 155, 000 


All of the loan funds shown above are under stop order as defined 
in the loan contract and shall remain so until all of the following con- 
ditions are met: 


1. Approval by the Administrator of loans by the Government 
to Colorado 20 Delta, Colorado 26 San Miquel, and Colorado 33 
Dolores in amounts sufficient to enable such associations to meet 
a ee werload requirements for the year 1959. 

2. The submission of evidence satisfactory to the Administra- 
tor that the retail rate schedules of the Delta-Montrose Rural 
Power Lines Association of Delta, Colo., will enable it to repay 
its loans from the Government within the times agreed upon. 

3. The execution and delivery of wholesale power contracts, 
between Colorado-Ute Electric Association, Inc., and its mem- 
bers, satisfactory in form and substance to the Administrator. 

4. Submission in form and substance satisfactory to the Admin- 
istrator of a performance bond or other assurance by a coal sup- 
plier that said supplier can supply coal to meet the needs esti- 
mated for the Colorado-Ute system. 

5. Submission by your association of assurance that it can 
acquire a site approved by the Administrator for the proposed 
steam-generating plant, together with necessary water rights 
under terms and conditions satisfactory to the Administrator. 


When the above conditions are met, funds in the amount of $7,925,- 
000 may be released from stop order with the understanding that only 
an amount necessary to purchase the site and water rights mentioned 
in (5) above, may be advanced, until your association has submitted 
evidence that it has acquired good and sufficient title to such site and 
water rights. 

The balance of $2,230,000 will remain under stop order until your 
association has submitted evidence, in form and substance satisfactory 
to the Administrator, showing the need for a third 12,650 kilowatt 
steam generating unit to supply the loads of its members. 

The enclosed master budget sets forth in detail the items covered 
in this loan. Any division from this budget should have prior REA 
approval. Attached to the master budget you will find a statement 
entitled “Information Concerning Payment of Attorney’s Fees From 
Loan Funds,” which furnishes required information relating to legal 
services and fees. 

The necessary loan documents together with complete instructions 
with respect to their authorization, execution and further legal action 
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to be taken in connection with this loan are also enclosed. These 

instructions and accompanying papers should be discussed by you 

immediately with your attorney in order that all necessary action may 

be taken without delay. 

We shall be pleased to be of further ay to you in your efforts to 
serve your members with electricity at the lowest possible cost. 

Very truly yours, 

C. L. Scxruttz, Director, Western Area. 





NovemBer 14, 1955. 
Aprrenpix B—Exarsrr C 


SraTemMeEnt or Posrrion Expressep sy ANcHER NELSEN, ADMINISTRA- 
TOR OF Rurau EvecrriricaTion ADMINISTRATION 


Because of separa dissatisfaction over the proposed Colorado- 

Ule pawernient, wish to make this statement. 

is is a $10 million venture and complete harmony and acceptance 
is necessary. If the cooperative feels the Pg ue arrangement 
which is now ready to go does not present the greatest possibility 
for success to the farmers and the rnment, it would apeees to 
be a mistake to proceed. That decision the co-op must make. 

If the cooperative wishes to present an alternative proposal that 
is sound and workable, we will be glad to consider and assist them 
in every way. This area needs power and continued delay will be 
detrimental to this State’s best interest. 

We will work with you to solve the problem. 


















Aprenprx B—Exurierr D 
{The Denver. Post, November 15, 1955] 


Nucia Cuosen ror REA PowrerrLantr—New Tirr Seen On Sire 
CHoIce 


Denver Post special 


Duraneoo, Coro., November 15.—The southwestern Colorado town 
of Nucla has been chosen as the site of a proposed new $10 million 
steam-powered generating plant which will serve four REA co- 
operatives in this section of the State. 

Announcement of the location was made after a meeting here of 
eke gt the Colorado-Ute Electric Association, which will build 

e plan 

The choice of Nucla generally was rded as a surprise since both 
D and Cortez had been considered more likely sites. Reported- 
y 4 directors favored the Nucla site, while 2 votes each were cast 

voring the other cities. . 

Frank Meaker of Montrose, president of the association, said work 
on the giant plant is scheduled to get underway next spring. 
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REA CHIEF PRESENT 


Among those present for the directors’ meeting was Ancher Nelsen, 
National REA Administrator. He said he regarded the development 
as opening the way for great expansion in southwestern Colorado. 

Besides serving the four REA cooperatives—Empire Electric of 
Cortez, La Plata Electric of Durango, Delta-Montrose Electric, and 
the San Miguel Power Co. of Nucla—the new plant will provide power 
for the booming uranium industry of southeastern Utah. 

The Western Colorado Power Co. of Montrose will operate the 
installation. 

Rumbli of dissension already have been heard regarding the 
site choice, however. ; 

One of the directors voting against Nucla as the site said Empire 
directors stated definitely after the vote that they “could not go along 
with the deal, particularly in view of the high cost of coal at Nucla.” 


MEAKER TOOK OVER 


He said “Meaker took it into his own hands from there.” The same 
director said Ia Plata and Empire boards, at adds up to now in the 
location quarrel, plan tentatively to meet in Cortez next Monday “to 
see what we can do” about the board decision. He explained dissent- 
ing directors were not sure about their ee position since all four 
oer have signed power commitments with Western Colorado Power 


In announcing the Nucla decision, Meaker said it was not unani- 
mous, but “the Administrator has informed us he will & along with 
a majority vote.” However, dissenting directors immediately raised 
a question as to whether the 4-2-2 vote did give Nucla a majority. 

elsen, who flew here Sunday from Washington, left satisfied that 
he had 74 the controversy over Meaker’s charge that Nelson forced 
Colorado-Ute into a “shotgun wedding” with Western Colorado 
Power Co. before approving the loan for the southwestern Colorado 
plant. He said he offered to entertain any “alternative proposal that 
is sound and workable,” and that the board did not suggest dropping 
the arrangement with Western Colorado Power. 


HARMONY “NECESSARY” 


Under the arrangement Colorado-Ute would build the plant and 
Western Colorado would operate it with privilege of selling any sur- 
plus power beyond needs of the four co-o 

In his statement to the board, Nelsen‘said : 

“This is a $10 million venture and complete harmony and rps ge 
is necessary. If the co-op feels the proposed arrangement which is 
now ready to go does not present the greatest possibility for success 
to the farmers and the Government it would appear to be a mistake 
to proceed. That decision the co-op must e. This area needs 
power and continued delay would be detrimental to this State’s best 
interest. 


Meaker made his “sho wedding” charges before the Chudoff 
committee on governmental operations in Denver and in Washington. 
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On October 3 the Colorado-Ute board passed a resolution apne 
Meaker spoke for himself and the board was satisfied with the loan 
arrangement. 





Appenpix B—Exuarsir FE 
{The Denver Post, November 23, 1955] 


How To Turow Away 10 Mititi0on Ciams 


A consolidated cooperative in southwestern Colorado, known as the 
Colorado-Ute Electrical Association, appears in danger of smashing up 
on the rocks of internal dissent. If that happens, it will be a testi- 
monial to childishness among men who had a superb opportunity to 
serve thousands of people, and failed. 

The Colorado-Ute Co-op was organized to provide major power 
generation and transmission for constituent co-ops at Durango, Cor- 
tez, Delta-Montrose and Nucla which now serve more than 10,000 
meters. After years of toil and trouble and a white-hot controversy 
involving the National Rural Electrification Administration itself, the 
Colorado-Ute group was awarded a loan of $10 million to expand the 
power supply of that region. 

Now the participating co-ops have had a falling out over the location 
of the central power generation plant. Unless they get back together 
and agree on a plant site, there will be no $10 million loan and no 
plant. The REA, which does not have unlimited funds, would be 
justified in diverting the Colorado money elsewhere. And the co-ops 
would have no one to blame but themselves. 

Last August it was agreed, by a vote of 6 to 2, that the plant should 
be constructed at Cortez. (Each of the 4 co-ops has 2 votes and 
Durango presumably voted for itself, with the other 3 voting for Cor- 
tez, about 60 miles away.) After Durango raised a question about the 
coal supply, the final decision was deferred pending an independent 
engineering study of the coal available at Durango and Cortez. That 
study—although to some observers vague and uncertain—was inter- 
preted in different ways by the contending co-ops. Because the north- 
ern co-ops would dispose of most of the new power, some evidence ap- 
peared in behalf of locating the powerplant at Nucla. 

November 14, when a vote was taken again, the two northern co- 
operatives (Delta-Montrose and San Miguel at Nucla) voted to locate 
the plant at Nucla, while Durango and Cortez each presumably 
voted for themselves. And that vote threw more sand into the gears, 
since it was claimed that the power costs at Nucla (although more 
centrally located) would actually be higher than at the two more 
southern locations. 

Now it has been announced that Cortez and Darengo are threaten- 
ing to withdraw from Colorado-Ute (although both have a contract 
binding them to buy power from the G. & T. co-op). 

Our information sug, that if Cortez and ngo could com- 
promise their claims and agree on the plant’s location at one place or 
the other, the two other cooperatives would vote in favor of Cortez 
or Durango. That would settle the matter; and construction could 
get under way on the generation plant to the benefit of the farms, the 
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homes, the businesses, and industries throughout the cooperatives’ 
service area. 

It has been said that as long as they had a “common enemy,” that 
foe being a private utility, the four co-ops worked well in harness. 
But when that object of mutual dislike was reduced in importance, 
and even tied into the Colorado-Ute system for an enlarged power 
supply, the co-ops fell to yryn among themselves—to the expense 
of and to the discredit of all. 

Such conduct is a poor advertisement not only for public power as 
such but for the efficacy of the rural electrification movement which, 
until the present, has enjoyed heroic success in meeting the electrical 
needs of rural America. 





Aprenpix B—Exuteir F 


Decemper 30, 1955. 
Mr. I. W. Patrerson, 


Manager, Empire Electric Association, Inc., 
ortez, Colo. 


Dear Mr. Patrerson: I hope you will excuse my delay in answer- 
ing your letter of November 22, 1955. As you know, I have only 
recently returned from Geneva where I attended certain sessions of the 
United Nations Committee on Electric Power. 

Your letter and the enclosed resolution of your board of directors 
express the desire to obtain a release from the wholesale power con- 
tract between your cooperative and the Colorado-Ute Electric Asso- 
ciation. The resolution states the reasons for your board’s decision 
and requests my approval. 

At the outset, I wish to emphasize that it is for you local people to 
make the basic final determinations as to the best means of solving your 
peon-ahestnge problems which, as you are fully aware, are immediate 
and urgent. The particular power system contemplated by the loan 
to Colorado-Ute was provided for because that appeared to be what 
the Colorado cooperatives wanted. Your board’s resolution, you of 
course realize, represents a serious move which may cause considerable 
delay in solving your power-supply problems and which may mean 
the scrapping of a power system which has, we understand, been a 
long-time objective of your area. If this should happen we would be 
especially concerned that adequate alternative power-supply solu- 
tions be promptly sought. 

Before final steps are taken, I know your board would want to feel 
that every possible effort has been made to resolve local differences 
and to be in a position to go forward with a rete program 
which is acceptable to all the cooperatives concerned. I want to be 
sure that I am not understood as attempting to direct your thinking 
toward any particular end. eenek 3 am compelled to call your 
attention to some of the legal matters which have to be resolved before 
ry, final ey Sally me by you. 

t is not from your letter and resolution whether the matter 
of the termination of your power contract with Colorado-Ute has 
been taken up by you with Colorado-Ute. If this has not been done, 
it would seem to be advisable that steps be taken, if this represents 


your final decision in the matter, to obtain agreement from Colorado- 
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Ute to your release from your contract. In the absence of such agree- 
ment, our General Counsel’s Office, on the basis of your letter and 
resolution, advises us that it is not clear that your termination would, 
as a legal matter, be upheld if judicially challenged by Colorado-Ute. 

If REA were presented with a proposed termination agreement 
executed by both Aciorado-Ute and your cooperative, there would still 
be certain problems raised in connection with our approval. We would 
have to consider the effect of such a termination upon the feasibility 
and other bases of the project and its legal justification. It may be 
that the changed situation resulting from the loss of 1 or 2 member 
cooperatives would make it unfeasible or illegal for REA to proceed 
with the loan to Colorado-Ute, at least in its present form or scope. 
Of course we are not at this time in a position, nor are we attempting 
to decide this question. 

Similarly, we are not in a position at this time to foresee what 
effect any final steps in connection with your release or in connection 
with any substantial modification of the scope of the project would 
have as regards the contract between Colorado-Ute and Western Colo- 
rado Power Co. 

I shall await word from you as to any action that your board may 
take or propose in the light of the observations made in this letter. 

Sincerely yours, 
Awncuer Netsen, Administrator. 


Empre Exrecrric AssocraTtion, INc., 
Cortez, Colo., November 22, 1955. 
ANCHER NELSEN, 
Administrator, Rural Electrification Administration, 
Washington, D.C. 

Dear Mr. Netsen: Attached to this letter is a copy of a resolu- 
tion passed by the we Ds Electric board of directors at a special 
meeting held Monday, November 21, 1955. 

This will be notice to you as Administrator of the Rural Electrifi- 
cation Administration of the intentions of the Empire Electric board 
of directors with relation to the actions taken at the Colorado-Ute 
Electric Association, Inc., meeting held at Durango, November 14, 
1955, especially with reference to the attempt to locate the plant at 
Nucla, and to secure release of the wholesale power contract between 
the Empire Electric Association, Inc., and the Colorado-Ute Electric 
Association, Inc. 

Very truly yours, 
Empree Execrric Association, Inc., 
I. W. Patrerson, Manager. 


“Be it resolved, That the board of directors of the Empire Electric 
Association, Inc., that the following statement be rel to the press 
and radio, and that a copy be sent to Mr. Ancher Nelsen, Adminis- 
trator of the Rural Electrification Administration: due to the arbi- 
trary manner in which Mr. Meaker conducts the Colorado-Ute 
Electric Association meetings, and due to his “shotgun wedding” 
charge, which we believe is entirely unfounded, we hereby express 
our lack of confidence in his leadership and request that he resign.” 
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RESOLUTION 


At a special meeting of the directors of Empire Electric Associa- 
tion, Inc., held at its principal place of business in Cortez, Colo., No- 
vember 21, 1955, a quorum being present, the following resolution was 
unanimously adopted : 

“Whereas at a regular meeting of the board of directors of Colorado- 
Ute Electric Association, Inc., held at the Strater Hotel in Durango, 
Colo., on Monday, November 14, 1955, among other items of business 
transacted, a vote was taken to select a powerplant site for the Colo- 
rado-Ute powerplant; and 

“Whereas at said meeting 4 directors voted for Nucla, as the power- 
plant site, 2 voted for Durango, and 2 voted for Corez; and 

“Whereas such vote resulted in a deadlock in that a majority vote 
was not cast for Nucla as provided in article II, section 5 of the bylaws 
of the said Colorado-Ute Electric Association, Inc., which provides 
that “all questions shall be decided by a majority of the members rep- 
resented”; and 

“Whereas the purported selection of Nucla as the plate site was con- 
trary to the original plan of the Colorado-Ute board of directors in 
that the plantsite selection was to have been on the basis of lowest 
delivery cost per kilowatt; and 

“Whereas the proposed selection of Nucla as the powerplant site 
would result in the least economically feasible location as evidenced 
by prior engineering reports and studies: Now, therefore be it 

“Pesolve by Empire Electric Association, Inc., That Empire Elec- 
tric Association, Inc., give notice to the Rural Electrification Adminis- 
tration Administrator, the Colorado-Ute Electric Association, Inc., 
its attorneys and its engineers that Empire Electric Association 
hereby rejects and refuses to be bound by the action of the Colorado- 
Ute Electric Association, Inc., at its November 14, 1955, meeting, in 
attempting to select Nucla as the powerplant site, for the reasons above 
set forth ; and be it further 

“Resolved, That effective as of this date, November 21, 1955, the 
Empire Electric Association, Inc., hereby abrogate that certain whole- 
sale power contract between Colorado-Ute Electric Association, Inc., 
and Empire Electric Association, Inc., bearing effective date of 
July 20, 1955, subject to the approval of the Rural Electrification 
Administration Administrator, which cpyrersl is hereby requested 
that a certified copy of this resolution when received by the Rura 
Electrification Administration Administrator and Colorado-Ute Elec- 
tric Association, Inc., its attorneys and its engineers shall be deemed 
to be notice of such action on the part of Empire Electric Association, 
Inc. 

“OQ. E. Scuixcen, President.” 
Attest : 
Dan B. Hunter, Secretary. 


Thereby certify that the above and foregoing is a true and exact copy 
of the original now on file in the official minute book of Empire Elec- 
tric Association, Inc. 


Dan B. Hunter, Secretary. 
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Apprnpix B—Exurisrr G 


Decemser 30, 1955. 
Mr. Lioyp B. Mason, 
President, LaPlata Electric Association, 
Durango, Colo, 

Dear Mr. Mason: I hope you will excuse my delay in answering 
your letter of November 25, 1955. As you know, I have only recently 
returned from Geneva where I attended certain sessions of the United 
Nations Committee on Electric Power. 

Your letter and the enclosed resolution of your board of directors 
express the desire to obtain a release from the wholesale power con- 
tract between your cooperative and the Colorado-Ute Electric Associa- 
tion. The resolution states the reasons for your board’s decision and 
requests my approval. 

At the outset, I wish to emphasize that it is for you local people 
to make the basic final determinations as to the best means of solving 
your power-shortage problems which, as you are fully aware, are im- 
mediate and urgent. The particular power system contemplated by 
the loan to Colorado-Ute was provided for because that appeared to be 
what the Colorado cooperatives wanted. Your board’s resolution, 
you of course realize, represents a serious move which may cause con- 
siderable delay in solving your power-supply problems and which 
may mean the scrapping of a power system which has, we understand, 
been a longtime objective of your area. If this should happen we 
would be especially concerned that adequate alternative power-supply 
solutions be promptly sought. 

Before final ae are taken, I know your board would want to feel 
that every possible effort has been made to resolve local differences 
and to be in a position to go forward with a power-supply program 
which is acceptable to all the cooperatives concerned. T-waes to be 
sure that I am not understood as attempting to direct your thinking 
toward any particular end. However, I am compelled to call your 
attention to some of the legal matters which have to be resolved before 
any final step is taken by you. 

It is not clear from your letter and resolution whether the matter 
of the termination of your power contract with Colorado-Ute has 
been taken up by you with Colorado-Ute. If this has not been done, 
it would seem to be advisable that steps be taken, if this represents your 
final decision in the matter, to obtain agreement from Colorado-Ute 
to your release from your contract. In the absence of such agreement, 
our General Counsel's Office, on the basis of your letter and resolution, 
advises us that it is not clear that your termination would, as a legal 
matter, be upheld if judicially challenged by Colorado-Ute. 

If REA were presented with a proposed termination agreement exe- 
cuted by both Colorado-Ute and your cooperative, there would still be 
certain problems raised in connection with our approval. We would 
have to consider the effect of such a termination upon the feasibility 
and other bases of the project and its legal justification. It may be 
that the changed situation resulting from the loss of one or two mem- 
ber cooperatives would make it unfeasible or illegal for REA to pro- 
ceed with the loan to Colorado-Ute, at least in its present form or 
scope. Of course we are not at this time in a position, nor are we at- 
tempting to decide this question. 
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Similarly we are not in a position at this time to foresee what effect 
any final steps in connection with your release or in connection with 
any substantial modification of the scope of the project would have as 
regards the contract between Colorado-Ute and Western Colorado 
Power Co. 

I shall await word from you as to any action that your board may 
take or propose in the light of the observations made in this letter. 

Sincerely yours, 
ANCHER NELSEN, Administrator. 





La Puata Execrric Association, Inc., 
Durango, Colo., November 22, 1955. 
Subject: Colorado 32 La Plata. 
Mr. Ancuer NELSEN, 
Administrator, Rural Electrification Administration, 
Washington, D.C. 

Dear Mr. Netsen: At a special meeting of the board of directors 
yesterday, the following resolution was adopted : 

“Be it resolved by the board of directors of the La Plata Hiectric 
Association, Inc., That the following statement be released to the 

ress and radio, and that a copy be sent to Mr. Ancher Nelsen, Admin- 
istrator of the Rural Electrification Administration: Due to the arbi- 
trary manner in which Mr. Meaker conducts the Colorado-Ute Elec- 
tric Association meetings, and due to his ‘shotgun wedding’ charge, 
which we believe is entirely unfounded, we hereby express our lack of 
confidence in his leadership.” 

Also, a joint meeting between our board and the Empire Electric 
board, a complete report of which will be forwarded to you in a few 
days, was held yesterday. The session was completely harmonious, 
and I believe that it was a successful first step toward solving our 
ey problems. A five-man committee was appointed, and you will 
¢ kept advised of our actions. 

Yours very truly, 
G. W. Grancer, Manager. 





La Puata Execrric Association, Inc., 
Durango, Colo., November 25, 1955. 
Subject: Colorado 32 La Plata. 
Mr. AncHER NELSEN, 
Administrator, Rural Electrification Administration, 
Washington, D. C 

Dear Mr. Netsen: You will please find attached a copy of a resolu- 
tion adopted by our board of directors. You will note that it sets 
forth the reasons whereby we are unwilling to accept Nucla as a plant- 
site location. 

Further, the resolution requests your approval for release from the 
wholesale power contract with Colorado-Ute Electric Association, 

ne. + 
Your recommendations will be greatly appreciated. 
Yours very truly, 


Luoyp B. Mason, President. 
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“Be it resolved, That the board of directors of La Plata Electric 
Association, Inc., instruct its two board members of the Colorado Ute 
Electric Association, Inc., Lloyd B. Mason and John W. Carlson, to 
follow the recommendations of the Laramore report and the Charles 
report, both without modifications, or else it will be impossible for 
the La Plata Electric Association, Tne., to go along with the present 
plans of the Colorado Ute Electric Association.” 

I, Wayne J. Lunt, secretary of the La Plata Electric Association, 
Inc., do hereby certify that the above and foregoing is a true and cor- 
rect copy of a resolution adopted by the board of directors of the 
La Plata Electric Association, Inc., at their regular meeting held in 
Durango, Colo., November 10, 1955, 8 members of the board voting 
for adoption of the resolution, 1 abstaining, and 1 member absent. 


[sEAL | Wayne J. Lunt, Secretary. 





RESOLUTION 


At a special meeting of the directors of La Plata Electric Associa- 
tion, Inc., held at its principal place of business in Durango, Colo., 
November 21, 1955, a quorum being present, the following resolution 
was unanimously adopted: 

“Whereas at a regular meeting of the board of directors of Colorado- 
Ute Electric Association, Inc., held at the Strater Hotel in Durango, 
Colo., on Monday, November 14, 1955, among other items of business 
transacted, a vote was taken to select a powerplant site for the Colo- 
rado-Ute powerplant; and 

“Whereas at said meeting 4 directors voted for Nucla as the power- 
plant site, 2 voted for Durango, and 2 voted for Cortez; and 

“Whereas such vote resulted in a deadlock in that a majority vote 
was not cast for Nucla as provided in articlé IT, section 5, of the bylaws 
of the said Colorado-Ute Electric Association, Inc., which provides 
that ‘all questions shall be decided by a majority of the members 
represented’; and 

‘Whereas the purported selection of Nucla as the plant site was 
contrary to the original plan of the Colorado-Ute board of directors 
in that the plant-site selection was to have been on the basis of lowest 
delivery cost per kilowatt; and 

“Whereas the proposed selection of Nucla as the powerplant site 
would result in the least economically feasible location as evidenced 
by prior ns. gag py reports and studies: Now, therefore, be it 

“Resolved by La Plata Electric Association, Inc., That La Plata 
Electric Association, Inc., give notice to the Rural Electrification 
Administration Administrator, the Colorado-Ute Electric Associa- 
tion, Inc., its attorneys and its engineers, that La Plata Electric Asso- 
ciation, Inc., joy”! rejects and refuses to be bound by the action of 
the Colorado-Ute Electric Association, Inc., at its November 14, 1955, 
meeting, in attempting to select Nucla as the powerplant site, for the 
reasons above set forth; be it further 

“Resolved, That, effective as of this date, November 21, 1955, the 
La Plata Electric Association, Inc., hereby abrogate that certain whole- 
sale power contract between Colorado-Ute Electric Association,, Inc., 
and La Plata Electric Association, Inc., ing effective date of July 
20, 1955, subject to the approval of the Rural Electrification Admin- 
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istration Administrator, which approval is hereby requested, that a 
certified copy of this resolution when received by Rural Electrifica- 
tion Administration Administrator and Colorado-Ute Electric Asso- 
ciation, Inc., its attorneys and its aoe shall be deemed to be 
notice of such action on the part of La Plata Electric Association, Inc. 
“Luoyp B. Mason, President.” 
Attest : 


Wayne J. Lunt, Secretary. 

I hereby certify that the above and foregoing is a true and exact 
copy of the original thereof now on file in the official minute book of 
La Plata Electric Association, Inc. . 

Wayne J. Lunt, Secretary. 





Appenpix B—Exuieirr H 


Untrep States DeparTMENT OF AGRICULTURE, 
Rourat Evecrrirication ADMINISTRATION, 
Washington, D. C., March 22, 1956. 
Mr. Frank MEAKER, 
President, Colorado-Ute Electric Association, Inc., 
Montrose, Colo. 


Dear Mr. Meaxer: As I indicated to Mr. Wilson and Mr. Dobbs 
when they were in my office last week I am writing this letter in the 
hope that it may 3 to some solution of the Colorado-Ute deadlock 
within the near future. 

I have been waiting hopefully for word from the Colorado-Ute 
board. It has now been almost 10 months since REA approved the 
$10 million loan for your new powerplant and yet we must recognize 
that even after construction has begun a completed powerplant will 
be a long way off. 

The reports I have received from the area regarding the growing 
seriousness of the power supply situation cannot help but concern us. 
It is my understanding that even with a most favorable schedule of 
construction a brownout in the area may be difficult to avoid. Some- 
thing obviously must be done at once and I can assure you again as I 
have before that I will do everything in my power to help. 

In an effort to clarify ¢he various questions that may be involved 
let us examine briefly what appears to be the general courses open to 
you. One is to proceed on the plan that now is the basis for the loan. 
Another course 1s to propose another plan. 

In regard to the first, I want to make it crystal clear that REA is 
ready to go. Until we have had further action from you, I believe 
we have Ma everything we can preparatory to the advancement of 
loan funds. Two basic questions would seem to need answers to 
justify the wisdom of advancing REA loan money: Do you want to 
proceed and if so where do you ——— to locate your plant? 

At the moment we have official resolutions from two members of 
Colorado-Ute asking to be let out of the co-op. While these actions 
obviously do not make a legal severance, they do raise—until disposed 
of—a question as to the future success of the venture. 
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Your action on the selection of the site for the plant perhaps may 
remove this question. At any rate, we cannot go ahead until you 
have an agreement among yourselves, as a board, as to where you are 
going to put the new power facilities. ‘This decision is, of course, one 
that is for you to make. REA’s interest is that you have an assured 
supply of quality coal and an adequate water supply and that the site 
fits into the physical setup of your power system. A recommendation 
on this from your engineer together with an official action by your 
board indicating that you agree upon and approve of a site is what 
REA needs, 

In regard to the second point I want to say that I believe it would be 
a mistake to proceed with the present plan as contemplated in the 
loan unless you are satisfied at this time that the advantages of the 
contract outweigh the disadvantages. 

I tried to make this position clear in my statement before your board 
on November 14, 1955, at which time I read you the following: 

“Because of apparent dissatisfaction over the proposed Colorado- 
Ute powerplant, I wish to make this statement. This is a $10 million 
venture and complete harmony and acceptance is necessary. If the 
cooperative feels the proposed arrangement which is now ready to go 
does not present the greatest possibility for success to the farmers and 
the Government, it would appear to be a mistake to proceed. That 
decision the co-op must make. If the cooperative wishes to present 
an alternative proposal that is sound and workable, we will be glad 
to consider and assist them in every way. This area needs power and 
continued delay will be detrimental to this State’s best interest. We 
will work with you to solve the problem.” 

I repeat this statement now because I believe it is unfair to let the 
impression stand that no alternative plan was or is acceptable to REA. 
Basically, our objective all along has been to see that farmers get a 
reliable supply of low-cost power. We felt this could best be obtained, 
particularly in an area of sparse population and some speculative load 
growth, by utilizing all of the resources and facilities of the area. I 
think we can all agree that this is a worthwhile objective, however it 
is to be achieved. 

I will say again that I am ready and willing to do all in my power 
to work with all of you to develop a satisfactory solution. The REA 
program is one of the great accomplishments of farm folks of this 
century. With such a tradition to our credit, we ought to be able to 
settle this problem. 

In the interests of getting an understanding wherein a mutually sat- 
isfactory solution may be found, I am sending a copy of this letter to 
directors of the member cooperatives and to others who have asked us 
specifically about our position in this matter. I am also enclosing a 
couple of extra copies for you in the event you wish to give one to your 
attorney and system engineer. 

Sincerely yours, 
Awncuer NELSEN, 
Administrator. 
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Aprenpix B—Exuzsir I 


Harney Execrric Cooprrative, Inc. 


? 
Burns, Oreg., January 6, 1956. 
Mr. Frep Ham, : 


Head, Operations Section, Western Area Office, 
Rural Electrification Administration, 
Washington, D. C. 

Dear Mr. Hamuin: Thank you for your letter of January 4 re- 
garding an appropriate board resolution with reference to the board’s 
action on approval of the estimates in the irrigation study and field 
appraisal as adjusted by the study. 

owever, our meeting was held January 4 and 5 and the resolutions 
taken were those with reference to rates, request of funds, etc. Mr. 
Welty and Mr. Hamilton will complete our formal application which 
will be sent to you by the early part of next week. 

I would like to express my personal appreciation on behalf of our 
board for your consideration and assistance relative to Harney Elec- 
tric and its endeavor in trying to obtain electrical service. We, as a 
board, sincerely feel that we have a feasible project. 

Again, many thanks for your assistance. 

Very truly yours, 


Marvin E. Younc, President. 
b | 





Appenpix B—Exuinsir J 
RESOLUTION 


It is hereby resolved by the board of directors of the Harney Elec- 
trie Cooperative, Inc., this 17th day of February 1956, that the load 
estimates as hereinafter set forth are reasonable estimates when predi- 


cated on the rate schedules approved by this board on January 4, 
1956. 



































Estimated Years following energization— 
Class of consumer kilowatt Sle es nas 
billing de- 
mand 2 5 10 
Farm. _. ss: icg Nis Cietecssmicnlbaatagig ti 315 480 700 
Nonfarm and town residential_. Sajaea ante hee che site tla Givin ich 230 290 400 
Small commercial. . - .- pasate niin Jaden dEbabcemeetamedd 510 585 700 
UN UID By 5 dint in ch dn ndedhenneacaiie EECA tae 65 80 100 
Irrigation (annual) (30 horsepower) -- i TS 25, 500 25, 500 25, 500 
Drainage pumps (annual) a 5 horsepower) .. eedcctkateseeee 4, 500 4, 500 4, 500 
Stock well pumps (annual)... .................}....-.--:--.-- 480 480 480 
Large commercial (annual): 
Crane School (9 months) _._...............- 23 50, 000 50, 000 50, 000 
Malheur Wildlife Refuge. None 6, 500 6, 500 6, 500 
Squaw Butte Experiment — Station | “6 
EE TES Rees i Berea. ae 15 15, 000 15, 000 15, 000 
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Marvin E. Youna, President. 
Attest: 
I, Marcus J. Haines, do hereby certify that the foregoing is a true 
and correct copy of the resolution as passed by the board of directors 


of the Harney Electric Cooperative, Inc., on the 17th day of February 
1956. 


Marcus J. Hartnes, Secretary. 


Aprenpix B—Exuimir K 


Burns, Orea., February 28, 1956. 
ANCHER NELSEN, 


Administrator, Rural Electrification Administration, 
Washington, D. C.: 

On behalf of the Harney Electric Cooperative and the people of 
Harney County, please accept our gratitude and appreciation for your 
efforts toward obtaining our REA loan. 

Marvin E. Youna, 


President, Harney Electric Cooperative. 


Burns, Orec., February 28, 1956. 
Frep HAMLIN, 


Head, Operations Section, Western Area Office, 
Rural Electrification Administration, 
Washington, D. C.: 

On behalf of the Harney Electric Cooperative and the people of 
Harney County, please accept our gratitude and appreciation for your 
efforts toward obtaining our REA loan. 

Marvin E. Youna, 


President, Harney Electric Cooperative. 





ADDITIONAL VIEWS OF HON. L. H. FOUNTAIN 


Ta somewhat with the additional views of my colleague, Mr. 
Fascell of Florida. 

As he pointed out the testimony of the policy officials themselves 
clearly indicates the cold-blooded and unsympathetic attitude of the 

resent administration to implementing congressional intent regard- 
ing ee of power from Federal projects. I think the subcom- 
mittee did a thorough job of riety the effect of the Department 
of Interior and REA policies on public power preference customers. 

I would like to point out that the hearings before the subcommittee 
consist of 1,686 pa The subcommittee’s report contains 254 
pages. Obviously, therefore, it has been impossible for a member 
not on the subcommittee to fully analyze and evaluate such a lengthy 
record within the short time between its publication and action by the 
full committee. spare Sirsa I do not necessarily fully subscribe to 
all of its language, conclusions, and recommendations. 

Surely, we have a right to criticize power companies if we think 
their views and actions are contrary to the public interest and I am 
not unmindful of the attitude of many private power companies 
toward public power. Many of them are doubtless doing everythin 
they can to defeat the implementation of congressional intent regard- 
ing the marketing of power from Federal projects. 

On the other hand, many of them are working in a friendly spirit 
with the REA cooperatives which have made life so much more mean- 
ingful and abundant for thousands upon thousands of our people 
who otherwise may never have enjoyed the benefits of electricity and 
telephones. It is my understanding that the stated purpose of this 
investigation was to learn how “the policies adopted and the actions 
taken by the present Secretary of the Interior and the present Rural 
Electrification Administrator have affected rural electric cooperatives, 
municipal electric systems, and other public agencies which have a 
statutory preferred right to electric power generated at Federal dams.” 
(See R. P. 3.) The subcommittee did an excellent job in that con- 
nection. 

I seriously doubt the wisdom and the fairness, however, of those 
conclusions and recommendations in the report which amount to 
a blanket criticism of all private power companies without any power 
company having had an opportunity to be heard. Since private power 
companies were not being investigated at this time, and since they 
were denied an opportunity to be heard, I believe it is only fair play 
that the report should not have contained such sweeping conclusions 
regarding them. 

or example, recommendation No. 6 of the subcommittee was that 
“Congress launch a full-scale joint investigation by both Houses to 
determine whether or not there is an organized effort of the private 
power companies to influence the Federal administration, the Con- 
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, the governments of the States, and the political life of the 
Vation.” faa yet, in conclusion No. 8 on page 9 of the report the 
subcommittee said : 


The announced administration policy is identical with that 
of the companies. It is designed to sere the Federal power 
program and eliminate every vestige of opposition to the 
establishment of a complete private power monopoly in the 
United States. In carrying it out, the activities of the In- 
terior Department and the private companies are completely 
coordinated in each region of the country. 


Since the investigation recommended has not been made, it seems to 
me that conclusion No. 8 and other blanket denunciations of al] power 
companies before the companies have had a chance to be heard, should 
not have been in this report. 

The report indicates that two companies in my own State were 
denied the privilege of testifying during the hearings. 

I have frequently disagreed with policies and activities of some 
of the power companies and I have not hesitated to publicly express 
my disagreement. However, they are an integral, necessary, essential, 
and significant segment of our economy and private enterprise sys- 
tem in America. Both private and public utilities are essential to our 
way of life and in the best interests of the general public. Neverthe- 
less, whether or not we agree with the policies and/or activities of 
pane utilities, if their policies and activities are to be investigated, 

fore they are judged, they should be afforded the opportunity to 
be heard and to present their views, regardless of whether or not 
their testimony would change the views of the committee. They 
should receive a fair hearing and careful consideration should be given 
to the evidence they present. After that is done, let the chips fall 
where they may. 





ADDITIONAL VIEWS OF HON. PORTER HARDY, JR. 


_I am in substantial agreement with Mr. Fountain’s additional 
views. 





ADDITIONAL VIEWS OF HON. JOE M. KILGORE 


_I voted to adopt the committee report so that the report in its en- 
tirety might be brought to the attention of the Congress. However, I do 
not subscribe to all the conclusions and recommendations contained 
therein. 





ADDITIONAL VIEWS OF HON. DANTE B. FASCELL AND 
HON. ROBERT H. MOLLOHAN 


We are submitting additional views to the committee report in order 
to make specific comment on certain points about the report which we 
feel need emphasizing. 

The report is thorough. Its findings, recommendations, and con- 
clusions crystallize clehrty the administration’s control and the policy 
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changes sought and effected over long-standing congressional intent on 
river-basin development and generation of electric power therefrom by 
the Federal Government. 

We believe it is abundantly clear from the testimony that the policy 
officials who testified are not sympathetic to the implementation of con- 
gressional intent, as has been interpreted by the Attorney General of 
the United States (as a matter of law), by Congress (as a matter of 
policy), and by power experts (from a purely technical and 

usiness viewpoint). 

The defect in implementing public power policy lies not only in the 
Later pt administration of the law, but also in the hes itself. Obvious- 
y, if preference customers don’t presently have transmission lines to a 
Federal project bus bar, several alternatives are available to carry out 
the congressional intent of making public power available to these 
preference customers. They are: ~ 

(1) The cooperative or other preference customer must by its own 
financing, with or without Government assistance, build transmission 
lines from its consumer area to the project; or (2) the Congress must 
appropriate funds to build transmission lines from the Federal proj- 
ect to the preference customers; or (3) an arrangement must be made 
whereby the Federal power is wheeled across the transmission lines 
of a private utility and delivered by it to the preference customer. 

In the case of a wheeling contract, it is necessary to bring together 
three parties into agreement; the Federal Government (producer), 
the private utility (transmission agent), and the preference customer. 
This must be done voluntarily. It1is obviously an arms-length transac- 
tion for the private utility and the preference customer—with the 
Government in all cases being in the middle attempting to satisfy both 
parties and, at the same time, implement Federal power policy as in- 
tended by Congress. Furthermore, why should a private utility wheel 
public power to its competitor preference customer when the private 
utility 1s buying the public power at dump rates because it is the only 
available user ¢ 

Because of this situation, we do not feel it is proper to condemn and 
to criticize private utilities for not entering i to wheeling arrange- 
ments. ‘They are a private enterprise engaged in making a profit and 
while it is not unusual for a businessman to do business with his 
competitors, it would be ridiculous to assume that he would not try 
to get the best possible deal for himself. This is a duty that private 
management of a utility has to itself and its stockholders. They have 
no responsibility under the law for ap Tey we, Federal power 
policy and they have no responsibility under the law for assisting 
the preference customers who are in most cases their competitors or 
potential competitors for business. In fact, we are surprised under 
conditions as they exist, that any wheeling contracts have been en- 
tered into by private utility companies. Obviously, they have only 
been entered into where the company felt the economic benefit and 
advantages to the company far outweighed any assistance which they 
might be giving to their competitor, the preference customers. 

Since the extensive hearings held by this subcommittee deal with 
the effect of present administrative action and policies of the Depart- 
ment of the Interior and the Rural Electric Raministretion on the 
implementation of Federal power policy as it may affect preference 
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customers, we feel that any reference as to the unwillingness of private 
utilities to wheel or the strong terms sought by them in their negotia- 
tions for wheeling contracts, should be considered in these hearings 
only in the light of pointing out the position that the private utilities 
take under existing law and administration, and the difficulties that 
exist under these circumstances of the implementation of Federal 
power policy; but should not be considered in the light of condemna- 
tion, if their actions and performances are that of an ordinary busi- 
nessman acting in a reasonable and prudent manner in the operation 
of his business. 

The report presupposes the interest and the desire of the private 
utility companies to change Federal power policy. Obviously they 
have some feeling on the matter and take every opportunity, manner, 
and means to express their feelings and thoughts on the subject. What 
efforts, individually or in concert, private power companies are exert- 
ing in attempting to change through administrative means the Fed- 
eral power policy as expressed by Congress, is not in my opinion a 
subject matter of even indirect consideration in the present report, 
and therefore, we disagree with any references to that effect which 
may be in the present report. We believe that the subject matter of 
the influence and interest that private utility companies have on the 
administration of Federal power policy is certainly a proper one for 
congressional interest. e further believe that private utilities 
should be given every opportunity to be heard and to present their 
views on the subject, and we are hopeful that the Congress will see 
fit at an early date to undertake the consideration and study of the 

art private utility companies have played and are playing in the 
implementation of public power policy under the present adminis- 
tration. 

We do not interpret the report and we do not believe it can or 
should be interpreted as a document expressing a philosophy for the 
future development of the power resources of this country solely by 
the Federal Government or other public authorities. (Conversely, 
it is equally clear that all power development should not be under- 
taken exclusively by private industry, particularly with reference to 
those resources which are and have been in the public domain.) A 
study of the history of the development of power, both public and 
private, indicates clearly that it is for the best interests of the public 
to have two-way development. 








ADDITIONAL VIEWS OF HON. EARL CHUDOFF, CHAIR- 
MAN, PUBLIC WORKS AND RESOURCES SUBCOM- 
MITTEE 


The minority report, I regret to say, attempts to carry political 
sophism to an extreme. Fortunately, upon brief consideration, the 
attempt becomes obvious. I am sure that it will fool no one. 

Insofar as the minority charges that the committee report is an 
effort to discredit the administration, it is partially true. e nt 
of course, does not discredit anyone. However, the attempts of the 
high administration officials to subvert the Federal power policies 
established by Congress and to ignore and destroy the intent of Con- 
gress, as revealed in the majority report, do reflect discredit on the 
administration. 

In recent days this has been recognized by the replacement of the 
Secretary of the Interior and the Rural Electrification Administrator. 
While the appearance of new faces is an acknowledgement that the 
administration knows it went too fast and rough, there is no indica- 
tion that any basic policy has changed. It is clear that the objectives 
are the same—destruction of the Federal —— of comprehensive 
multipurpose river development and of atto ing effective preference 
to rural electric cooperatives and public bodies in purchasing power 
generated at Federal projects, and forcing the cooperatives into posi- 
tions of dependence on and of subordination to private power 
companies. 

At best, we may expect an anesthetic to be administered as the opera- 
tion continues, if we allow the country to be lulled to sleep now, we 
will wake up not too far in the future to find our comprehensive river 
development programs shattered, our hydroelectric power resources 
diminished and dissipated, and our public dams and projects com- 
pletely in the hands of the private power companies. 

The minority ger de that the committee report is an attack on the 
American system of free enterprise and that it is an effort to promote 
the nationalization of the electric utility industry. Both these charges 
are false. Despite the efforts of the minority members to disrupt the 
hearings and their insinuative questioning of witnesses representing 
agencies with mye ig” | preference rights, the majority members re- 
mained firm in their determination to get at the roots of numerous 
complaints that the officials of the present administration were not 
following or were misusing the laws established by Congress to govern 
the sale of power generated at Federal projects and to govern the 

ranting of loans to rural electric cooperatives. Our investigation 
Sanutattated beyond doubt that these laws were not being followed 
and were being misused. The place of the private companies in this 
attack on the laws is indicated by a document put in the printed record 
at page 861 by the ranking minority member. 
ile the majority recognizes that an investigation of the political 
activities and influences of the private utility industry iat he war- 
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ranted, such a study was not within the scope of the hearings under 
discussion. Certainly laws should not be ignored or twisted by admin- 
istrative fiat. There is no legal or moral justification for the reign of 
terror conducted against preference customers by responsible officials 
of the present administration. No economic theory can support the 
Interior Department’s deliberate suppression of a vital Attorney Gen- 
eral’s opinion and the attempt to trick the unknowing beneficiaries 
thereof out of their legal rights. Nor can any thinking person con- 
done the adoption of policies which lead to the disorganized, wasteful, 
and perhaps destructive and dangerous exploitation of the water and 
power resources of our vast river basins instead of their comprehensive 
multiple-purpose development under carefully thought-out and engi- 
neered programs. 

The acts described in the preceding paragraph were not acts of the 
private utility industry; they were acts of the administration. It is 
these acts, and others of a similar nature with which the report quite 
properly deals. Only desperate defenders of the improprieties of the 
responsible officials could term this an attack on free enterprise. 

Ye should all recognize that the future power needs of the United 
States can-be met only by continued vigorous development of all our 
power systems, both private and public. Anyone would be foolish to 
attempt to “nationalize” the private power industry which accounts 
for over 80 percent of our electric power. Such an attempt would 
damage our power potential for years to come, if not pesos A On 
the other hand, public power development should not be stopped either. 
Comprehensive multipurpose river development should be maintained 
and these water resources should have their maximum development, 
free from partisan attack. 

One unfortunate implication of the minority report deserves further 
comment. The minority implies that public power constitutes an 
attack on free enterprise. Many reams of material have been written 
on the problem of whether a guaranteed profit, publicly authorized 
i i such as that enjoyed by the electric industry deserves classi- 
fication as “free enterprise.” At any rate, it is not a free competitive 
enterprise with the normal risks of competition and loss which serves 
as the basis for our free capitalistic system. Since for practical pur- 

profits and areawide monopoly are assured by a publicly granted 
Pranciase, electric utilities are one of the safest types of investment. 

Consequently if the people of a city or a rural area decide to estab- 
lish a municipally owned system or a rural electric cooperative instead 
of granting a franchise for a private monopoly in the public utility 
field, in my opinion, they should be perfectly free to do so without 
being charged with socialism or “insidious attacks on the American 
system of free enterprise.” The same is true when the American 
people act through Congress to build a flood-control or irrigation 
project and to develop power in connection with it. Municipal sys- 
tems and public power developments are almost as old as the electric 
business. Equally with the private companies, they represent a free 
American choice and a true American tradition. 

The recent agreement reached among the cooperatives, the Interior 
Department, and the Georgia Power Co. with respect to Georgia’s 
share of the Clark Hill power does not alter in the least the Georgia 
situation discussed in the committee report. 

The final recognition of the cooperatives’ preference rights was 
attained by their own courage and resolution in the face of tremendous 
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forces are against them. As described in the report, the forces 
opposing the cooperatives included the top officials of the Interior 

partment who took every conceivable step—even to misrepresenting 
the law and hiding an Attorney General’s opinion—in their attempt 
to destroy the cooperatives’ preference rights. 

In all modesty, I must say that I am convinced that the turning point 
in the cooperatives’ battle against the Interior Department officials 
occurred when the subcommittee uncovered the hidden Attorney Gen- 
eral’s opinion. That opinion reaffirmed the cooperatives’ legal rights. 
This revelation rene their courage and gave them a much-needed 
weapon in their desperate hour. 

But the record is open and clear. The cooperatives succeeded, not 
with the aid of the responsible Interior officials, but over their bitter 
opposition and, I regret to say, questionable tactics. 

he minority report discusses certain new material in connection 
with the Colorado-Ute arrangement. It is noteworthy that at the 
time testimony was taken in Denver, several of the board members 
were present and one other testified. There was no indication of dis- 
sent. It was evident that Mr. Frank Meaker, as president of the Colo- 
rado-Ute Electric Association, Inc., board of directors, was voicin 
the sentiments of the group when he described the arrangement foist 
upon the co-op as a “shotgun wedding.” One other board member, 
Mr. George Wilson, has just recently informed me: “There is not a 
one of them who has not at one time or another voiced sentiments 
about the arrangement with Western Colorado Power as strongly as 
Mr. Meaker did, but on a show of hands they backed off.” 

As the committee report states, after our Denver hearing, the Rural 
Electrification Administrator put the Colorado-Ute Association in the 
position of having their loan long delayed pending new and completely 
unnecessary studies unless the board of directors reaffirmed the con- 
tract with the Western Colorado Power Co. A delay in the loan 
would have meant delay in constructing the new generating capacity 
badly needed by the cooperative. Consequently, the board did again 
confim the deal. 

Another factor which has complicated the local picture has been a 
disagreement among the member cooperatives over the location of the 
new generating plant. If he has not encouraged this squabble, REA 
Administrator Nelsen did little to settle it. This disagreement has 
caused considerable bitterness among the member cooperatives and 
among the local communities. 

It is these two situations which have led to the resolutions, state- 
ments, and so forth, referred to by the minority. I believe that anyone* 
who reads the record, including Mr. Nelsen’s own testimony in which 
he extolled the virtues of the arrangement, must conclude, as does the 
committee report, that there was a Tiwoed wedding between Colorado- 
Ute and the Western Colorado Power Co., that the arrangement was a 
poor one for the cooperative (even Mr. Nelsen said he thought it was 
not the best deal that could be had for the cooperative) and a bonanza 
for the company, that the studies made by the REA showed it would 
most likely be cheaper for the cooperative to operate its own plant and 
that these facts were not made available to the cooperative by the 
Rural Electrification Administration until after the cooperative had 
agreed to turn its new plant over to the company. 

The minority discussion of the 33,000 kilowatts allocated to Nevada 
attempts to make it appear that this power was in reality not available. 
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Of course, it would be very str of the Secretary of the Interior 
had contracted to deliver power which did not exist. As a matter of 
fact, the minority ignores entirely two factors. One is the diversity 
factor. Since different customers have peak loads at different times, 
it is not uncommon to consider this factor in contracting for the sale 
of energy. Thus the mere fact that contracts are made for more 
kilowatts than the capacity of the project is not controlling unless the 
maximum simultaneous demand reaches the capacity of the project. 
Secondly the minority 4 outa: the fact that the contracts were made 
on the basis of additiona grparation capacity coming in at the Folsom 
and Nimbus Dams. As of today, that capacity is now operating and 
the total firm power available to the Interior Department disposable to 
reference customers is 450,000 kilowatts, an increase of 150,000 
ilowatts. 

The minority charges of lack of complaints, manufactured sign a 
coached witnesses, and so forth, are completely repudiated by the 
record. Time after time, the minority members tried to advance this 
charge at the hearings. The record proves it is groundless. 

Obviously the staif did not dream up the complaints. They had 
to come from somewhere. The following excerpts from the testimony 
are very Anne on that point: 

. Austin. Thank you. Congressman Cannon, you 
wrote the subcommittee, not so very long ago, Suggesting that 
this subcommittee look into the situation out there and the 
SPA territory. Now, you have given us quite a bit of back- 

ound of this SPA and REA cooperative situation out there. 
Vould you care to add ane: further word as to what you had 
in mind, or why you think this committee should look into 
things out there ? 

Mr. Cannon. It seemed to me, Mr. Chairman, that this was 
a matter of information and education, and this committee 
would render a great service by making the facts known to 
the House and the country. It would seem to me that would 
alone contribute to the solution of this whole question. All 
that is necessary is for the Congress to know what the situa- 
tion is in order to act intelligently and for the. best interest, 
both of the farmer and of the Nation. (See hearings, p. 9.) 

Mr. Jonas. Did you send in a complaint to this committee ? 

Mr. Saumon. I sent in one to our Representative from 
Idaho, Mrs. Gracie Pfost. 

Mr. Jonas. What was the nature of that complaint? 

Mr. Satmon. It was along the same lines that we have here. 
We were asking that the Bureau of Reclamation recognize 
their power obligations and continue to serve the system in 
that capacity. 

Mr. Jonas. But you didn’t get in touch directly with this 
committee ¢ 

Mr. Saumon. We did talk with Mr. Austin. 

Mr. Jonas. When was that? 

Mr. Satmon. In August. 

Mr. Jonas. You mean he came to see you? 

Mr. Satmon. We saw Mr. Austin on his return from the 
Pacific Northwest. 
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Mr. Jonas. You mean he came by Burley? 

Mr. Saumon. Yes. 

Mr. Jonas. And had a conference with you? 

Mr. Satmon. Yes, sir. (See hearings, p. 766.) 

Mr. Jonas. Did you ever send a request to this committee to 
be heard here today, or file a complaint with this committee ? 

Mr. Norwoon. I don’t have my correspondence file with me, 
but we have had correspondence with the committee, which 
I think would answer 4 

Mr. Jonas. I am sure of that, and I am asking whether you 
initiated that correspondence, or whether members of this 
committee or staff of the committee initiated it. 

Mr. Norwoop. Oh, no; we initiated it. We were awfully 
anxious to make sure that the committee would hold the hear- 





ing. 

Mr. Jonas. You initiated it. Now, can you tell me how? 

Mr. Norwoop. As soon as we heard, as I indicated before, 
from National Rural Electric Cooperative Association, that 
there, wae a possibility of this kind of a hearing, we imme- 

lately 

Mr. Jonas. Got in touch, write the committee? 

Mr. Norwoop. Wrote to the committee to urge that such 
a hearing be held. 

Mr. Jonas. And asked permission to present evidence? 

Mr. Norwoop. I think we must have made that request at 
that time. 

Mr. Jonas. How long have you been connected with the 
Northwest Public Power Association ? 

Mr. Norwoop. Eight years, sir. 

Mr. Jonas. What did you do prior to that? 

Mr. Norwoop. I was chief engineer of a battle cruiser dur- 
ing the war. I graduated from the Naval Academy and 
I had 11% years of naval duty, and I transferred from naval 
duty directly into this work. 

Mr. Jonas. You graduated from the Naval Academy ? 

Mr. Norwoop. In 1939. 

Mr. Jonas. Went into the Regular Navy? 

Mr. Norwoop. Yes, sir. 

Mr. Jonas. And served in the Navy until about 8 years ago, 
when you resigned ? 

Mr. Norwoop. Yes; I resigned at the end of 1946. I went 
to Harvard and took my master’s degree in public administra- 
tion. And because of my interest in the electric problem and 
because the ety in this region was wanting to put the North- 
west Public Power Association on a full-time staff basis, I was 
employed, and we have, in addition to myself, one gir] in the 
office. It has been my full-time work for the past 8 years. 

Mr. Cuuporr. Mr. Jonas, I just want to interrupt you at 
this point. Since you raised the question as to how the wit- 
ness got before this committee, I would like to read into the 
record, and offer it, a letter from Northwest Public Power 


Association, Ine., 131 Columbia Street, Vancouver, Wash., 
July 31, 1955: 
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Subject : Interior power marketing policies. 


Mr. ArrHur PERLMAN 
Staff Director, Public Works and Resources Subcommit- 
tee, House Committeeon Government Operations, 
Washington, D. C. 


Dear Arr: It is respectfully urged that the Public Works 
and Resources Subcommittee conduct as soon as feasible the 
most searching inquiry into the administration of Federal 
power agencies to determine whether there exists a “con- 
spiracy within the Federal Government” to subvert the Fed- 
eral power program in flagrant violation of law. 

The evidence at hand warrants this investigation. 

Your inquiry will disclose violations of law. I regard 
these violations as minor although several officers may be 
proven guilty of malfeasance. 

Rather than searching for evidence to be placed before 
a grand jury, I think the subcommittee should deal pri- 
marily with this test : Is this in the public interest ? 

Under this test the Eisenhower administration is re- 
peatedly deficient. It is deficient because, in my view, it 
is seeking to achieve the opposite of what the law contem- 
plates. The reference clause has been reversed. The ad- 
ministration has suppressed facts and statistics. It has 
given the cold shoulder to consumer-owned electric systems. 
It is guilty of inconsistency by favoring private utilities and 
discriminating against consumer systems. 

In the Pacific Northwest it is my view that the adminis- 
tration seeks to depreciate the role and position of the Bon- 
neville Power Administration, to permit its costs to be arti- 
ficially increased. It discourages coordination of BPA, 
REA, and the Bureau of Reclamation toward achieving the 
best overall result for the electric consumers, but rather in- 
sures a studied lack of coordination in order to increase the 
opportunities of private utilities to acquire dump power, as 
at the captive dams: Anderson Ranch, Canyon Ferry, and 
Fort Peck. The enclosed sheet outlines some areas of prom- 
ising inquiry. 

Sincerely, 
Gus Norwoop. 


I think that answers the question as to how the commit- 
tee came to be contacted. 

Mr. Jonas. It starts out “Dear Art.” Is that the first let- 
ter in your chain of correspondence with Mr. Perlman, or any 
member of this committee or staff? 

Mr. Norwoop. Mr. Chairman, being without my corres- 
pondence file, I couldn’t even recall this particular letter. 

Mr. Cuuporr. But this is the original letter. 

Mr. Norwoop. This is the original letter. 

Mr. Jonas. You knew Mr. Perlman? 

Mr. Norwoop. I had never met him personally. 

Mr. Jonas. You started the letter off “Dear Art.” That 
is a rather friendly salutation. Explain it. 
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Mr. Norwoop. Yes, sir; let me explain that, because that 
could be very easily misunderstood by a person coming from 
the eastern part of the country. I talk to some three or four 
thousand people here in the region in terms of their first 
names. We just talk to each other in terms of first names. 
Sometimes we don’t remember last names. 

Mr. Cuuporr. I think you talked to me this morning and 
called me Earl. 

Mr. Norwoop. I caught myself too late. 

Mr. Cuuporr. Mr. Norwood, I have no objection. You 
can call me Earl at any time. (See hearings, p. 806.) 


A detailed complaint was also made by Mr. Clyde T. Ellis, gen- 
eral manager of the National Rural Electric Cooperative Associa- 
tion in his testimony before the subcommittee on July 7, 1955, in the 
hearings on the changes in the Interior Department transmission line 
right-of-way regulations which were prepared by certain private 
power companies. (See hearings on Certain Activities Regarding 
Power, Department of the Interior (Changes in Power Line Regula- 
tions) House Committee on Government Operations, 84th Cong., Ist 
sess., p. 502 et seq.) 

After receipt of these complaints, I felt it was my duty as sub- 
committee chairman to direct the staff to investigate them, and the 
power weer generally. Accordingly preliminary inquiries were 
made which clearly showed that the complaints had merit, and I or- 
dered the hearings to be held. 

With respect to the minority charge that witnesses were coached 
by the staff, following are a few of the instances in which the attempt 
to raise this point failed. It should be noted that at no other time 
did the charge stand up. 

Mr. Jonas. May I ask when were you interviewed by a com- 
mittee staff member, Mr. Meaker ? 

Mr. Meaxer. Last evening. 

Mr. Jonas. Yesterday ¢ 

Mr. Mraxer. Yes; before I had even written up this state- 
ment. 

Mr. Cuuporr. Weren't you interviewed prior to last night ? 

Mr. Mraxker. No. 

Mr. Cuuporr. You mean you never saw a member of this 
committee staff until last night ? 

Mr. Meaxer. Oh, pardon me, yes; Mr. Austin saw me over 
at Cortez. That was about 6 weeks ago when you said this 
group was going to come. 

Mr. Cuvuporr. At that time you told Mr. Austin the prob- 
lem that you had in getting your loan from REA? 

Mr. Meaxer. Yes; we did at that time, that is correct. 

Mr. Jonas. That was at the first interview, 6 weeks ago? 

Mr. Meaker. That’s right. 

Mr. Jonas. And do you recall whether you told Mr. Austin 
at the time that you felt this was a shotgun wedding and that 
you were more or less forced into it by the Administrator? 

Mr. Meaxer. No; I did not. 

Mr. Jonas. You didn’t use the word “shotgun” ? 

Mr. Mnaxer. No. 
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Mr. Jonas. But you did tell him you were sort of reluctant 
about entering into this contract ? : 

Mr. Mraxer. No, sir; I don’t think we discussed it at all. 
He just said there was going to be a con ional meeting 
and wanted to know if I would care to testify at this meeting. 

Mr. Jonas. Did you, before today, before your testimony 
this morning, make a statement to any member of this com- 
mittee, or any staff member, that you were more or less forced 
into this contract against your will ? 

Mr. Meaxer. I definitely didnot. That’s correct. 

Mr. Jonas. What did you tell the staff member you wanted 
to tell the committee ? 

Mr. Meaxer. I didn’t tell the staff member anything last 
evening. They asked me, Mr. Austin asked me if I would care 
to make a statement. I said “Yes, I would be glad to,” but 
he didn’t ask me what statement. 

Mr. Jonas. Did you tell him about the inference you drew 
from Mr. Nelson’s statement? 

Mr. Meaxer. No; I did not. 

Mr. Jonas. You didn’t go into any of that ? 

Mr. Meaxkenr. I did not; no, sir. 

Mr. Jonas. Was it understood between you that you would 
talk about your problems in getting this contract signed ? 

Mr. Meaxer. I don’t think we discussed that phase of it. 
I just met him for a few minutes, and he told me there was 
going to be a congressional hearing here in Denver on this 
subject, but we didn’t discuss it and what I would say. (See 
hearings, p. 635.) 

Mr. Jonas. Were you visited by staff members? 

Mr. Kerruixy. I met with some members of the staff re- 
garding this hearing. 

Mr. Jonas. When was that? 

Mr. Kerrutey. I don’t know the specific date; probably 
a month ago,orso. I can’t recall the date. 

Mr. Jonas. What was the purpose of that? Was that meet- 
ing at Palo Alto? 

{r. Kerrutey. Oh, no, sir. The meeting was in San Fran- 
cisco, and I was contacted by the city manager of Roseville, 
Mr. Koester, who informed me that representatives of this 
committee, I believe, were in Sacramento at the time, and 
setting up this hearing, and, as secretary of this group, they 
invited myself, along with other representatives, to meet with 
them to see whether we cared to participate in the hearing 
or not. 

Mr. Jonas. How long did that conference last? 

Mr. Kerrutery. Oh, as far as I was personally concerned, 
about 20 to 30 minutes. 

Mr. Jonas. You mean, you left at the end of 20 to 30 
minutes ? 

Mr. Kerruzey. No; that was the end of it. I got there 
maybe 5 or 10 minutes late; I don’t know how late I got there, 
but it was a very short conference with the 2 gentlemen. 

Mr. Jonas. Hardly worth your while to attend ? 

Mr. Kerrutey. I wouldn’t say that. 
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Mr. Jonas. What was the purpose of the meeting? 

Mr. Kerrutey. To inform us of the fact that there was 
going to be a hearing in San Francisco, to ask us whether we 
cared to participate, and to give us general information on 
the hearing. 

Mr. Jonas. Did you go over with them the testimony you 
would give the committee? 

Mr. Kerruuey. I didn’t; no, sir. 

Mr. Jonas. Did anybody in the conference, any of the other 
participants ? 

Mr. Ley. My engineer was along with me, and Mr. 
Base of the city of Santa Clara, who is here today, the city 
manager of Santa Clara, Mr. Baxter of Alameda, who is not 
here, were in on the meeting. 

I don’t think anybody organized the testimony based on 
that. Asa matter of fact, Mr. Weller was not in the meeting. 

Mr. Jonas. Do I understand you, then, that the meeting 
broke up and only lasted about 20 minutes ? 

Mr. Kerruiey. It was around 20 or 30 minutes, yes. 

Mr. Jonas. And the only thing accomplished was that you 
were asked if you would like to appear as a witness ? 

Mr. Kerruuey. That’s right. 

At that time I was, in regard to this letter, asked if I was 
aware whether or not this power was available. I said I 
hadn’t been aware of it, I had been in correspondence with the 
Bureau of Reclamation periodically throughout the past few 
years, and each time I had been answered that there was no 
power available, but when power would be available, why, 
they would let me know, and I asked the representatives of 
your committee to let us know if they discovered that such 
power was available. It was at my request. 

Mr. Jonas. And this letter from Mr. Perlman, the staff 
director, was in response to your request ? 

Mr. Kerrntey. I would say that it was. 


Mr. Robert Welty of the Harney Electric Cooperative was also 
questioned along these lines, with the same result. (See p. 1072-3 of 
hearings.) 

Mr. Gus Norwood was also questioned on the point and made it 
perfectly clear that each witness at Idaho Falls prepared his own 
statement prior to any discussion with them and gave his own testi- 
mony (p. 804-806). The use of the same mimeograph machine for 
some of the statements at Idaho Falls was simply explained by the fact 
that a machine at the city hall of Burley, Idaho, was made available 
for the local witnesses by the mayor who was also himself a witness, 
some of whom made use of it. The inference that the statements were 
a trumped-up effort or were written by anyone for the witnesses was 
completely refuted by the testimony (p. 806). 

The minority’s unfounded claims are a gratuitous insult to the many 
sincere persons who my Syst before the subcommittee. I regret that 
the minority has seen fit to attack the subcommittee staff. The staff 


has at all times acted pursuant to my direction in accordance with the 
rules of the Committee on Government Operations. All programs of 
subject matter of inquiries, interviews (which, of course, are necessary 
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in preparing a hearing), and hearing arrangements were made on my 
instructions. The report was prepared in close cooperation with me 
and along lines reached after frequent consultation with me. Each 
draft had my approval. Consequently this report is a committee 
report, carefully considered and adopted by the subcommittee, and 
expressing the views of the majority of the committee. 

The attack on the staff is obviously an attempt to divert attention 
from the very damaging facts uncovered by the investigation. If the 
staff had been less efficient, it would have been spared the calumny 
heaped upon it. Personally, it has my congratulations and apprecia- 
tion for a job very well done. 


O 
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Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 19th intermediate report of 
its Subcommittee on Special Government Activities. 

Wituiram L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


NINETEENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON SPECIAL GOVERN MENT 
ACTIVITIES 


On May 14, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“Inquiry Into the Expansion and Operation by General Services 
Administration of the Government Nickel Plant at Nicaro, Cuba.” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


Basis or INQuIrRY 


The jurisdiction of the Committee on Government Operations is set 
out in the Rules of the House of Representatives. The committee, 
in addition to other responsibilities, has the duty of studying the 
operations of Government activities at all levels with a view of de- 
termining their economy and efficiency. The chairman has duly 
authorized the establishment of the Special Government Activities 
Subcommittee by rule 3 of the Committee on Government Operations, 
and has defined the jurisdiction of the subcommittee, such jurisdiction 
to include the activities of the General Services Administration during 
the 2-year term of the 84th Congress. 

In the exercise of its jurisdictional responsibilities the subcommittee 
in November 1955, commenced an investigation of GSA’s management 
of the expansion and operation of the Government’s multimillion- 
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dollar nickel plant at Nicaro, Cuba. After extensive prelimin 
work by the subcommittee staff, public hearings were nD on sd 
— 13, 1956, and continued on January 16, 17, 18 and February 16. 

he subcommittee, in fulfilling its jurisdictional responsibilities, will 
continue to maintain an active interest in and to review the operations 
of reat nickel plant, and will, of course, hold further hearings if war- 
ranted. 


Wirnesses’ Hearp 


During the course of the 5 days of hearings, the following witnesses 
were heard, most of whom were subpenaed by the subcommittee: 

George A. Arnold, employee from the Frederick Snare Corp. now 
ye eo by Snare-Merritt. 

illiam J. Balmer, business consultant, Chicago, Ill., a longtime 

— friend of Edmund F. Mansure; partner in the Balmer & 

oore Insurance Agency; chairman, executive committee of the Cook 
County Republican Committee. 

Frank G. Breyer, senior partner of the engineering firm, Singmaster 
& Breyer which was engaged by General Services Administration as 
=e engineers for the nickel expansion project. 

Randall Cremer, vice president of Frederick Snare a. New 
York, N. Y.; project manager of the — venture between Frederick 
Snare Corp. and Merritt-Chapman & Scott. 

Maxwell H. Elliott, General Counsel, General Services Administra- 
tion. 

Sol Elson, member of the General Counsel’s staff, General Services 
Administration. 

William H. Gerstle, chief purchasing agent of Frederick Snare Corp. 
who, for a time, headed the purchasing division of the joint venture, 
during which period most of the purchasing was done for the nickel 
arpeneen ppviens at Nicaro, Cuba, 

. H. Harrison, employee of the National Industrial Reserves 
Division, General Services Administration. 

Edmund F. Mansure, Administrator, General Services Administra- 
tion. 

Max Medley, Comptroller, General Services Administration. 

Edward F. Moore, special representative, Chicago, Ill., partner in 
the Balmer & Moore Insurance Agency; chairman, Cook County 
Republican Committee. 

Eleanor Nadler, research assistant, Fortune magazine. 

James P. Pinkley, Chairman, Nickel-Graphite Committee, General 
Services Administration. 

Baron I. Shacklette, Director, Office of Compliance and Security, 
General Services Administration. 

Erwin “Mike” Shafer, attorney, Chicago, Ill., partner in the Balmer 
& Moore Insurance Agency. 

Herbert Solow, member of the board of editors, Fortune magazine. 

Harry C. Wildner, vice president, National Lead Co., New York, 
and president of Nickel Processing Corp. (Cuba). 


IDENTIFICATION OF ENTITIES 


_ The following entities are identified for the purpose of facilitating a 
readier understanding of the contents of this report: 
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Balmer & Moore Insurance Agen¢y, a Chicago, Ill., firm which was 
appointed insurance broker for Snare-Merritt, the construction sub- 
contractor for the expansion project. 

Frederick Snare Corp., a construction and engineering corporation 
which built the original nickel plant at Nicaro, rehabilitated and 
reactivated the plant during the Korean emergency, did various other 
work at the nickel plant, and is now a 50 percent partner in the joint 
venture which was awarded the construction subcontract for the 
$43 million expansion program. 

General Services Administration, an agency of the Federal Govern- 
ment which, among other things, is charged with responsibility for 
managing the Government’s nickel plant at Nicaro, Cuba, including 
the current $43 million expansion thereof. 

Godoy-Sayan Corp., a Cuban corporation which owns and represents 
several insurance companies, including La Alianza, which was 
awarded the bulk of insurance carried by Snare-Merritt. 

H. K. Ferguson Co., architect-engineer for the $43 million project. 

Merritt-Chapman & Scott, a construction corporation controlled 
by Mr. Louis Wolfson, which was awarded 50 percent of the construc- 
tion subcontract (joint venture) for the $43 million expansion project. 

National Lead Co., awardee of the prime contract for the $43 
million expansion of the nickel plant at Nicaro. 

Nickel Processing Corp., a subsidiary of the National Lead Co., 
which operates the Nicaro nickel plant. 

Singmaster & Breyer, an engineering firm engaged by the General 
Services Administration as consulting engineers for the nickel expan- 
sion project. 

Snare-Merritt, the name given to the joint venture between Fred- 
erick Snare Corp. and Merritt-Chapman & Scott, which joint venturers 
were awarded the construction contract for the expansion = 

Ultramar Inter-America Corp., a New York insurance brokerage 
firm which is controlled by the Godoy-Sayan Corp. of Cuba, and 
which is a correspondent for Balmer & Moore of Chicago for the 
purpose of performing the broker’s services in regard to the expansion 
project insurance. 


GENERAL BacKGROUND 


Nicaro—a multimillion dollar nickel extractive facility located on 
the northeast coast of Cuba—is owned by, and operated for the 
account of, the United States Government. ‘Title to the property, 
including related facilities as well as recently acquired ore bodies, is 
in the Cuban Nickel Co., a wholly United States Government- 
owned corporation organized under the laws of Cuba and managed 
by the General Services Administration. 

Conceived and built as a World War II emergency project to 
augment a critically short nickel supply, the facility today is not only 
operenes at maximum capacity but is being expanded by 75 percent 
of its original capacity. 

For nearly 50 years prior to World War II mining engineers had 
interested themselves in the abundant ore deposits of eastern Cuba. 
Repeatedly, however, they had concluded that nickel extraction from 
the nickeliferrous, lateritic ores of the region would be commercially 

fitable. The nickel content of the ore was low as compared 
with that of the ore-rich Sudberry Basin in Canada. Extraction 
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— had been deemed inadequate for commercial application. 
o process had been developed to recover the economically important 
by-product metals associated with nickel. International Nickel 
Company (INCO) of Canada, pre-eminent in the nickel field, occupied 
pon cons peanenener competitive position that would be difficult to 
challenge. 

But profit-motive thinking was necessarily discontinued in the 
— of total mobilization of World War II. 

reeport Sulphur Co., through their wholly-owned subsidiary, 
Nicaro Nickel Co. with an investment assist of $1,100,000 from the 
Reconstruction Finance Corporation, had during 1940-41 acquired 
and consolidated ownership of various ore claims in Oriente Province, 
Cuba. Using the Caron process, which had been developed experi- 
mentally by a Dutch professor 20 years earlier but inadequately 
tested bor deco extraction, Freeport achieved successful test 
results with Cuban lateritic ore in a limited-capacity pilot plant they 
operated in Texas. With this technological experience and assurance 
they proposed to build and operate for the United States Government 
ee wR nickel extractive facilities adjacent to their ore bodies 
in Cuba. 

With Reconstruction Finance Corporation authorization and De- 
fense Plant Corporation financing, a cost-without-fee contract was 
let early in 1942 to the Nicaro Nickel Co. for construction of the 
admittedly complex mining and metallurgical facility. 

Construction began in March 1942. The construction subcontrac- 
tor, Frederick Snare Corp. of New York and Habana (successor to 
Ford, Bacon & Davis, the original subcontractor), notwithstanding 
the isolated and primeval jungle location and in spite of wartime 
shortages and priorities, completed the project according to schedule. 
Called Nicaro, it was not only a modern metallurgical plant with all 
related facilities but also a self-contained industrial community of 
shops, hospital, schools, housing and recreational facilities adequate 
for 3,500 people. On December 29, 1943, 20 months after work had 
started, the plant began limited production; 1 year later it was in full 
operation. It had cost $33 million, far exceeding the original estimate 
of $19 million. 

Nicaro Nickel Co., under a management-fee contract, operate 1 the 
plant for the United States Government. During the 40 months of 
operation, 63.5 million pounds of nickel oxide was produced. Though 
production fell short of the theoretical rated capacity, it was a material 
supplement to the critical nickel supply, and was reportedly a good 
record of production and at reusbninele wartime cost. 

Operation was discontinued March 31, 1947. Although nickel had 
been produced in quantity at a cost, not counting interest and amor- 
tization, approximating the wartime market price, metal recovery had 
been limited to nickel since as yet no process has been developed for 
recovering the iron, cobalt, bet chromium content of the Cuban ore. 
Nicaro’s competitive position was thus at an obvious prea 
inasmuch as INCO’s Sudberry ore contains extractable copper, cobalt, 

latinum, gold, and silver as byproducts of their nickel operation. 
The plant was in a surplus rtd category from 1947 to 1951. 
Mf 


Efforts toward disposal either by lease or sale were unsuccessful. The 


Administrator of General Services, according to a letter he recently 
wrote to the committee, thought of it as a “costly white elephant.” 
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Though offers were received—one that reportedly would have returned 
25 percent on the investment—the peacetime commercial feasibility 
of the operation apparently was not attractive to private industry, 
at least not on terms acceptable to the Government. In the mean- 
time it was held in idle standby with maintenance cost of $300,000 
er year. 

. The Korean emergency, together with INCO’s interim 60 percent 
price increase of nickel, prompted a new look at Nicaro. Accelerated 
consideration of the idle facility was significantly attributable to an 
emphatic 1951 report ' of Senator Lyndon B. Johnson’s Preparedness 
Subcommittee, criticising executive complacency regarding a lagging 
nickel stockpiling program, and recommending that the urgency of 
the situation necessitated expeditious reactivation of Nicaro even to 
the extent of subsidization of the operation. 

Several months were spent in what appeared to the Preparedness 
Subcommittee to be an unjustified leisurely attempt to secure a lessee 
of the plant. Though a lease arrangement had been deemed prefera- 
ble, the General Services Administration finally decided on a manage- 
ment-fee operation for a limited period so as to obtain cost and 
production data on which to base a lease. The arrangement, though 
expressly for 5 years, did not envision a prolonged management-type 
operation inasmuch as the agreement expressly required that the 
operator after 1 year of operation submit a lease proposal suitable to 
the Government for the remainder of the period. 

A Dutch operator, N. J. Billiton Co., was selected as the operating 
contractor, and a letter of intent, dated January 15, 1951, was issued 
to a Billiton subsidiary, Mining Equipment Corp., of New York, 
although it was understood that a newly-formed Dutch-American- 
Cuban owned organization, Nickel Processing Corp., would be the 
contract operator. 

Nickel Processing Corp. was owned 50 percent Billiton, 30 percent 
National Lead Co., of New York, and 20 percent Fornento de Minera- 
les of Cuba. As a result of Billiton’s subsequent withdrawal and 
successive transfers of stock, National Lead acquired its current 
ownership of 76 percent of the company, while the Cuban interest 
accounts for the remaining 24 percent. 

Simultaneously with the operation contract, GSA awarded a prime 
contract to the Frederick Snare Corp. for rehabilitation of the plant 
and related facilities. Restoration of the plant to operating condition 
necessitated not only extensive rehabilitation because of 3% years of 
idleness and neglect but also incorporation of numerous technical 
improvements developed as a result of the pioneer operation and 
interim metallurgical research. Work started in January 1951. On 
schedule, 1 veer inter initial production was begun on a limited basis 
which was increased step by step as remaining rehabilitation work 
Pp ed until July 1952 when the plant was again in full operation. 

ost of the rehabilitation work, far exceeding the original estimate 
was approximately $12 million which, together with other capital 
improvements amounting to $4 million, brought the total United 
States investment to $47,398,000. 

Since its rehabilitation and resumption of production operations, 
the facility reportedly has shown steady improvement, both as to 
metal recovery and productivity. Apparently operating comfortably 
18. Doe. No, 4, 82d Cong., January 8, 1961. 
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under INCO’s price umbrella. it has since 1952, according to GSA 
accounts, operated at a sufficiently ample profit margin to permit 
some amortization of the capital investment. The Senate Prepared- 
ness Subcommittee in 1951 expressed the hope that the plant might 
be developed into a sound, commercially profitable operation under 
private ownership and management. ee Se the Nicaro opera- 
tion 1 year after resumption of production, a GSA report? observed: 


So far, it can produce nickel at a cost, including plant de- 
preciation, below the current market. Whether it could 
make a profit in nickel markets of the future is somethi 
that the next year or two may decide, especially in view o 
some newer potential process developments and improve- 
ments. 


Expeditious reactivation of the Nicaro plant had in 1951 been the 
immediate emergency objective. In addition, thought was given to 
ible expansion of the existing facilities. The Senate Preparedness 
ubcommittee in its Fourth Report (82d Cong.) recommended in 
addition to prompt resumption of operation of the facility— 


that serious consideration be given to expanding its capacity 
if this can be accomplished without unduly delaying re- 
activation; 


Consideration of expansion was necessarily on an assumptive 
basis—(1) whether physically practical from an engineering viewpoint, 
and (2) whether adequate ore reserves were available to supply an 
expanded operation, Three years and approximately $2 ion 
later, both questions were voted affirmatively. 

The Bureau of Mines, by agreement with the Defense Materials 
Procurement Agency on May 2, 1952, and at a reported cost of 
$937,000, made the desired ore survey, and submitted their favorable 
report June 30, 1954. GSA on June 19, 1952, authorized the Nickel 
Processing Corp. to develop a specifications, and a cost estimate 
for the desired expansion. eir fhe, te inary report dated September 
26, 1952, based on comprehensive engineering studies by their sub- 
contractors H. K. Ferguson Co. and National Lead Co., indicated 
the engineering feasibility of a 75 percent expansion of the plant. 
Their cost estimates ranged from 34 to 39 million dollars. Upon 
GSA’s recommendation based on this favorable data, the Office of 
Defense Mobilization, on December 23, 1953, authorized the proposed 
expansion at a cost not to exceed $43 million. 


Topics or Inquiry 
OPERATOR’S FEE 


The Freeport Sulphur Co. was the original operator of the Nicaro 
nickel plant. Their operation was for 40 months during which time 
63% million pounds of nickel were produced. The operator’s fee for 
this entire production was $495,000; however, the operator provided 
its own ore for which no compensation was received under the terms 
of the contract. This quantity of ore so furnished would under the 
current royalty agreement cost the Government about $4 million. 

On January 15, 1951, GSA in a letter of intent awarded the op- 
eration contract to the Nickel Processing Corp. (NPC) which was 


1 Free World Nickel Refining Facilities, November 23, 1953. 
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created for this purpose, the ownership being 50 percent in a Dutch 
company, 30 percent in National Lead and 20 percent in a Cuban 
company. ‘The capitalization of NPC was and is $300,000, but since 
no capital assets were involved and all expenses were reimbursable, 
no realistic investment was made. By the end of 1954 the ownership 
had shifted whereby National Lead owned 76 percent and 2 Cubans 
owned 24 percent. For the year of 1951 NPC received a fee of 
$230,000 although no actual operation was begun until January 31, 
1952; however, they did incur sizable reimbursable expenses in 
preparing for the eventual operation. | 

During 1952 there was only a small amount of production; NPC’s 
fee was $265,041.20; of this, $60,041.20 was for the production of 
nickel-oxide powder at 1 cent a pound. Full production was achieved 
in 1953 for which the fee amounted to $338,079.53—$279,700.90 based 
upon 1 cent a pound, and $58,378.63 based upon one-quarter cent a 
pound which was a fee to compensate NPC for conducting an experi- 
— and research program under which all expenses were reimburs- 
able. 

On January 29, 1953, the original letter of intent was amended for 
the ninth time. Among other things this amendment increased the 
operator’s fee by what proved to be a sizable amount. Amendatory 
letter No. 9 provided that in addition to the.then current fee of 1 
cent a pound, the operator would receive one-half cent per pound 
for sintered nickel (practically all production is now sintered), one- 
fourth cent a pound for conducting research, and 0.2 cent per 
pound would go to the operator’s majority owner, National Lead, for 
all nickel-oxide powder and sinter sold (National Lead also is reim- 
bursed for all selling expenses, including salaries). The justification 
for the above increase in the operator’s fee, so it is explained, is to 
give NPC additional inducement to improve production and quality. 

NPC’s fee for 1954 was $405,799.96, and for 1955 was $506,874.64. 
For its first 5 years of operation NPC’s fees amounted to $1,745,795.33. 
NPC has no capital assets and all expenses are reimbursable by the 
United States Government. 

NPC’s capitalization is $300,000, composed of 3,000 $100 shares. 
Within 5 years each of these shares has netted almost $600; in 1955 
alone each share netted about $170. The present fee arrangement 
would cost the Government about $800,000 a year when the 75- 
percent increase of production capacity is effected in the near future. 

Obviously the operator’s agreement is highly rewarding to the 
stockholders since no risk and little investment is involved, and since 
the return is so generous. It seems patently obvious that a fee 
adjustment under the present operator’s agreement should be man- 
datory—an adjustment which would allow an adequate return to 
the operator, but which at the same time would not be a ‘‘nickel 
bonanza’’ converted to United States dollars at the expense of the 
United States taxpayers. 


SELECTION OF THE PRIME CONTRACTOR 


After the nickel-expansion project became officially authorized in 
December 1953, GSA took steps to let contracts for the engineering 
design and for the construction. In anticipation of this expansion, 
GSA had authorized Nickel Processing Corp. to enter contracts for 
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part of the engineering-design work in 1952; by November 30, 1953, 
GSA had authorized $450,000 for this purpose. 

Due to their planning in anticipation of the expansion project, GSA 
was prepared to let the contracts in January 1954. It was a foregone 
conclusion that the H. K. Ferguson Co. would be selected for the 
engineering-design work since they had been working on this project 
since 1952. The record shows that the Frederick Snare Corp. was 
at this time the likely sole selection for the construction contract. 
On January 8, 1954, Colonel Pinkley (an engineer who is Chairman 
of GSA’s Nickel-Graphite Committee) recommended that GSA 
immediately let these two contracts directly to Ferguson and Snare; 
Mr. Mansure indicated his concurrence in that recommendation. 
Mr. Mansure testified that he originally intended to let these contracts 
directly, and his letter dated January 18, 1954, to Mr. Sherman Adams 
(Assistant to the President) shows that he intended to let them to 
Ferguson and Snare. 

An inconsistency with the January 18 letter to Mr. Adams is the 
fact that on January 15, 1954, Mr. Mansure held a conference between 
GSA and National Lead officials at which time, according to Colonel 
Pinkley’s testimony, GSA agreed to award the prime contract to 
National Lead who would in turn sublet the engineering-design work 
and the construction. This agreement was not reduced to writing 
until April 30, 1954. 

National Lead offered to take this $43 million contract for a $10 fee, 
but GSA chose to pay them a fee of $30,000. This fee was arrived at 
by taking 6 percent of the estimated cost (reimbursable) of National 
Lead’s supervisory services (6 percent of $500,000 equals $30,000). 

Colonel Pinkley testified that his opinion on January 15, 1954, was 
that National Lead should not be given the prime contract, but 
rather it should be awarded directly to the people who were going to 
do the work; he said, however, he believed the decision turned out 
to be a good one. 

A memorandum dated May 25, 1953, from GSA’s Mr. W. C. 
Strecker, industrial engineer of plant operations, to Colonel Pinkley 
states that GSA should itself let these contracts; that he had no 
knowledge of any previous governmental operation outside the Army 
or Navy which permitted an operator (viz, National Lead controls 
NPC) to subcontract the construction of a plant he was to operate; 
and that the planned subcontracting of this work by the Government’s 
operator was without known precedent in governmental operations 
and would entail additional expenses. Since National Lead controls 
Nickel Processing Corp., the net effect was that Mr. Mansure chose 
to disregard the advice of his technical staff (office and field engineers) 
and award the prime contract to the operator. 

Mr. Mansure testified that he selected National Lead for the prime 
contract because he felt that the operator should supervise the con- 
structor for this $43 million project; and that this control over the 
subcontractors (constructor and architect-engineer) would allow the 
operator to intervene in instances where operations were being inter- 
fered with. There is merit in the point that the operation of the 
te and the expansion construction and design should be coordinated, 

ut this coordination is normally directed by the owner (to protect 
his interest), not by the operator, architect-engineer or the constructor. 
Mr. Mansure testified that GSA’s Public Buildings Service was not 
adequately staffed to do the supervisory work, so the owner of the 
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operator was selected. This os is going to cost the Govern- 
ment about $530,000; since GSA is charged with supervising this 
expansion project it seems abnormal that they should spend all this 
money hiring any supervisor, much less the operator. Furthermore, 
this is an instance where a short-term operator, without any physical 
assets and operating on a cost-plus-fee basis, is allowed to dominate 
a costly project of the owner-manager (United States Government) 
at the owner’s plant. What is more alarming is that the temporary 
operator is receiving a fee based upon Lich egenses A natural inclina- 
tion of a company in this position would be to give first consideration 
to its fee and to resist any interference, even though such interference 
were in the best interest of the owner (United States). Noteworthy 
is the fact that the cost of the expansion project is greater than the 
cost of the original plant now being operated. 

The GSA apparently had no difficulty in supervising the $13 million 
rehabilitation contract at Nicaro. Frederick Snare was awarded that 
contract and in fact operated sections of the plant while rehabilitation 
of the remainder continued. Since Snare is actually doing all of the 
construction work on the expansion project, and is experienced in 
coordinating construction with operation, there appears to be no 
adequate reason for hiring at considerable cost a special supervisor to 
effect this coordination. 


AWARDING THE CONSTRUCTION CONTRACT 


The National Lead Co., as prime contractor for the nickel-expansion 
project, was to subcontract the engineering and design work and the 
construction. For the engineering and design work the H. K. Fergu- 
son Co. was ccnieatneant by National Lead and approved by GSA. 
National Lead recommended Merritt-Chapman & Scott for the con- 
struction contract but GSA did not approve; so negotiations ensued 
which culminated in a 50-50 joint venture between Merritt-Chapman 
& Scott and Frederick Snare Corp.; the name given the joint venture 
was ‘‘Snare-Merritt.” The activities which led up to the formation 
of this joint venture were inquired into by the subcommittee as well 
as were the relative contributions that have been made by the two 
‘joint-venturers.”” More specifically the inquiry has been directed 
toward, ‘‘How and why did Merritt-Chapman & Scott get one-half of 
this contract and what have they done toward earning their $500,000 
fee?”’ and ‘“‘Would it have been more economical to the Government 
if Frederick Snare Corp. had received the entire or major portion of 
the contract?” 

The Frederick Snare Corp. has been operating in Cuba since 1902, 
and has had extensive construction and engineering experience in that 
country, including more than 600 major contracts, many of which 
ran between $30 million and $50 million. Frederick Snare has done 
the following work at Nicaro, Cuba: 

1. In 1940-41 made surveys and preliminary work for Pard- 
ners’ mines. 

2. Constructed the original nickel plant ($33 million) in 20 
months (1942-43) during the heat of World War II. 

3. Rehabilitated and reactivated the nickel plant during the 
Korean war (1951-52). 

4. After the full reactivation, built precipitrons, a sinterin 
piant, and a cobalt pilot plant, all in connection with the nicke 
plant. 
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In performing the above work the Snare organization gained an 
intimate knowl of the nickel plant and of Nicaro in general, which 
knowledge was ittedly not shared by any other constructor. 

A memorandum dated January 8, 1954, from Colonel Pinkley (an 
engineer who is chairman of GSA’s Nickel-Graphite Committee) to 
Mr. Mansure enumerates the qualifications which the construction 
contractor should have, and then states: 


* * * The only company known to us having the above 
qualifications is the Frederick Snare Corp., who built the 
original Nicaro plant_and who performed the rehabilitation 
work in connection with its recent reactivation in a highly 
successful manner. ‘To the best of our knowledge, this is the 
only American company who is well qualified in Cuba and 
who has performed successfully projects of comparable size 
and complexity * * *. We stron ly recommend that the 
selection of a constructor be based on their demonstrated 
ability to perform such a project in Cuba * * *, 


The above memorandum was initialed “O. K.”’ by Mr. Mansure. 
Consistent with the above memorandum is a letter dated January 18, 
1954, from Mr. Mansure to Mr. Sherman Adams, Assistant to the 
President, which stated that GSA was considering letting the con- 
struction contract to Frederick Snare, pointing out Snare’s outstand- 
ing qualifications. 

A letter dated July 27, 1954, from Singmaster & Breyer (consulting 
engineers to GSA for the expansion program) to Colonel Pinkley 
states: 


* * * It is our opinion that any other contractor than 
Snare will delay the completion of this addition by some 
3 months to a year’s time, depending upon the contractor, 
that additional costs will run in the magnitude of $2 million 
to $5 million due to the lack of knowledge and experience of 
any other contractor at this exact location and on this 
specific plant and process for the extraction of nickel from 
lateritic iron ores. Decision called for by the above reason- 
ing is months overdue. It should not be delayed further. 


GSA set forth in writing the necessary qualifications of the success- 
ful contractor. Frederick Snare was the only contractor considered 
which could meet those qualifications. 

Merritt-Chapman & Scott is a very large construction firm—larger 
than Frederick Snare. However, Merritt-Chapman & Scott could 
not meet the criteria for this particular job—they had no working 
organization in Cuba, had no thorough knowledge by actual experience 
of certain matters pertaining to construction in that country, for ex- 
ample, working conditions, material costs and sources, legal require- 
ments and customs procedures, and were not well-established in Cuba 
with good labor and public relations already confirmed. Furthermore, 
Merritt-Chapman & Scott did not even have a permit to do business 
in Cuba; this authority was not obtained until 44% months after the 
joint-venture contract was awarded. 

Even though the critical need of nickel for national-defense purposes 
would dictate that the construction contract be let immediately, and 
notwithstanding the Nickel Graphite Committee’s feeling that only 
Frederick Snare should be considered, GSA and National Lead never- 
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theless proceeded to send out questionnaires to intesested contractors. 
The private files of Randall Cremer (vice president of Frederick Snare 
and project manager of the joint venture) subpenaed by the subcom- 
mittee stated that the questionnaires were merely for defensive pur- 
poses in the event unsuccessful constructors should stir up @ congres- 
sional investigation; these files also indicate that until late spring 1954 
Frederick Snare felt confident, in spite of the disappointing delays, 
that they would eventually be awarded the construction contract. 
Mr. Mansure testified that from the beginning he had intended to 
have a joint venture so as to have combined resources for a job this 
large. This testimony is inconsistent with the language of Mr. 
Mansure’s letter of January 18 to Mr. Sherman Adams wherein he 
stated he was considering letting the construction contract direct to 
Snare. 

Some 60 contractors answered the questionnaires sent out by 
National Lead; by May 15, 1954, this list was narrowed down to 4— 
Frederick Snare, Merritt-Chapman & Scott, Raymond Concrete, and 
Stone & Webster. On June 30, 1954, National Lead recommended 
to GSA that the whole contract be awarded to Merritt-Chapman & 
Scott, and in respect to Frederick Snare, stated: 


* * * to the extent practicable, we suggest that Merritt- 
Chapman & Scott enlist the assistance of the Frederick 
Snare Corp. in the construction work * * *. 


Mr. Harry C. Wildner, vice president of National Lead and president 
of Nickel Processing Corp., testified that he telephoned Mr. Louis 
Wolfson, board chairman of Merritt-Chapman & Scott, and asked if 
they wanted the contract—apparently Mr. Wolfson indicated they 
did. This recommendation by National Lead stated that Merritt- 
Chapman & Scott had adequate experienced personnel available for 
assignment to the project; contrary to this statement is the fact that 
it was January 1955 before Merritt-Chapman & Scott obtained au- 
thority to do business in Cuba, and furthermore the Cuban law re- 
quires that Cuban labor be utilized. This Cuban labor law apparently 
is rigidly enforced since for this large construction project only 7 
Americans are working in the field and 2 of these are native Cubans. 


In their recommendation of Merritt-Chapman & Scott, National 
Lead stated: 


* * * in our opinion Frederick Snare Corp., are not as ade- 
quately staffed at the supervisory, purchasing, and expediting 
level as Merritt-Chapman & Scott Corp. * * *. 


For the Nicaro project this opinion appears somewhat unsound when 
tested by the subsequent facts and testimony, namely, the undisputed 
fact that 100 percent of the supervisory personnel at the construction 
site belongs to the Frederick Snare organization, and the testimony 
that about 75 percent of the purchasing was effected under the direc- 
tion of Frederick Snare’s chief purchasing agent. 

In July 1954 Mr. Mansure disapproved of National Lead’s recom- 
mendation of Merritt-Chapman & Scott, apparently because he 
thought Frederick Snare should have part of the contract; therefore, 
it may be deduced that without this intervention by Mr. Mansure, 
Frederick Snare would have had no participation unless Merritt- 
Chapman & Scott chose to sublet to them part of the contract. 


90020°—57 H. Rept., 84-2, vol. 9——19 
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After the abovedisapproval by Mr. Mansure some rather complex 
and intriguing negotiations developed. Numerous spouts were 
identified with these negotiations, including Mr. Mansure, Mr. 
Leonard Hall (chairman, Republican National Committee), Mr. 
Harold Talbott (then Secretary of the Air Force), Mr. Herbert 
Brownell (United States Attorney General), Mr. William J. Balmer 
(a long-time friend of Mr. Mansure), members of the President’s 
Cabinet, members of the White House staff, National Lead Co. and 
various contractors competing for the job.’ 

It seemed throughout these»negotiations that Frederick Snare, 
because of their unique qualifications would surely get part or all of 
the construction contract. Mr. Cremer indicated that one of Snare’s 
primary obstacles (none of which related to their capabilities) was to 
satisfy Mr. Leonard Hall that Snare was not a ‘‘New Deal-Fair Deal” 
company since it appeared the contract was being held up by the 
Republican National Committee. In order to satisfy Mr. Hall on 
this score, Snare asked several prominent people to contact the Repub- 
lican National Chairman, including Mr. Talbott and Mr. Bernard M. 
Shanley (Secretary to the President). Mr. Cremer felt that he con- 
vineed Mr. Hall that Frederick Snare and its officers had a satisfactory 
Republican background. 

Other contractors were making their influence felt even though 
none of them was qualified to do the job. Mr. Mansure admitted 
giving Mr. Leonard Hall a list of 4 or 5 contractors being considered, 
including Raymond Concrete Pile Co. in whom Mr. Hall himself had 
once expressed an interest, and Merritt-Chapman & Scott which 
according to testimony was recommended by Mr. Talbott and Mr. 
Brownell. Mr. Mansure was quoted as saying that half President 
Eisenhower's Cabinet recommended someone or another for this $43 
million contract. Mr. Mansure seemed to have invited such recom- 
mendations, e. g., he wrote to Mr. Sherman Adams about this sub- 
stantial contract, stating that he was holding up contractual com- 
mitments and invited Mr. Adams to make helpful suggestions. 

In July 1954 Mr. Mansure asked Frederick Snare to work out a 
joint venture arrangement with Merritt-Chapman & Scott; a few 
days later he asked Snare to work out a joint venture with Raymond 
Concrete; a few days later he switched back to Merritt-Chapman & 
Scott. This indecision would seem to suggest that influential forces 
were finding expression. 

Even though the evidence creates a strong inference that the 
awarding of this valuable contract was dominated by political mo- 
tives prejudicial to the American public, the truth of this inference 
was not conclusively established. However, the subcommittee was 
on the track of acquiring further information relating to political 
favoritism and criminal allegations when the Department of Justice 
and the GSA took affirmative action to conceal this pertinent infor- 
mation from the Congress and the public. It appears the executive 
branch, by withholding this information, would rather bear the sus- 
picion than have a public airing of the truth. 

A considerable amount of the testimony related to whether or not 
National Lead and GSA were aware that Merritt-Chapman & Scott 








3 See appendix A for a more detailed account of the evidence on this matter. 
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did not have authority to do business in Cuba. It was established 
that Merritt-Chapman & Scott did not obtain this authority until 
January 1955, up until which time the signs, pay envelopes, and time 
books of Frederick Snare had to be used. Mr. Mansure testified that 
he was told by Mr. Cremer that Merritt-Chapman & Scott were not 
qualified to do work in Cuba. At the meeting on July 27 in Mr. 
Mansure’s office Colonel Pinkley raised the issue of Merritt-Chap- 
man & Scott’s eligibility to work in Cuba. Colonel Pinkley testified 
that Mr. Schott stated definitely that they were eligible. Mr. 
Wildner testified that National Lead was quite sure that Merritt- 
Chapman & Scott had a permit to work in Cuba at the time National 
Lead recommended them (June 30, 1954). Mr. Cremer testified 
that he knew Merritt-Chapman & Scott had no such permit and that 
it would take them several months to get one, and that he made an 
issue of this point with Mr. Mansure who said that Frederick Snare 
could go ahead and start on the work anyway. It was never made 
clear to the subcommittee just why Mr. Mansure and National Lead 
lossed over this essential requisite for doing construction work in 
ba. When one considers the fact that the issue was pointedly 
brought to their attention, their indifference becomes appalling. 

Several times in the hearings it was stated that Merritt-Chapman & 
Seott had done some work in Cuba—apparently these statements were 
based upon representations made by Merritt-Chapman & Scott. Mr. 
Cremer appeared to be the only witness with any clear-cut information 
on this point; he testified that Merritt-Chapman & Scott had never 
actually done any construction work in Cuba, although they were 
in on @ joint venture with Purdy & Henderson in 1952 or 1953 for the 
purpose of building a waterworks, but that the work was actually 
conducted by and in the name of Purdy & Henderson. 

Sometime after the construction contract was let to the joint 
venture, ‘“‘Snare-Merritt,”’ a fee of $1 million was agreed upon, to be 
divided equally between Frederick Snare and Merritt-Chapman & 
Seott. The subcommittee expressed concern over what Merritt- 
Chapman & Scott had done and was doing toward actually earning 
their one-half million dollars. The testimony of Mr. Cremer and 
Colonel Pinkley satisfactorily established that Merritt-Chapman & 
Scott have furnished no personnel whatever at the construction site 
at Nicaro, all of the supervisory personnel being of the Frederick 
Snare organization. Merritt-Chapman & Scott has furnished one 
man for the administrative work at the small Habana office and whose 
reimbursable salary is $12,000 a year. The absence of Merritt- 
Chapman & Scott personnel at the construction site is not so sur- 
pe since they had no organization in Cuba, since they did not 

ecome eligible to do business in Cuba until January 1955, and since 
the Cuban law requires that Cuban labor, including supervisory 
personnel, be utilized. Consequently, all of the field construction 
work has been done by Frederick Snare. 

Even though the major portion of the work was to be done at the 
construction site, there were other important matters to be attended 
to at the New York office of Snare-Merritt, primarily the purchasing, 
expediting, and traffic management. Mr. Cremer of Snare was 
designated in the contract as the project manager. He testified that 
about 75 percent of the purchasing was made under the personal 
supervision of Snare’s chief purchasing agent. Mr. Cremer testified 
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that Merritt-Chapman & Scott:has made:some contribution, e. ¢., 
some of their personnel are in the purchasing division which handles 
the purchasing, expediting, and traffic problems; that he frequently 
has lunch with their officials at which time they discuss problems, 
and he thereby gets the benefit of their advice; and that the deputy 
project manager is a Merritt-Chapman & Scott man and takes an 
active part in the work. Mr. Cremer would not dogmatically assert 
that Snare has done 95 percent of the work of this joint venture, 
since, as he said, many nebulous factors were involved which defied 
recise calculation. Mr. Mansure and Colonel Pinkley testified they 
id not know what Merritt-Chapman & Scott were doing to earn 
their fee, but that the work was —— satisfactorily. Mr. 
Schott of Merritt-Chapman & Scott, although subpenaed, did not 
appear to testify due to his mother’s illness, but sent word that he 
would be glad to appear at some future date. The subpena of Mr. 
Louis Wolfson (of Merritt-Chapman & Scott) was returned unserved. 
Mr. Cremer testified that while he did not believe $1 million was 
too large a fee for this job, Snare probably would have done the job 
for less, and would have even considered a fee of about one-half million 
dollars, although he felt such a fee would be too low. At this point it 
was brought to Mr. Cremer’s attention that Snare was in fact sub- 
stantially doing the entire job for only a one-half million dollar fee, 
whereupon Mr. Cremer explained that the main reason Snare was 
willing to do the bulk of the work for this fee was because they felt a 
moral obligation in connection with Nicaro as it had been a matter of 
pride to them for 15 years, and they just could not show an unwilling- 
ness to do what the Government asked of them in this instance. 
Evidence in the record suggests that unnecessary and costly delays 
occurred in the letting of the construction contract. According to 
research in Cuba by the Bureau of Mines, the expansion program at 
Nicaro will increase the production of nickel by 60,000 pounds a day 
(a current market value of almost $40,000). Therefore 1 month’s 
delay in the completion of the project would cost the production of 
almost 2 million pounds of nickel with a market value of well over a 
million dollars. ‘The delays not only have a bearing on economy but 
also on the urgent need for nickel; Mr. Mansure testified: 


The requirements for nickel for our defense program, as you 
all know, is very critical. 


In a letter dated January 4, 1954, Frederick Snare informed GSA 
that within less than a week they could begin on the necessary housing 
and storehouses for the construction forces, and follow up with the 
foundations of the new plant as fast as plans could be made available. 
A memorandum of January 8, 1954, from Colonel Pinkley to Mr. 
Mansure (initialed “O. K.” by Mr. Mansure) strongly recommends 
that the contract be let to Frederick Snare, and states: 


* * * We consider it essential that all these contracts be 
awarded at the earliest practicable time in order that there 
will be no unnecessary delay in obtaining the benefits of the 
expanded capacity. 

A letter dated January 18, 1954, from Mr. Mansure to Mr. Sherman 
Adams states that the contracts are to be negotiated because the 
urgent need to save time prevents the use of competitive bidding; 
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however, this letter indicates that some delay will be indulged in by 
stating: 


* * * Knowing your very lively interest in such matters, 
IT am making our tentative plans known to you before enter- 
ing into any contractual commitments and shall appreciate 
any suggestions or comments you may care to give me * * *, 


A letter dated July 27, 1954, from Singmaster & Breyer (consultin 
engineers to GSA) to GSA states that the construction contract shoul 
have been let months ago; and that in order to expedite and economize 
on the expansion project, recommends: 


* * * that the contract for the construction of the Nicaro 
plant expansion be let immediately. * * * That it be let to 
the Frederick Snare Corp. * * * any other contractor than 
Snare will delay the completion of this addition by some 3 
months to a year’s time, depending upon the contractor; 
that additional costs will run into the magnitude of $2 million 
to $5 million due to the lack of knowledge and experience of 
any other contractor at this exact location and on this specific 


plant and process for the extraction of nickel from lateritic 
iron ores. * * * 


The testimony of Colonel Pinkley establishes that GSA committed 
the prime contract to National Lead on January 15, 1954, and shortly 
thereafter National Lead began considering the solicitations of in- 
terested constructors. In this prime contract, dated April 30, 1954, 
is a term whereby National Lead agrees to select a constructor within 
15days. National Lead did not comply with this term and apparently 
GSA did not insist upon its observance for it was not until August 19, 
111 days later, that the construction contract was let. The non- 
compliance with this 15-day term and the resulting 96-day delay 
cons as Government the production of almost 6 million pounds of 
nickel. 

The letter of intent letting the contract to “Snare-Merritt” was 
dated August 19, 1954; in the latter part of September work at the 
site actually began. Therefore, it appears that the completion of the 
expansion program will be unnecessarily delayed for 6 months; the 
cost of this delay in terms of production will be about 11 million pounds 
of critically needed nickel with a market value of over $7 million, 


MICROFILMS WITHHELD FROM SUBCOMMITTEE 


During the hearings it was disclosed that the GSA, while micro- 
filming the insurance files of Snare-Merritt for another committee of 
Congress, through alleged inadvertance, microfilmed the private files 
of Randall Cremer (project manager of the expansion construction). 
Mr. Baron Shacklettte, a lawyer and Director of the Security and 
Compliance Division of GSA, testified that upon reviewing the micro- 
film prints of these private files, he discovered certain allegations 
therein of a possible criminal nature; and that he made this discovery 
known to Mr. Mansure who concurred in his recommendation that the 
microfilm prints be turned over to the Criminal Division of the Justice 
Department. The Justice Department, after evaluation of the con- 
tents of these private files, initiated an investigation through the 
Federal Bureau of Investigation. The hearings disclosed that FBI 
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personnel had already interviewed Mr. Cremer, and had made ar- 
rangements to discuss these alleged criminal allegations with Mr. 
Mansure. 

In August 1955 the Joint Committee on Defense Production re- 
quested GSA to conduct an investigation of the insurance and broker- 
age awards made in connection with the Nicaro expansion project. 
In pursuance of this request GSA undertook to microfilm records per- 
taining to the insurance, including the records at the office of Frederick 
Snare Corp. in New York City. Mr. Cremer testified that he specific- 
ally identified his private files to the GSA microfilmer and expressly 
instructed him to leave those files alone; nevertheless, one afternoon 
upon returning to his office he (Cremer) found this man from GSA 
microfilming his private files; he asked GSA for the return of these 
microfilms; GSA refused but assured him the contents would never 
be made known. Mr. Cremer further testified that a considerable 
amount of correspondence had been removed without his knowledge 
from his private files. The removed records came to his attention, 
he stated, when he discovered the FBI had microfilm prints of some 
records that at one time were, but no longer are in his private files. 
Mr. Cremer testified that he had no knowledge of anyone ever remov- 
ing any of the above records, and the only explanation he could sur- 
mise was that the microfilmer from GSA removed these records. The 
subcommittee subpenaed Mr. Cremer’s private files, but certain rec- 
ords admittedly had already been removed therefrom. 

Mr. Shacklette was asked if the microfilm prints turned over to 
the Criminal Division of the Justice Department pertained to the 
joint venture on the Nicaro construction contract and the splitting 
of the million dollar fee, but, upon the advice of GSA’s general counsel, 
he refused to answer the question. The GSA counsel contended that 
a “privilege” not to disclose existed where an agency transmits such 
records to the Justice Department. GSA’s counsel in vaguely stating 
the basis of the privilege did not point out to whom the privilege 
belonged, nor who was entitled to invoke it. Upon the advice of 
counsel, Mr. Shacklette refused to answer other questions. GSA was 
requested to furnish the subcommittee a brief setting forth the author- 
ity for the existence of this privilege for this particular situation, i. e. 
personal knowledge by the witness of the contents of nongovernmental 
papers which have come into the custody of the executive branch, 
and bd what authority or order does the agency employee assert this 
privilege. 

GSA eventually did file such a brief in which they argued that, by 
virtue of section 5, Executive Order 6166 of June 10, 1933, when GSA 
turned over the microfilm prints to the Justice Department, this 
matter thereafter came under the exclusive control of the Justice 
Department including the actual microfilms and prints thereof which 
remained in the physical custody of GSA. A reading of this Executive 
order, and me constructions of it, make it plain that the order 
contemplated no situation such as this, but rather was for the purpose 
of preventing executive agencies from prosecuting suits and com- 
promising claims after such matters had he referred to the Depart- 


ment of Justice. The GSA further argued that, as to the production 
of the microfilms or the prints thereof, or revealing the contents 
thereof, a privilege existed in favor of the Justice Department and 
GSA was bound to claim the privilege on behalf of that Department; 
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the existence of such a privilege was based upon a 1941 opinion of the 
Attorney General wherein, at the direction of the President, the 
Justice Department declined the request of a congressional committee 
for FBI investigative reports made in connection with the loyalty 
program; this opinion made the contention that the President can 
withhold any papers from Congress if deemed in the public interest, 
and he is the sole judge as to whether concealment would be in the 
public interest. This Attorney General opinion is no authority of 
itself, but only a contention; also, the facts in that opinion were 
grossly different from the facts in the subcommittee’s hearing. 

Whether or not a privilege exists in such an instance as this has in 
fact never been determined. 

The Justice Department was requested to make available to the 
subcommittee the contents of the microfilms, but that Department has 
indicated by its “delay” tactics that the request will be denied. 
Therefore, this subcommittee, through GSA and the Justice Depart- 
ment, has been denied information contained in nongovernmental 
records relevant to the Government’s $43 million project at Nicaro, 
Cuba. If these same records were still in the custody of the private 
owner, they would be available to the subcommittee. 

The Justice Department has furnished no reasonable explanation 
for denying the subcommittee access to the contents of these non- 
governmental records. That Department is well aware that the 
microfilms were made at the request of Congress to aid in its legislative 
responsibilities. That Department is further aware that many of 
the original records were willfully stolen or removed from the private 
files of Randall Cremer; according to Mr. Cremer it seemed that a 
representative of the executive branch must have removed these 


a, are 
herefore, an inescapable inference is raised that the executive 
branch of the Government, through the Justice Department and the 
GSA, has acted affirmatively to conceal from Congress and the public 
the contents of certain private records which it wrongfully acquired. 
The originals of these records are now unexplainedly missing. It 
is significant that these microfilms and prints therc-' were not ac- 
quired in the course of an investigation by the Justice Department, 
nor do they comprise any part of an investigative report by the GSA; 
the executive branch acquired the contents of these records by a mere 
ne process as an accommodation to the Congress. 

here is no public interest being served by the Justice Department’s 
hiding of this information from Congress and the public. Unless this 
information is made public the compelling implication will be that 
the Department of Justice of the United States is deliberately serving 
as an official cloak of secrecy to cover up acts of corruption and/or 
favoritism. Such an implication reflects on all of Government, but 
it has particular connotations of political favoritism since so many 
prominent Republicans were stated to have exerted pressures with 
respect to the contract award. 


SELECTION OF INSURANCE BROKER 


Before the construction contractor, Snare-Merritt, actually began 
the work, it was necessary that they be insured for certain vane of 
risks. These types included workmen’s compensation, comprehensive 
public liability, payroll robbery, and a primary commercial blanket 
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bond. GSA determined that competitive bidding would be used in 
awarding the insurance. In the meantime Snare-Merritt carried 
insurance on binders to cover the above risks, beginning September 
23, 1954. 

On October 2, 1954, invitations to bid were forwarded by Snare- 
Merritt to certain carriers. Under the term of the invitation Snare- 
Merritt was to make the award and appoint the broker, but National 
Lead Co. and GSA retained the right to disapprove of any awards so 
made. Five bids were submitted pursuant to this invitation, but all 
these bids were rejected; GSA’s explanation for the rejection was that 
the bids were ‘“‘garbled” and not responsive. 

New invitations to bid were sent out January 14, 1955. Several 
carriers responded by submitting bids in person in Habana on Feb- 
ruary 3, 1955. The bids were forwarded unopened to the Snare- 
Merritt office in New York City where they were opened February 9, 
1955. Snare-Merritt wrote an analysis of the bids which along with 
the bids they forwarded to National Lead. National Lead forwarded 
their recommendations on March 25, 1955, to GSA. On April 15, 
1955, GSA approved of National Lead’s recommendations with some 
modifications. On April 30, 1955, Snare-Merritt officially announced 
the awards. The workmen’s compensation, the most coveted award, 
went to the Cuban company, La Alianza, which also was awarded the 
comprehensive public hability and payroll robbery. Following are 
the _— of the various carriers and the types of risks they were 
awarded: 


1. La Alianza (Habana)......--.. Workmen’s compensation (Cuban em- 
ployees); comprehensive public liability 


(Cuban employees); payroll robbery. 


2. “El Globo” (Habana) .._...... Fidelity bond. 
3. Insurance Company of North Workmen’s compensation (New York em- 
America (Philadelphia, Pa.). ployees); comprehensive public liability 


(New York employees). 


Nore.—From September 23, 1954, to April 30, 1955, the same risks now carried by La Alianzo were 
carried on binders by De Fianzas of Habana. 


Ina gg ah a date of May 3, 1955, Snare-Merritt appointed the 
Balmer & Moore Insurance Agency of Chicago, Ill., as brokers of 
record, the appointment being made retroactive to the date of the 
construction contract (August 1954). One term of the appointment 
stipulated that a Cuban broker to be appointed by Snare-Merritt 
was to receive one-third of the brokerage. 

The Cuban law requires the carrier to pay a broker 10 percent of the 
workmen’s compensation premiums. For a project as large as the 
nickel expansion program 10 percent is a very large fee, but there is no 
legal alternative. The amount of the ba Sa commission for the 
other types of insurance apparently is set by custom. 

The following shows the commission percentages which have or will 
be paid to the brokers by the carriers: 
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Commission | Amount of 
Type of insurance percent commission 
Compania Cabana de Fianzas (from Sept. 23, 1954, to Apr. 30, 1955): 
} Workmen's compere ot? : $9,008. 68 
Comprehensive public liability. .................-..-..---.------..-.- 
3. Payroll robbery 4 10 10. 78 
RE ay gg ny ey Ee 5 ae nee 
1. ens “SAC eshe ta eS AT SO 10 24. 52 
2. United ry hs ve Geka SF EEE Fe ae ee 17% 7.42 
Seaboard Surety Co.: 1. lity bond (Cuba and United States). .......... 15 141. 50 
La Alianza (from Apr. 30, to completion): 122. 000. 00 
1. Workmen's compensation .... 410 { 5 27, 500. 00 
2. Comprehensive public Mabilit: 420 #1, 350.00 
3. Payroll —~ Sad sities, eR nae Tie” Thre Sarl ah 420 $234. 00 
“El Globo” (from Apr. 30, 1958, to completion): 1. Commercial blanket bond. 15 5 350. 00 
Insurance Company of North America (from Apr. 30, 1955 to completion): 
1. Workmen’s ppm ae (New Soe pee JE Rtgs Sth RES 10 $110.00 
2, Comprehensive public liability (New York employees)..............- 15 » 18.75 











=o eeeeiion ie 2 peseent Balmer & Moore has a profit-sharing agreement. 
1 GSA's estimate. 
. SES Eger Se the cidtomery comsniuston. 

For the insured risks on operations in Cuba the law there requires 
that a Cuban broker be appointed. In order to comply with this 
law an arrangement was made whereby a Cuban broker, Porfirio 
Franca, Jr., would retain one-third of the broker’s fee with the other 
two-thirds going to Balmer & Moore of Chicago, Ill. 

The Balmer & Moore Insurance Agency, Chicago, Ill., was formed 
May 1, 1954. This firm became agent for the American Surety Co. 
on May 25, 1954, and for the National Fire Insurance Co. of Hartford 
on June 23, 1954. Balmer & Moore as a firm became licensed in 
Illinois as general brokers on August 9, 1955. On September 9, 1955, 
this firm was issued a nonresident broker’s license for the State of 
New York; under this license only Erwin Shafer of the three members 
of Balmer & Moore is cntintnaind: to actively engage in the insurance- 
brokerage business in New York State. 

The other two members of the partnership are William J. Balmer 
and Edward F. Moore, both of Chi , ill. Mr. Moore is chairman 
of the Cook County Republican Central Committee while Mr. 
Balmer is chairman of its executive committee. Mr. Balmer testified 
that it was in their official (Republican Party) capacity that he and 
Mr. Moore recommended to the Republican National Committee 
that Mr. Mansure of Chi be appointed Administrator of GSA. 
Mr. Balmer testified he made an oral recommendation to Attorney 
General Brownell that Mr. Mansure be given this appointment. 
Both Mr. Mansure and Mr. Balmer acknowledged their warm mutual 
friendship which had been personal, political, and civic for some 30 
years, 

The subcommittee was particularly concerned as to why a small, 
newly created insurance agency from Chicago, Ill., was given the insur- 
ance brokerage fee ona $43 million construction project in Cuba. It 
seemed inconceivable that Balmer & Moore could have been awarded 
this lush brokerage fee without having been the benefactor of political 
favoritism, particularly since the firm was not even licensed to engage 
in the age business, and since it was located so remotely from 
the construction site in Cuba. Extensive evidence was adduced on 
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this matter at the hearing and a few significant aspects will be dis- 
cussed briefly.‘ 

Mr. Randall Cremer, project manager for the construction am 
whose function it was to appoint the insurance broker, testified that he 
appointed Balmer & Moore as the broker because Mr. Mansure sug- 
gested that Mr. Balmer be given this handsome fee; Mr. Cremer said 
otherwise he would not have even considered Balmer & Moore. 
Mr. Mansure testified he only suggested that a midwestern broker be 
selected and told Mr. Cremer that Mr. Balmer was thoroughly con- 
versant with midwestern brokers. 

In December 1954 the Balmer & Moore firm privately assured cer- 
tain Cuban insurance representatives in New York that Balmer & 
Moore would be appointed brokers for the Nicaro insurance. In addi- 
tion, this little Chicago agency represented itself as being able to con- 
trol the awarding of the insurance on this $43 million project; on the 
strength of these representations, Balmer & Moore was able to make 
a “profit-sharing” agreement with the Cuban company, La Alianza, 
provided’-that,company was awarded the workmen’s compensation 
insurance. La Alianza was awarded:the workmen’s compensation. 

Mr. Mansure in his testimony told the subcommittee how little he 
knew about the insurance, the brokerage and the Balmer & Moore 
firm; this testimony was in conflict with other testimony and with 
GSA memorandums prepared at the request of Mr. Mansure. 

Mr. Shafer’s (of Balmer & Moore) testimony contained statements 
on vital points, many of which were refuted by his own records. 
(See appendix B for Tiustrations.) Mr. Balmer did not appear very 
well informed as to how his firm was-able to obtain this coveted 
brokerage fee, or as to what his firm was doing to earn it. 

Several factors were brought out during the hearings which further 
aggravated the impropriety of Balmer & Moore’s appointment as 
brokers, such as: Balmer & Moore, in conflict with their duty to the 
assured (the Government’s contractor), made a “profit-sharing” 
arrangement with the principal underwriter, which arrangement was 
based upon the net profits from the workmen’s compensation coverage ; 
Balmer & Moore has delegated the performance of their “servicing” 
duties as brokers to a firm of the same ownership as the principal 
underwriter, such delegation being to the prejudice of the assured; 
Balmer & Moore engaged in the insurance brokerage business without 
a license in connection with this Government contract, such activity 
by Balmer & Moore violating a representation upon which their 
brokerage appointment was based; and Balmer & Moore made repre- 
sentations of being able to exert greater than normal influence in 
placing insurance where the Government is affected. 


ENGINEERING COSTS 


On June 19, 1952, in anticipation of the ultimate official approval 
of the Nicaro expansion project, GSA authorized the Government's 
toma the Nickel Processing Corp. (NPC), to subcontract with the 

. K. Ferguson Co. for the preliminary engineering work, $150,000 
was authorized at this time. On July 15, 1953, GSA. authorized 
another $150,000. On November 6, 1953, $100,000 more was made 
available; another $50,000 was authorized on November 30, 1953. 


* See appendix B for a detailed summary of the evidence relating to the insurance brokerage. 
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On March 15, 1954, GSA authorized an additional $475,000, making 
a total of $925,000 which had been authorized for the engineering 
work several months before the construction contract was awarded. 
Of this $925,000 so authorized, almost $700,000 was spent before 
National Lead let the architect-engineering subcontract to the H. K. 
Fe n Co. By the end of 1955 a little over $2 million had been 
paid Ferguson under this subcontract alone. No estimate of the 
engineering expenses from January 1, 1956, to the completion of the 
expansion program has been made available; however, these addi- 
tional expenses should not be sizable. The engineering costs for the 
expansion program will exceed $3 million, and will amount to more 
than 7 percent of the total cost of the expansion project. 

None of the engineering contracts was let directly by GSA to the 
engineering firm, but through intermediaries, NPC (76 percent owned 
by National Lead) before April 30, 1954, and National Lead after 
April 30, 1954... The record mdicates: that: this.procedure was being 
used as a questionable technique to give National Lead: additional 
compensation which they allegedly deserved. Consistent with this 
indication are the facts that GSA authorized NPC to hire National 
Lead engineers and that GSA awarded the prime contract to National 
Lead who in turn was put on a half million dollar expense account 
to supervise the engineering and construction subcontracts; by January 
1956, National Lead had received $182,185.06 for engineering salaries 
alone for their supervision under the prime contract. The GSA tech- 
nical staff of office and field engineers recommended to Mr. Mansure 
that a prime contract for the engineering be let directly by GSA to 
the engineering firm as this would be less expensive and also the normal 
procedure; Mr. Mansure chose not to follow this recommendation. 

When Snare-Merritt began the construction work in the fall of 
1955, they had very little in the way of plans to work with, although 
at that time the Government had already spent about a million dollars 
on the engineering. Mr. Breyer of Singmaster & Breyer (engineering 
consultants to GSA) in a letter dated July 27, 1954, to GSA stated 
that the usefulness of these engineering expenses was being seriously 
hampered by the delay in awarding the construction contract. 

On June 7, 1954, GSA entered into a contract with Singmaster & 
Breyer, retaining them as consulting engineers for the expansion pro- 
gram, This contract provided a $24,000-a-year fee with an option to 
the Government to renew the contract on the same terms for an 
additional year. GSA did not exercise the Government’s option, but 
3 weeks after the contract expired entered into another 1-year contract 
with Singmaster & Breyer at a fee of $42,000—$18,000 more than the 
fee obtainable under the option. Mr. Breyer testified that his firm 
lost money under the first contract and that a larger fee was granted 
so as to be commensurate with the services being rendered. 


EXPERIMENTAL AND RESEARCH COSTS 


GSA has authorized Nickel Processing Corp. (NPC) to conduct 
experimental and research work which has entailed substantial 
expenses, all of which are reimbursable by the Government. Between 
1952 and the end of 1955, the Government reimbursed NPC in the 
amount of $785,335.52 for research expenses. In addition, NPC is 
now given one-quarter cent per pound of nickel produced as com- 





K 
: 
5 
= 
5 
ie 
m) 
Z 
g 








22 INQUIRY OF “NICKEL PLANT “AT “NICARO, CUBA 





pensation for conducting this research, which for the years 1953, 1954, 
and 1955 amounted to $205,442.07. (Note that the fee was 26 
percent as great as the reimbursable expenses.) When the 75 percent 
expansion of production capacity is achieved, this one-quarter cent 
a pound fee will net about $125,000 a year which will likely be about 
50 — as great as the annual reimbursable cost of the experimental 
and research work. NPC is given still another value for conducting 
experimental and research work for the Government—the right to 
use royalty free all patents which may be developed by virtue of 
this work. Therefore, the taxpayers of the United States have been 
put in the philanthropic role of footing all the expenses of NPC, 
paying an enormous fee to NPC, and finally of donating to NPC 
a portion of the end product by giving away a royalty-free right to 
all patents developed. 

Correspondence in the GSA files indicates that in certain instances 
unnecessary (duplication) experimental and research expenses were 
incurred, which would mean the Government was not getting its 
money’s worth for this costly program. In undertaking certain 

hases of the experimental and research work, the competence of 
National Lead personnel appeared questionable. 


LEGAL STATUS 


In 1950 money was made available to reactivate the Government- 
owned nickel plant at Nicaro. On January 15, 1951, GSA, by a 
letter of intent, entered into an agreement with Mining ee Seer 
Corp. which agreement provided for the operation of the plant for the 
account of the Government by a subsidiary to be formed by Mining 
Equipment Corp. and to be known as Nickel Processing Corp. (NPC). 
Such a subsidiary was later formed, and performance under the letter 
of intent was assumed by it. This letter of intent provided for a 
5-year period of full operation, but recited no authority for such an 
operational agreement. In July 1953 GSA’s Office of General Counsel 
prepared a 15-page, well-documented opinion which stated: 

* * * the operating agreement is, in our opinion, invalid 
for want of proper authority on the part of the Government 
to make such a contract. Further, it is our opinion that pay- 
ments made under this unauthorized arrangement will be sub- 
ject to disallowance just as such payments have always been 
oe to disallowance by the Government’s accounting 
officers. 


In refuting alleged authority from Congress to enter into this agree- 
ment the above opinion pointed out that the unambiguous intent of 
Congress, as ascertained from statements in unmistakable terms 
appearing in congressional documents, was that no authority was 
being conferred upon the Government to operate certain of its plants, 
including the nickel plant. 

Thavolees, it appears that the Government’s nickel plant is being 


managed illegally. While GSA had authority before June 30, 1955, to 
make a negotiated sale or lease of the plant, they had no authority 
to operate it nor to hire an operator. The letter of intent dated 
January 15, 1951, as amended, contains the terms of the questionable 
operating agreement between GSA and Nickel Processing Corp. 
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Not only has that letter of intent never been reduced to a definitive 
contract, but it has been aggravated by at least 12 amendments 
during the past 5 years. 

By aac a letter No. 9, dated January 29, 1953, the letter of 
intent was amended so as to give NPC (controlled by National Lead) 
the exclusive privilege of submitting py goa prior to December 1 
1956, to the Government for the lease of the multimillion dollar nickel 
plant; apparently such a lease, if negotiated, would become effective 
upon the expiration of the sh operating agreement on June 30, 
1957. Even under the charitable assumption that the operating 

r t is legal, there are grave doubts that amendatory letter 
No. 9 confers any legal right to NPC, or imposes any legal obligation 


upon the Government. The pertinent part of this amendatory letter 
reads as follows: 


At any time prior to December 1, 1956, the manager shall 
have the right to submit to the Government a proposal or 
proposals to lease the plancor facilities. If a lease contract 
acceptable to the Government cannot be negotiated prior to 
December 1, 1956, then the Government shall be at liberty to 
offer the plant or facilities for sale or lease, effective as of the 
expiration of this agreement, to others on such terms as the 
Government deems appropriate. At any time during the 
term of this agreement the Government shall have the right 
to submit to you a proposal or proposals to lease to you said 
facilities, and you agree to negotiate in faith with the 
Government to the end that a mutually acceptable lease 
agreement may be reached, which lease agreement may be 
coupled with a production contract wherein you agree to 
produce for the Government or for industry, and you are 
given the right to a guaranteed market for such production 
in the form of a right to tender unsold quantities thereof to 
the Government on mutually agreeable terms arid conditions. 


National Lead contends that the above PN mar legally obligates 
the Government to negotiate a lease with NPC prior to December 1, 
1956. Six attorneys of GSA held a conference to determine the legal 
consequence of the above provision which conference ended with three 
different opinions; only one attorney had participated in the drafting 
of this provision and he was of the opinion that it conferred — 
NPC no right whatever. The plain language of this provision does 
nothing but allow NPC alone to submit lease proposals:to.the Govern- 
ment until December 1, 1956. Of course; the Government is obligated 
to act in the public interest, and Congress has time and again asserted 
that this interest is usually best served by poe crm selling and 
leasing Government properties. Any proposal by NPC under this 
provision is not likely to be acceptable to the Government since all 
of NPC’s competitors would be excluded. 

Apparently the Government had no reason to amend its probably 
illegal contract to give gratuitously to NPC this alleged leasing privi- 
lege. Furthermore this nickel plant is a national industrial reserve 
plant, the ere of which is that the Secre of Defense must 
authorize an e or lease thereof. GSA admittedly did not consult 


the Defense Department when agreeing to the nebulous leasing provi- 
sion in amendatory letter No, 9. Of course, if GSA’s legal opinion 
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in respect to the invalidity of the operating ment is correct then 
the amendments thereto would be of no | consequence. 

Mr. Maxwell Elliott, GSA’s General Counsel, in testifying before 
“— subcommittee as to the ambiguity of amendatory letter No. 9, 
said: 





We are getting briefs from ee fa and we are going to 
submit it to the Attorney General. 


One currently glaring obstacle to negotiating a lease with NPC is 
that GSA has no authority to negotiate leases or sales of Government 
properties. Such authority to dispose by negotiation ired June 
30, 1955, and has not since been restored. — It would be rather incred- 
ible to find in the ambiguous language of amendatory letter No. 9 
an exercise of GSA’s negotiating authority as of January 29, 1953, 
and it is doubtful that GSA would give consideration to such a 
flimsy proposition. 

Mr. Mansure has described the legal status of the Nicaro plant as 
being “in a friendly” tangle. However, it is less than friendly to 
those companies interested in leasing the plant. Mr. Mansure ad- 
mitted that he has inadequate data upon which to determine the 
leasehold value since the $43 million expansion program will not be 

; completed until the latter part of this year; he further stated that 

a Fe such data will not become available until production under the ex- 
| e panded facilities is commenced. Therefore, it does not appear pos- 
Pa ae sible for GSA, acting in the best: interests of -the Government, to 
a. negotiate a lease before the early part of 1957. 


FInpIncs 


1. That political arid private influence played an active role in the 
awarding of the construction subcontract. 

2. That unnecessary. delay in awarding the construction contract 
cost the United States Government at least 10,000,000 pounds of 
critically needed nickel of a market. value of about $6,500,000. 

3. That in the light of the records of General Services Administra- 
tion and testimony given before the subcommittee, Frederick Snare 
Corp. was the only American contractor considered which was qualified 
to undertake the construction for the expansion project. 

4. That, since they were inexperienced in Cuba and had no permit 
to do. business in that country, it is seriously questionable whether 
poe Merritt-Chapman & Scott should have been awarded 50 percent or 
ee any percentage of the construction subcontract. 

| 5. That the contribution by Merritt-Chapman & Scott to the con- 
struction joint venture has been of such insignificance that they 
decidedly are not earning a $500,000 fee. 

6. That the Department of Justice and General Services Adminis- 
tration has obstructed the work of the Congress and of this committee 
by deliberately withholding from the committee and the public copies 
of certain nongovernmental papers in their custody which relate to the 
construction subcontract, a subject of legitimate inquiry by the 
committee. 

7. That Balmer & Moore Insurance Agency, of Chicago, IIl., was 
awarded the insurance brokerage contract on the basis of political 
favoritism. 

8. That, since the broker is supposed to represent the assured, the 
arrangement by Balmer & Moore for Ultramar Inter-America Corp. 
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to perform the broker’s “servicing” presents a conflict of interest 
since both Ultramar and the principal underwriter are owned by the 
same interests. 

9. That Balmer & Moore made an improper “profit-sharing” 
agreement with the principal underwriter as to the workmen’s com- 
pensation insurance. 

10. That Balmer & Moore made representations of their ability 
to exert greater than normal influence in the awarding of insurance 
affecting the Government, and such representations have the effect of 
impeaching the integrity of the Government. 

1.' That the inconsistencies in the evidence relating to the insur- 
ance and brokerage awards warrant the conclusion that false testi- 
mony was given under oath before the subcommittee. 

12. That General Services Administration has been unduly passive 
in not taking action on the July 1953 opinion of GSA’s Office of General 
Counsel that the nickel plant operating contract of 1951 is illegal. 

13. That, in the light of the committee’s evidence of record, current 
fees paid to Nickel Processing Corp. by the Government for the opera- 
tion of the nickel plant appear excessive. 

14. That unnecessary expenses and costly delays were occasioned 
by General Services Administration’s failure to let direct the con- 
struction and architect engineer contracts. 

15. That, in the light of the urgent need of nickel for national 
defense purposes and the nationwide interest in Government economy, 
the National Lead Co. acted irresponsibly in their recommendation 
yi the construction subcontract be awarded to Merritt-Chapman & 

tt. 

16. That the engineering costs for the nickel-plant expansion were 
excessive, primarily due to needless delays and GSA’s failure to con- 
tract directly with the company doing the actual work. 

17. That the experimental and research fee paid to Nickel Pro- 
cessing Corp. is unduly liberal if not exorbitant. 


RECOMMENDATIONS 


1. That the Genera] Services Administration in the future award 
Government contracts in such a manner that aspiring awardees will 
find no advantage in seeking the intervention of the White House or 
either of the major political parties. 

2. That the General Services Administration and the Department of 
Justice make public those copies of nongovernmental papers con- 
taining alleged criminal allegations which they are withholding from 
the subcommittee and the public. 

3. That, in regard to the awarding of the construction subcontract, 
the Department of Justice initiate legal recourse if warranted. 

4. That the General Services Administration take action to resolve 
the long pending legal questions relating to their management of the 
nickel plant. 

5. That General Services Administration, in letting any future 
leases of the nickel plant, give more serious consideration to the use 
of competitive bidding so as to allow all interested parties equal 
opportunity to submit offers. 

6. That General Services Administration make a prompt review for 
the purpose of ascertaining whether a reduction is warranted in the 
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experimental and research fee for the unexpired period of the operat- 
ing —— with Nickel ing Corp. 

7. That General Services Administration scrutinize more closely the 
reimbursable expenses incurred ‘for experimental and research work 
in order to better protect the Government’s costly investment in this 
program. 

8. That, since the current operating agreement with Nickel Process- 
ing Corp. terminates June 30, 1957, General Services Administration 
be cautious not to authorize expenses of dubious value to the Gov- 
ernment. 

9. That, since it appears Balmer & Moore violated a representation 
upon which their insurance brokerage appointment was based, and 
since political favoritism was the vital factor in this appointment, it 
be determined by General Services Administration, National Lead 
Co., and Snare-Merritt whether such appointment should be revoked. 

10. That a — of the transcript of the subcommittee hearings be 
certified to the Department of Justice with the recommendation that 
n — be made as to whether perjury charges should be 
initia 
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Appenpix A 
SUMMARY OF EVIDENCE REGARDING CONSTRUCTION CONTRACT AWARD 


This appendix is being inserted to furnish a more detailed account of 
testimony and other evidence relating to the unusual manner of 
awarding the construction contract for the $43 million expansion of the 
Government’s nickel plant at Nicaro, Cuba. 

Mr. Cremer testified that on July 16, 1954, Mr. Wildner (vice 
president of National Lead) phoned Mr. Seeley (president of Frederick 
Snare) and asked if Snare would be initerentod in a joint venture with 
Merritt-Chapman & Scott in which Merritt-Chapman & Scott would 
have the lead ; and that on this same day he had an appointment with 
Mr. Mansure who told him he visualized Snare as the main party to 
any joint venture because of their unique qualifications for this job. 
Mr. Cremer said the next day he telephoned Mr. Wildner and told 
him that Snare would agree to a joint venture with Merritt-Chapman 
& Scott, but Snare would have to have the lead; that Mr. Wildner said 
Snare would have to answer immediately whether they would partici- 
pate with Merritt-Chapman & Scott having the lead; and that he 
(Mr. Cremer) answered ‘‘No” but asked for a chance to talk with the 
Snare people and with Merritt-Chapman & Scott. Mr. Cremer 
testified that Mr. Mansure telephoned him on July 19, apparently 
after having talked to Mr. Wildner, and reiterated he wanted Snare 
to have the lead in this joint venture and asked him to try to work 
out the details with Merritt-Chapman & Scott; then Mr. Cremer 
said he telephoned Merritt-Chapman & Scott, whereupon four of their 
vice presidents came down to see him, and told him that Merritt- 
Chapman & Scott already had the contract and was willing to sublet 
20 percent of it to Snare; Mr. Cremer said he had no intention of 
accepting such an offer but he asked them what would they want 
Snare to do under such an arrangement, whereupon they said they did 
not know as they had not studied the work in enough detail. 

Mr. Cremer said he then telephoned Mr. Mansure about Merritt- 
Chapman’s “unthinkable” proposition, whereupon Mr. Mansure 
— the proposition was unsatisfactory and said that Merritt- 

apman & Scott had disqualified themselves. Mr. Cremer testified 
that on this same July 19, he notified National Lead and Merritt- 
Chapman & Scott that Snare could not accept their proposition; and 
that later this same day Mr. Wildner telephoned him and asked if 
Snare would enter a 50-50 joint venture with Merritt-Chapman «& 
Scott—Snare’s answer was “No.” Mr. Cremer testified that on 

July 21, Mr. Mansure telephoned him and asked that Snare consider 
a joint venture with Raymond Concrete Pile Co.; that he (Cremer) 
ed to Mansure on July 22 at which time this request was reiter- 
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ated; and that he (Cremer) in fact talked to Raymond Concrete 
officials who agreed to take 25 pavers, leaving ~ he 75 percent. 
Mr. Mansure testified that he had an appointment with Louis Schott 
(executive vice president of Merritt-Chapman & Scott) on July 22 in 
aes to the construction contract. r. Cremer testified that on 
July 23 Mr. Wildner asked him to come by his office which he did and 
found Mr. Schott present, and at this meeting Snare was offered a 
50-50 joint venture with Merritt-Chapman & Scott; that he assumed 
Mr. Schott had changed Mr. Mansure’s mind about Raymond Con- 
crete; and that he (Cremer) was given time to talk this matter over 
before giving an answer. Mr. Cremer testified that he was not able 
to reach Mr. Mansure until July 26 at which time Mr. Mansure told 
him to get in touch with Merritt-Chapman & Scott and see what was 
the smallest share they would take; that he made an appointment 
with Mr. Mansure for the next day, July 27; and that he called 
Merritt-Chapman & Scott who agreed to a joint venture with Snare, 
saying they knew Mr. Mansure wanted him to run the job. Mr. 
Cremer testified that on July 27 he had just begun his discussion with 
Mr. Mansure when in walked Mr. Schott and another vice president 
of Merritt-Chapman & Scott; that after arguing for about an hour, 
Mr. Mansure said, “We have got to act on this thing. We have lost 
a lot of time. The country is crying for nickel. You two get out in 
the board room and discuss this and come to an understanding’’; and 
that after about an hour’s discussion he (Cremer) tele honed the 
president and board chairman of Snare who decided that Snare had a 
moral obligation to do what the Government requested of them in 
regard to Nicaro, so with some reluctance Snare agreed to a 50-50 
joint venture with Merritt-Chapman «& Scott. This agreement was 
put into a letter of intent dated August 19, 1954. 

Miss Eleanor Nadler, a research assistant for the Fortune magazine, 
testified as to the accuracy of notes she took at various interviews 
with Mr. Mansure and Mr. Schott. She read from these notes sub- 
stantially the following: Mr. Mansure admitted that Mr. Herbert 
Brownell was interested in seeing Merritt-Chapman & Scott get the 
contract; that Mr. Mansure said he called Mr. Brownell about the 
contract and that he said he knew Merritt-Chapman & Scott but 
was not interested in seeing them get the contract; Mr. Mansure said 
half of the Cabinet recommended somebody, including Mr. Summer- 
field and Mr. Weeks; Mr. Mansure said that Mr. Talbott recom- 
mended Frederick Snare in January or February 1954, and recom- 
mended Merritt-Chapman & Scott in March or April 1954; Mr. 
Mansure said that he talked to Mr. Leonard Hall about the various 
contractors and once gave him a list of six; Mr. Mansure said a big 
controversial issue was stirred up by reports that Frederick Snare 
was a New Deal firm; Mr. Mansure said that at one time Mr. Hall 
discussed Raymond Concrete with him in reference to the contract, 
saying that it was too bad Raymond was tied up with H. K. Ferguson 
(the architect-engineer for the expansion project); Louis Schott said 
that GSA did not want to give the contract to Snare, but yet wanted 
a contractor familiar with the project; Mr. Schott said that he talked 
to William J. Balmer, whom he knew to be a good friend of Mr. 
Mansure, when it appeared that GSA was backing away from Merritt- 
Chapman & Scott. (Mr. Balmer testified that Mr. Schott did discuss 
the contract with him and he conveyed this to Mr. Mansure. Mr. 
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Mansure testified that Mr. Balmer was not involved, as far as he 
knew, in the contract negotiations.) Mr. Herbert Solow, member of 
the board of editors of Fortune magazine, testified that to the best 
of his knowledge the material read as spoken by Miss Nadler was 
correct. 

Mr. Mansure testified that Mr. Talbott did not recommend any 
contractor. Mr. Cremer testified that he requested Mr. Talbott, 
who was familiar with the Nicaro situation, to pass his knowledge 
of Snare’s unique qualifications along to Mr. Mansure. Mr. Cremer’s 
testimony is supported by certain correspondence in his private files 
which were subpenaed by the subcommittee; the request of Mr. 
Talbott was made in a letter dated February 5, 1954; and a letter 
dated May 20, 1954, from Mr. Cremer thanks Mr. Talbott for putting 
in a good word for Snare. 

Mr. Cremer in his letter of May 20, 1954, to Mr. Talbott stated that 
representations had been made to the Republican National Committee 
that it was through “Democratic” influence that Snare had gotten 
the original and rehabilitation contracts, and that since Mr. Talbott 
personally knew the true facts would he pass these facts along to Mr. 
Leonard Hall. This letter identified all of Snare’s officers as life-long 
Republicans, and posed this question, “Is this a time for our own party 
to step in and favor someone else who would have to start in by learn- 
ing the hard way everything it has taken us 12 years to master?” 

yr Mansure testified that he did give Mr. Hall a list of the contrac- 
tors being considered, not for political clearance, but to check on 
their reputation and integrity, and to see if there was any criticism 
that these companies had been at the public feed trough for the pest 
20 years. Mr. Mansure testified that he also sought this information 
from the Justice Department and others. Mr. Mansure gave a ce- 
tailed account of how Mr. Cremer requested to accompany him on a 
visit to Mr. Hall’s office and that he allowed Mr. Cremer to accompany 
him on this visit at which Mr, Cremer talked to Mr. Hall some 15 
minutes about the contract. Mr. Cremer testified he visited Mr. Hail 
twice, on June 3 and June 16, 1954, but was not accompanied by Mr. 
Mansure on either occasion. 

Mr. Mansure later in a statement to the press acknowledged that 
he had mistakenly confused Mr. Cremer with GSA’s own Cuban 
attorney, Dr. Mario Lazo. Dr. Lazo’s trip to Mr. Hall’s office was 
explained as follows: At the request of the American Ambassador in 
Cuba, Mr. Mansure agreed to receive Dr. Lazo, who urged him 
(Mr. Mansure) to award the construction contract promptly, and 
singled out Frederick Snare as the contractor who could do the 
quickest and best job due to their intimate knowledge of the 
peculiarities of the Cuban picture, and their experience in building 
the original plant; Mr. Mansure, apparently impressed with Dr. 
Lazo’s opinions, asked him to repeat them to Mr. all; so Dr. Lazo, 
accompanied by Mr. Mansure, went to Mr. Hall’s office at which 
time Dr. Lazo discussed with Mr. Hall the construction contract, 
particularly the qualifications of Frederick Snare and the desirability 
of promptly awarding the contract. 

he subpenaed files of Mr. Cremer contained the following cor- 
respondence suggestive of political influence: a memorandum dated 
Febru 6, 1954, which states, “* * * Actually this choice [of con- 
tractors] is being held up on orders from the White House which GSA 
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thinks have resulted from the intensive activities of Baltimore con- 
tractors and others * * *”’; a letter dated February 3, 1955, from 
J.J. Ferriss, Jr., of Snare to Bernard M. Shanley III (secretary to the 
President), of the White House acknowledges a talk with Mr. Shanley, 
sets forth Snare’s unique qualifications, states that political pressure 
is being exerted on the selection of the contractor and Snare wanted 
to explain to him their case and states that the American Ambassador 
to Cuba had made a recommendation which he felt would be favor- 
able to Snare; a letter dated May 21, 1954, from Mr. Ferris to Mr. 
Shanley states that the Republican National Committee is holding up 
the contract because of the representation of a competitor of Snare 
that Snare got the other Nicaro contracts because they were “New 
Deal” and this job should go to a Republican contractor, states that 
the enclosed copies of letters to Mr. Hall and Mr. Talbott would estab- 
lish Snare’s Republican background and clear up the “New Deal” 
rumors, asks that Mr. Shanley call Mr. Hall and tell him that Snare 
is not as bad as represented, and asks him to allow Mr. Cremer to 
speak to him for about 5 minutes when he goes to Washington on 
May 24; a letter dated May 20, 1954, from Mr. Cremer to Mr. Hall 
sets forth the Republican background of Frederick Snare and narrates 
in detail the qualifications of Snare for the Nicaro job; a letter dated 
June 19, 1954, from Mr. Cremer to Mr. Mansure encloses a copy of a 
letter to Mr. Hall from Senator Smith of New Jersey, states that 
Senator Ives promised to write a letter to Mr. Hall, and states that he 
(Mr. Cremer) has deduced that Mr. Mansure was considering a choice 
between Snare and Raymond Concrete, pointing out that Raymond 
was strong politically, 

Mr. Mansure testified “* * * even though there was a great deal 
of pressure on the selection of any contractor in this project, that 
the pressure, other than listening to it and weighing it, had no influence 
on this decision * * *.” Mr. Cremer testified that Mr. Mansure 
told him that one major reason for his deciding on a joint venture was 
to relieve some of the pressure. Mr. Mansure testified that he person- 
ally made the decision and takes full responsibility for it. 





AppenDiIx B 
A SUMMARY EVIDENCE RELATING TO INSURANCE BROKERAGE 


Since a major portion of the investigation and hearings related to 
the insurance brokerage, a detailed summary of the evidence pertaining 
thereto is set forth in this appendix. 

Mr. Randall Cremer, project manager of the construction program 
whose function it was to appoint the insurance broker, testified that 
Mr. Mansure first mentioned to him the subject of bonds and insurance 
on May 24, 1954, at which time Mr. Mansure said he thought the 
contractor Get to be selected) should also deal with suppliers from 
the Middle West, including insurance people. Mr. Cremer testified 
that in a conversation with Mr. Mansure on June 15, 1954, Mr. 
Mansure repeated substantially his remarks regarding insurance 
made on May 24, 1954. These dates might be relevant to or only 
coincidental with the formation of Balmer & Moore on May 1, 1954, 
and its agency license with the American Surety Co. on May 25, 1954. 











Mr. Cremer testified that on July 16, 1954, at which time when 
Mr. Mansure had already assured him that he (Cremer) would “run” 
the construction project, that Mr. Mansure, while discussing insurance 
for the project, suggested that Mr. William J. Balmer of ara 
known to Mr. Mansure as a good insurance man, be appointed by 
Mr. Cremer as the insurance broker for the project. r. Cremer, 
according to his testimony, said he would be happy to discuss it with 
Mr. Balmer, and asked for his address, whereupon Mr. Mansure said 
that he would send Mr. Balmer to see Mr. Cremer about the brokerage. 

Mr. Mansure testified that Mr. Cremer’s testimony about the con- 
versation of July 16, 1954, was incorrect in that there was no such 
discussion about insurance at that time; that sometime in the fall of 
1954 he told Mr. Cremer that a midwestern broker should participate 
and suggested that Mr. Balmer be consulted inasmuch as Mr. Balmer 
was thoroughly conversant with midwestern brokers. Mr. Mansure 
admitted making the statement to newspaper reporters that he wanted 
the selection of a western broker friendly to the Republican Party; he 
conceded this may have been an ill-advised statement. However, he 
testified that he saw nothing wrong with circumscribing the contrac- 
tor’s choice of an insurance broker by asking him to see the chairman 
of the Cook County Republican Party executive committee to get the 
names of some brokers. 

Mr, Cremer testified that he would not have appointed Balmer & 
Moore as broker for the expansion insurance, had it not been for 
Mr. Mansure’s suggestion. 

In a memorandum dated October 11, 1954, from Mr. Gamba, vice 
president of Frederick Snare Corp. in Cuba, to Mr. Cremer, there was 
an allusion to prior correspondence wherein Snare’s Cuban broker, 
Porfirio Franca, was said to be only too glad to split the commission 
with an American broker. Mr. Cremer said Mr. Balmer was the 
American broker he had in mind, and that he had first mentioned this 
matter to Mr. Gamba about August 1, 1954. This memorandum and 
testimony is in support of Mr. Cremer’s account of the July 16 
conversation with Mr. Mansure. 

In a memorandum dated September 16, 1954, from Colonel Pinkle 
(Chairman, GSA Graphite Committee) to Mr. Mansure. it is stated, 
“Tt would be entirely practical to place the insurance with an American 
broker through either a Cuban insurance company or a Cuban sub- 
sidiary of an American company. It would be necessary to utilize 
a company authorized to do business in Cuba.” Less than 3 months 
later Balmer & Moore began making arrangements for an association 
with a Cuban company. 

On December 8, 1954, Richard H. Tillotson, manager of the Chicago 
office of the American Surety Co., wrote a letter to Michael J. McBride, 
vice president of Ultramar Inter-America Corp. (owned by Godoy- 
Sayan Corporation of Cuba which also hese pt Alianza which was 
awarded the bulk of the insurance business), in which letter he 
stated, “** * * One of our agents here in Chicago, Balmer & Moore, 
feel that they can control the workmen’s compensation, public lia- 
bility and fidelity on a $43 million project in Cuba. * * *” In Mr. 
McBride’s reply letter of December 9, 1954, he stated, “* * * if 
Balmer & Moore can control it as the brokerage source, the Godoy- 
Sayan interest through the companies owned and represented in Cuba 
will do their utmost to be of service. * * *” 
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On October 2, 1954, invitations to bid on the Nicaro insurance were 
sent out. In November or December 1954 these bids were all re- 
jected. On December 23, 1954, Mr. Tillotson wrote Mr. McBride 
saying, ‘‘* * * Balmer & Moore are very optimistic respecting their 
ability to obtain the Snare-Merritt business in Cuba. ether the 
call for new bids or not has anything to do with this, I do not know.” 

On December 23, 1954, Mr. Erwin Shafer of Balmer & Moore wrote 
to Mr. McBride, saying, “* * * we look forward to obtaining this 
business [insurance on nickel expansion project] and placing it through 
you in the not too distant future. * * *” 

On December 28, 1954, Mr. McBride wrote a memorandum to Mr. 
Roberto Corujo (manager of La Alianza in Cuba which was awarded 
the bulk of the project insurance, and which company is owned by 
Godoy-Sayan of Cuba), stating that Mr. Shafer in a telephone con- 
versation said Balmer & Moore would be the insurance brokers of the 
Nicaro expansion project; that Mr. Shafer wanted te know what the 
brokerage commission would be on the workmen’s compensation and 
other types of insurance and whether a contingent commission ar- 
rangement above the standard commission could be made; and in a 
postscript Mr. McBride stated, “I am told that Mr. Balmer per- 
sonally made a trip to New York and Washington in connection with 
the insurance of this project and is understood to have received assur- 
ances that they are to be named brokers from the important sources 
contacted.”” (This December 28, 1954, memorandum should be com- 
pared with testimony of Mr. Balmer and Mr. Shafer which will be 
set forth hereinafter.) 

Mr. Shafer of Balmer & Moore first contacted Mr. Cremer (who 
was to appoint the broker) on January 21, 1955. Mr. Shafer testified 
he went in and “solicited” this brokerage business, pointing out what 
a good job Balmer & Moore could do for Snare-Merritt. Mr. Cremer 
testified that there was no “solicitation” nor was there any need for 
it since as far as he was concerned Balmer & Moore would be appointed 
broker in pursuance of a tacit understanding which existed; and that 
he made an appointment for Mr. Shafer with Mr. Schott of Merritt- 
Chapman & Scott, since that company was a partner in the joint 
venture and its approval on the brokerage appointment should be 
secured. Both Mr. Shafer and Mr. Balmer testified that they secured 
a verbal agreement from Snare-Merritt that they would be appointed 
broker, provided the company they represented (La Alianza) came in 
with the low bid. Mr. Cremer testified that there was no such condi- 
tion; that Balmer & Moore would have been appointed regardless of 
who was the low bidder; and that if he had known that Balmer & 
Moore had made a side arrangement with one of the bidders, he would 
have immediately questioned it. 

Mr. Cremer testified that his next communication with a member of 
Balmer & Moore was a telephone call from Mr. Shafer on February 
21, 1955, in which converstion Mr. Shafer said he had secured Merritt- 
Chapman & Scott’s approval; Mr. Cremer told him that a Cuban 
broker would have to participate because this is required by Cuban 
law and suggested the fee be split 50-50; Mr. Shafer did not like the 
idea of splitting the fee; Mr. Cremer suggested that Mr. Balmer come 
by his office sometime and talk it over. 

Mr. Cremer testified that Mr. Balmer phoned him on this same 
February 21 (after Shafer’s call), stating that Mr. Shafer had just 
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honed him about this splitting of the fee with a Cuban and he didn’t 
like it and couldn’t consider it; Mr. Cremer told him the Cuban law 
in this respect and suggested Mr. Balmer come by his office and talk 
it over. According to Cremer’s testimony he received a phone 
call from Frank Luther (apparently from Washington) on this same 
February 21, and in that conversation Mr. Luther said that he had 
seen Mr. Mansure who was worried about the insurance brokerage 
as he (Mr. Mansure) had heard from Mr. Balmer who was very much 
agitated about it. (Mr. Luther, a public relations man retained 
by Snare, is a personal friend of Mr. Mansure.) 

Mr. Cremer testified that on February 28, 1954, he received a phone 
call from Mr. Balmer in Chicago and an appointment was made for 
the next day, March 1, at Mr. Cremer’s New York office at which 
time Mr. Balmer told how influential he could be in Chicago on behalf 
of the Snare Corp. In regard to the March 1 conversation there is 
some conflict between the testimony of Mr. Cremer and that of Mr. 
Balmer. Mr. Balmer said he solicited the brokerage, while Mr. 
Cremer said there was only a discussion of the necessity of a Cuban 
broker and the proportions in which the brokerage fee should be 
split; Mr. Cremer suggested a 50-50 split, and Mr. Balmer countered 
with a 75-25 and then a 70-30 (no conflict in testimony except 
the dates). Mr. Cremer said he didn’t think the 70-30 split was 
fair to the Cuban but that he would take up the matter with his 
people and try to reach some solution. 

Mr. Cremer testified that on March 2, 1954, he received a telephone 
eall from Mr. Luther in Washington who said that Mr. Balmer had 
telephoned Mr. Mansure about his displeasure over the way the brok- 
erage matter was being handled; Mr. Cremer told Mr. Luther that a 
solution had been reached, two-thirds to Balmer & Moore and one- 
third to a Cuban broker, and asked if Mr. Luther would pass this 
information along to Mr. Balmer. Mr. Cremer said that Mr. Luther 
telephoned him back on March 11, 1954, saying he had told the solu- 
tion to Balmer who was well pleased. Mr. Mansure testified that he 
had never discussed the splitting of the brokerage fee; Mr. Mansure 
stated, “That was something that came to me as news after all 
arrangements had been made. I had no discussions, no part of it, 
knew nothing about it.” 

Mr. Balmer testified that he had a second visit with Mr. Cremer in 
April 1955 at which time the fee splitting was discussed and a solution 
was reached of two-thirds to Balmer & Moore and one-third to the 
Cuban broker. Mr. Cremer testified there was no such visit in April, 
the only one being March 2, 1954. 

On May 3, 1954, Balmer & Moore was officially appointed by 
Snare-Merritt as brokers of record retroactive to the inception of the 
Nicaro expansion project. Snare-Merritt also officially awarded 
ene of the brokerage commission to a Cuban broker, Mr. Porfirio 

ranca, 

It has already been pointed out that Balmer & Moore began making 
arrangements to become associated with a Cuban insurance company 
in early December 1954. The preliminary arrangements were with 
Ultramar Inter-America Corp., a New York Geakeches firm of 


which Godoy-Sayan of Cuba is president. Correspondence in the 
record points out Balmer & Moore’s desire to reach an agreement 
whereby they would receive fees other than the standard brokerage 
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eommissions; such a contingent arrangement was mentioned in cor- 
respondence dated December 28, 1954, January 20 and 26, 1955, and 
then on February 3, 1955, a written ment was signed which 
stipulated the commission percentages to be paid for the various types 
of risk, including an additional contingent fee on workmen’s compen- 
sation, and a provision for traveling expenses in certain instances. 
Mr. Cremer testified that only recently had he learned of the contin- 
gent fee arrangement by Balmer & Moore with the carrier of the 
workmen’s compensation; that had he known of this when approached 
by Mr. Shafer he would have objected inasmuch as the broker is 
supposed to represent the assured, and such an arrangement would 
put the broker in a dual capacity since his contingent fees was based 
upon the carrier’s net profit on the workmen’s compensation. 

Mr. Shafer of Balmer & Moore testified that he went to Cuba the lat- 
ter part of January 1955, at which time he aided La Alianza (awardee 
of most of the insurance) in preparing its bid which was submitted on 
February 3, 1955. This visit to Cuba was at the invitation of the 
Godoy-Sayan Corp. which paid Mr. Shafer’s expenses. 

After Balmer & Moore had been appointed the insurance broker, 
certain duties devolved upon them in the “servicing” of the policies. 
An arrangement was made whereby Ultramar Inter-America Corp. 
(same ownership as the principal underwriter) would perform this 
servicing without compensation, but that as to future insurance 
; business for which Balmer & Moore was the “producing cause” and 
ee Ultramar was to do the servicing, the brokerage commission would 

a be divided, 60 percent to Balmer & Moore and 40 percent to Ultramar. 
Balmer & Moore forwarded a supply of their own stationery to Ultra- 
mar who was given authority to sign as correspondents for Balmer «& 
ea Moore. Correspondence in the record indicates an impression by 
eu. ae Ultramar that Balmer & Moore would be able to exert greater than 
ages normal influence on the letting of insurance where the Federal Govern- 
. ment could influence the selection. 

In regard to Mr. Mansure’s, Mr. Balmer’s and Mr. Shafer’s knowl- 
edge about the expansion insurance, there exist various inconsistencies 
in the testimony, and also inconsistencies between their testimony 
and documents in the record. 

Mr. Mansure testified that at the time Mr. Shafer of Balmer & 
Moore visited his office on January 24, 1955, he had no knowledge 
that workmen’s compensation insurance was involved, he (Mr. 
Mansure) thinking the only type of insurance of concern to GSA was 
a performance bond. In a memorandum dated September 16, 1954, 
from Colonel Pinkley to Mr. Mansure there was attached the in- 
surance requirements for the Nicaro expansion project; the memo- 
randum dealt primarily with workmen’s compensation insurance; 
Colonel Pinkley testified he submitted the memorandum at the 
request of Mr. Mansure. 

In a note dated November 10, 1954, from Colonel Pinkley to a Mr. 
Strecker of GSA, it was stated that Mr. Mansure wanted to know the 
bond requirements and costs for the sion project. Colonel 
Pinkley testified that in connection with the performance bond, Mr. 
Mansure had called him and asked whether the American Surety Co. 
was a bonding company approved by the Treasury Department 
(Balmer & Moore became an agent for American Surety Co. in 
May 1954). 
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Tn a memorandum dated November 16, 1954, from Colonel Pinkley 
to Mr. Mansure, it is stated that the bids on the workmen’s compensa- 
tion for the expansion project had just been received, and that no 
commitment was to be made without the Government’s approval; 
attached to this memorandum was a list of the companies bidding 
and the companies through which reinsurance would be placed. This 
memorandum was in response to a request by Mr. Mansure. 

Mr. Mansure testified before this subcommittee that in February 
or March 1955, Mr. Balmer asked him if it would be embarrassing to 
Mr. Mansure if he (Mr. Balmer) bid on the Nicaro insurance. Before 
the Joint Defense Production Committee Mr. Mansure testified that 
the first time he knew Mr. Balmer was in the insurance business was 
when he read the August 1955 issue of Fortune magazine. Mr. 
Balmer testified before this subcommittee that Mr. Mansure knew 
he was in the insurance business, but after a conference with counsel 
Mr. Balmer qualified his testimony by stating that Mr. Mansure 
didn’t know he had recently (1953) reentered the insurance business. 

Mr. Shafer testified that a broker’s license was issued to Balmer & 
Moore as a firm, rather than the individuals of it, on May 25, 1954. 
A letter to the subcommittee from the Illinois Department of Insurance 
states that Balmer & Moore was first issued a broker’s license on 
August 9, 1955. 

The testimony produced a rather incongruous account of how Balmer 
& Moore became interested in the Nicaro insurance. Mr. Shafer testi- 
lied that he read in a magazine where GSA had something to do with 
the $43 million expansion program; Mr. Moore said Mr. Shafer showed 
him this magazine clipping in November or December of 1954, and 
authorized Mr. Shafer to follow up this possibility. Mr. Balmer, 
Mr. Moore and Mr. Shafer all three testified they were initially inter- 
ested in writing a performance bond for this job. Mr. Shafer testified 
that he had a performance bond in mind on January 24, 1955, when 
he was in Washington on other business, and took the opportunity of 
dropping in at GSA without an appointment on a “‘fishing expedition” 
at Ww. ich time Mr. Mansure referred him to Colonel Pinkley who 
informed him no performance bond was involved; at this time, testi- 
fied Mr. Shafer, he became interested in the other kinds of insurance 
as Colonel Pinkley informed him the first bids had been thrown out. 

Contrary to the above testimony is the fact that on January 21, 
1955 (3 days before the visit to GSA), Mr. McBride of Ultramar 
Corp. (Cuban owned) sent the following telegram to Mr. Shafer: 
“Mr. J. P. Pinkley personally agreed to appointment. Meeting you 
his Washington office Monday [January 24] 9:30 a. m.” Colonel 
Pinkley testified that he agreed to this appointment in a telephone 
conversation with McBride, but does not believe Mr. McBride gave 
him the name of the person (Mr. Shafer) with whom he agreed to give 
an appointment. 

At this point reference should be made to page 31 of this report 
where reference is made to a letter of December 8, 1954, which states 
“* * * One of our agents here in Chicago, Balmer & Moore, feel that 
they can control the workmen’s compensation, public liability and 
fidelity on a $43 million project in Cuba * * *” and a reply letter of 
December 9, 1954, which states, ‘““* * * if Balmer & Moore can 
control it as the brokerage source, the Godoy-Sayan interests through 
the companies owned and represented in Cuba will do their utmost 
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to be of service * * *” and a letter of December 23, 1954, from Mr. 
Shafer to Mr. McBride which states, “* * * we look forward to 
obtaining this business [insurance on nickel expansion project] and 
placing it through you in the not too distant future * * *” and also 
on page 32 of this report which states in reference to a memorandum 
dated December 28, 1954, “* * * Mr. Shafer in a telephone conver- 
sation said Balmer & Moore would be the insurance brokers of the 
Nicaro expansion project; that Mr. Shafer wanted to know what the 
brokerage commission would be on the workmen’s compensation and 
other types of insurance and whether a contingent commission arrange- 
ment above the standard commission could be made * * *”’. The 
above documents tend to refute Mr. Shafer’s testimony that his 
January 24, 1955, visit to GSA was “without appointment,” was “a 
fishing expedition,’’ was to inquire about a performance bond, and 
that he had no knowledge about the other types of insurance until 
Colonel Pinkley so informed him. It is also noteworthy that prior 
to this visit to the GSA on January 24, he had already approached 
Mr. Cremer about Balmer & Moore being appointed broker, had 
already made a trip to the Godoy-Sayan Corp. in New York City, 
the expenses ($149) of which trip were paid by Godoy-Sayan Corp., 
had received an invitation to visit the Cuban facilities of Godoy-Sayan 
at their expense, which visit was actually made on January 30, 1955. 

Mr. Shafer testified that in January 1955 he went by Mr. Cremer’s 
office in New York City and “solicited” the brokerage appointment. 
Mr. Balmer testified he “solicited” this appointment around March 1, 
1955. Both Mr. Balmer and Mr. Shafer testified that they had no 
knowledge of Mr. Mansure’s suggestion of Mr, Balmer to Mr. Cremer 
in regard to the brokerage. Mr. Mansure testified that he told Mr. 
Balmer he should drop by and see Mr. Cremer about the brokerage 
the next time he was in New York. Mr. Cremer testified there was 
no “solicitation,” nor any need for it since a tacit understanding in 
that respect already existed. Various pieces of correspondence (in 
the record) written in December 1954 indicate Balmer & Moore were 
already assured that they would be appointed brokers for the expan- 
sion insurance. 

Mr. Cremer was asked by this subcommittee if anyone had ever 
tried to influence any testimony he might be called upon to give before 
a congressional committee. Mr. Cremer admitted that Mr. Mansure 
had suggested to him that in the event he was asked any questions 
about insurance brokerage, to refer them to National Lead since they 
had the prime contract. 

Correspondence in the Balmer & Moore file indicates their original 
intention, apart from the brokerage fee, was to make arrangements 
with a Cuban company to place a bid on the behalf of Balmer & Moore. 
Mr. Shafer conceded it would be an inconsistent position for one to be 
both the underwriter and broker at the same time; he testified that he 
had an understanding that Balmer & Moore would be either the under- 
writer or broker, but not both. When asked whether it would be 
ethically wrong for one to participate in the profits, both as broker and 
underwriter at the same time, Mr, Shafer testified he had never given 
this problem any consideration nor had he run into it although he had 
been in the insurance business since 1938. This problem would now 
seem to merit some consideration by Mr. Shafer since Balmer & Moore, 
in addition to their brokerage on the workmen’s compensation, have a 
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“profit-sharing” arrangement with the underwriter under which the 
greater the underwriter’s profit on this particular workmen’s compen- 
sation policy the greater the commission will be for Balmer &Moore. 

Mr. Shafer made a trip to Cuba on January 30, 1955. On his return 
trip to Chicago on February 4, he stopped off in Washington and went 
by the GSA to see Mr. Mansure without an appointment. According 
to the testimony, Mr. Shafer talked to Mr. Mansure only briefly and 
then talked to Colonel Pinkley for a few minutes. Mr. Shafer left a 
manila envelope in Mr. Mansure’s office containing among other ma- 
terials a copy of the winning bid which was submitted by La Alianza 
in Habana. Mr. Shafer explained this envelope was left there in- 
advertently. Mr. Mansure testified he did not look at the contents 
and it was sent to Colonel Pinkley in a routine manner. Colonel 
Pinkley testified that Mr. Mansure’s secretary called him about it 
and said Mr. Mansure said to take a look at it and take what action 
was necessary. With a letter dated February 10, these materials 
were forwarded to Mr. Shafer by Colonel Pinkley; the letter pointed 
out some defects in the copy of the bid, and stated that he would 
personally discuss the bids with Mr. Mansure before an award was 
made, and would personally inform Mr. Shafer of the results. Colonel 
Pinkley testified that he asked his insurance man, Mr. Harrison, if 
the bid meant anything to him, and believed Mr. Harrison gave him 
a note on it. Mr. Harrison testified he did not recall seeing this bid 
or discussing it with Colonel Pinkley. 

In regard to the fee-splitting of the brokerage, Mr. Shafer and Mr. 
Balmer testified to their original unwillingness to split the fee with a 
Cuban broker. Mr. Shafer based his unwillingness upon the fact that 
Balmer & Moore could satisfy the Cuban law by utilizing a representa- 
tive of the Cuban underwriter in providing the “servicing” duties of 
the broker. Mr. Shafer’s response to questions on this matter indi- 
eates he sees no injustice to the assured in having the broker’s services 
performed by a representative of the underwriter; Mr. Shafer’s attitude 
in this respect is verified by the arrangement Balmer & Moore has 
with Ultramar (same ownership as the underwriter) whereby Ultramar 
does Balmer & Moore’s “servicing” without compensation. 

Consistent with Balmer & Moore’s original intention of submitting 
a bid through a Cuban company is the testimony of Mr. Mansure and 
Mr. Balmer in reference to a conversation during which Mr. Balmer 
gained the assurance of Mr. Mansure that it would be of no embarrass- 
ment to Mr. Mansure if Balmer & Moore chose to submit a bid on the 
Nicaro insurance. However, at the time of this alleged conversation 
the deadline date for submitting these bids had passed. Furthermore, 
the firm of Balmer & Moore was not eligible to submit a bid, a fact 
Sr ef by Mr. Shafer for some time prior to the deadline for submitting 

ids. 

The testimony of Mr. Balmer and Mr. Shafer indicates they believed 
that Balmer & Moore merited the brokerage appointment because of 
their assistance in preparing the bid of the underwriter which was 
awarded the bulk of the insurance. Mr. Cremer testified that the 
party ultimately to be appointed broker should have had no collabora- 
tion with any of the bidders as the system of competitive bidding was 
used and the entire administration of this procedure was done by 
Snare-Merritt under the supervision of GSA and National Lead Co. 
Mr. Cremer further testified that the “profit-sharing” arrangement 
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which Balmer & Moore had with the underwriter was inconsistent with 
the normal relationship between the broker and the assured and had 
he known of this relationship he would have interposed an objection. 

Balmer & Moore’s brokerage appointment was made retroactive to 
the inception of the construction contract. The effect of this retro- 
activity was to entitle them to the brokerage commissions which had 
accrued while the insurance was on binders. Mr. Shafer testified 
that these commissions will amount to about $125 which is far less 
than the cost of the additional work necessitated by the retroactivity. 
Contrary to Mr. Shafer’s testimony is the information made available 
by the underwriters of the binders which shows that Balmer & Moore’s 
two-thirds of these commissions will amount of almost $1,600. 

Snare-Merritt appointed Balmer & Moore the brokers of record in a 
letter dated May 3, 1955, which stated, “This appointment is given 
to you on your direct representation that you will not violate the 
laws and regulations concerning the operations of insurance brokers 
in Cuba and in the State of New York.” Apparently Balmer & 
Moore did violate the New York law (see art. VI, sec. III, 119 of the 
New York insurance law) since that firm was not granted a nonresident 
broker’s license until September 9, 1955, several months after their 
brokerage appointment. Mr. Shafer is the only member of Balmer & 
Moore authorized to actively engage in the brokerage business in 
New York; therefore, Mr. Balmer has never been authorized to 
“‘solicit’’ brokerage business in New York State. Mr. Balmer testified 
he was not familiar with the New York law in this respect. It 
appears that Balmer & Moore made a false representation in securing 
the brokerage appointment. 

Testimony was given which related to the services generally rendered 
by a broker to the assured. Mr. Cremer said that ideally it was a 
continuing relationship where the broker gave advice, placed the 
insurance, critically examined the terms of the policy, represented 
the assured in instances involving claims and labor relations, and 
even aided the assured in procuring new business. Mr. Cremer was 
of the opinion that this service could best be performed by a Cuban 
broker since that is where the work is being done. 

Mr. Shafer did not lucidly state the duties of a broker but did point 
out that Balmer & Moore, although a Chicago firm, was in a position 
to render these services as a result of an arrangement made with a 
representative of the underwriter. Mr. Balmer volunteered that most 
of the brokerage business in Chicago was peacefully divided up po- 
litically, with apparently little weight given to the value of the services 
to be rendered. The Balmer & Moore files disclose that after their 
appointment Mr. Shafer did engage in quite a bit of correspondence 
relating to the Snare-Merritt insurance, most of the correspondence 
being to Ultramar (representative of the underwriter) who was fur- 
nished with Balmer & Moore stationery and given authority to handle 
the “servicing” for Balmer & Moore. 

There are several writings which indicate that Balmer & Moore 
gave the Godoy-Sayan interests the impression that Balmer & Moore 
had the political influence to be a valuable “producing cause’ of 
insurance business where the Federal Government was affected. Some 
of these writings related to insurance on buildings managed by GSA, 
to maritime insurance under the foreign aid program and to possi- 
bilities on a prospective, Government-financed job in Cuba. In a 
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memorandum dated April 22, 1955, between Godoy-Sayan officials, 
Mr. Shafer is quoted as saying the following in respect to new bids 
being taken on the comprehensive public liability at the direction of 
GSA: “* * * The elimination of automobile cover is required by the 
GSA and is being used as a pretext for rebidding, as we were not the low 
bidder on the coverage. Our new bid will be 5 cents and on this basis, 
the comprehensive and property damage, but not including automo- 
bile liability, will be placed with us * * *.” [Italics added.] Colonel 
Pinkley denied the accuracy of the above statement as to GSA using 
this technique as a pretext for rebidding; correspondence by Colonel 
Pinkley supports his testimony in this respect. 
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MINORITY REPORT 


Minority members of the subcommittee were notified of these 
hearings by reading in the newspapers that hearings would be opened 
in New York about 2 days after the press notices appeared. The 
matter was never presented to the sihadtaiisittes for consideration 
prior to the calling of the hearings and due to other commitments it 
was impossi »le for any of the minority members to be in attendance. 
Upon protest of the minority members, the chairman canceled the 
New York hearings and rescheduled them for Washington. 

The undersigned members of the subcommittee firmly believe that 
when a Government agency is to be investigated, and such investiga- 
tion may result in a report critical of any individual or executive 
department, and when condemnation of persons and activities of those 

ersons may ensue, the subcommittee is obligated to see that proper 
1earings are held and that all the evidence available is before the 
subcommittee. To this end congressional hearings should be planned 
in advance in executive session and authorized by a subcommittee 
vote. Without due process and lacking all the evidence, the recom- 
mendations and conclusions in any report issued cannot be well 
founded. 

Such tactics employed by the majority can only serve to belittle the 
work of Congress. We are in an untenable position if we set ourselves 
up as authority and critic before fully acquainting ourselves with the 
situation under investigation. 

_ When a report was first proposed, the minority urged against its 
issuance. 

Furthermore, it was urged that if the report was to be issued then 
the hearings should be reopened for additional witnesses. 

Appendixes A and B of the majority report, which are purported to 
be a summary of the evidence upon which the report 1s based, are 
essentially a summary of the testimony of one witness, Mr. Randall 
Cremer, then executive vice president, Frederick Snare Corp., and 
reveal the basis for the majority’s conclusions. The 17 majority 
findings are based almost solely on the testimony of Cremer and are 
not corroborated by the testimony of other witnesses who, though 
available, were never called. 

The majority report flatly concludes that GSA “wrongfully ac- 
quired” microfilm copies of Cremer’s private files. Only Cremer’s 
testimony supports this conclusion and it is not in agreement with the 
statement of Baron Shacklette, GSA’s Director of Compliance and 
Security, who, however, frankly admitted that he did not have first- 
hand knowledge of all the circumstances surrounding the filming of 
the Cremer files. Mr. Shacklette offered to produce Arthur Corr, 
the special agent who actually made the microfilm copies, at the 
convenience of the committee. Nevertheless, the committee never 
called Corr—an amazing suppression of evidence in the face of the 
expressed intention of the members of the majority to have Corr 
appear. 
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On page 516 of the hearings, we find Mr. Hardy stating his intention 
to insist that Mr. Corr be made available to the committee. On page 
517, Mr. Moss suggested that Mr. Corr be made available and Mr. 
Brooks agreed that it was “‘the consensus of opinion that he should be 
brought before the committee.” However, so restricted was the 
evidence that not even all the witnesses suggested by the majority were 
permitted to testify. ; : 

In spite of the criticism in the report of Merritt-Chapman & Scott, 
Mr. Lewis Schott of the company who could not come on the day sub- 
penaed, but would have come at some other time, was not called in to 
explain what part the company had or had not played in the project. 
The following testimony reveals the circumstances of Mr. Schott’s 
availability: 

Mr. Ciemente. * * * Mr. Schott took his mother to the 
hospital for an operation this morning. If you decide to have 
him here this morning I will call him and he will come im- 
mediately. But he would prefer coming some time next week 
if that would be possible (hearings, p. 46). 

The testimony upon which the majority based its conclusions in 
regard to the insurance brokerage could have been corroborated or 
refuted by certain Cuban witnesses. The minority wanted to hear 
Mr. Enrique Godoy, whose name was introduced into the hearings. 

The minority also wanted to hear Mr. Manuel Gamba, manager for 
the Frederick Snare Corp. in Cuba, because it appeared from the testi- 
mony that all prior insurance for the Government nickel plant at 
Nicaro was written through Porfirio Franca, a cousin of Gamba. The 
undersigned feel that the subcommittee should have determined the 
effect of this relationship on the insurance negotiation. 

The minority also wanted some officers of Frederick Snare Corp. 
other than Mr. Cremer, called either to corroborate or refute Cremer. 
Frank Luther, a public relations executive of the Frederick Snare 
Corp., was in Washington but was never called, although inferences 
and questions were left as to the influence which surrounded his em- 
ployment. 

If the hearings were reopened the undersigned would want officials 
of the Frederick Snare Corp. to explain why Mr. Cremer, immediately 
following the hearings, purportedly was either retired or otherwise 
separated from the firm—a separation that, apparently, was com- 
pletely unanticipated by him when he was before the subcommittee. 

f the urported separation was, in fact, effected, it could be concluded 
that the Frederick Snare Corp. was something less than pleased with 
Mr. Cremer’s testimony. 


Typical of the rather sweeping conclusions drawn from the scanty 
evidence is the following: 


3. That * * * Frederick Snare Corp. was the only American 
contractor considered which was qualified to undertake the con- 
struction for the expansion project (report, p. 24). 


This statement is supported only by Cremer’s testimony. A state- 
ment which maligns the entire construction industry in the United 
States and reflects particularly on the standing of those forty-odd firms 
which were actually considered for participation in the project should 
not be made on the basis of unsubstantiated testimony of one man. 
If it is based on other information gathered by the majority staff it is 
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information of such dubious support that the majority did not feel 
free to include it in the record. 

Not only does the subcommittee draw conclusions based solely upon 
the uncorroborated testimony of Mr. Cremer, but one of its findings, 
No. 5, on page 24 of the report, is drawn from a source unknown: 


That the contribution by Merritt-Chapman & Scott to the 
construction joint venture has been of such insignificance 
that they decidedly are not earning a $500,000 fee. 


Even Mr, Cremer didn’t testify to that effect. This is but another 
indication that officials of Merritt-Chapman & Scott should have been 
called to testify in their own behalf. 

Finding No. 12 is merely taken from one opinion of GSA’s General 
Counsel, who later from another set. of facts concluded otherwise: 


That General Services Administration has been unduly 

assive in not taking action on the July 1953 opinion of GSA’s 

Office of General Counsel that the nickel plant operating con- 
tract of 1951 is illegal (report, p. 25). 


The committee never attempted to put into the record the complete 
story in this regard altbough it was available to the staff and it was 
even printed in the Joint Committee of Defense Production Progress 
Report No. 33, of August 3, 1955. Further, the majority never ques- 
tioned either the General Counsel or the Associate General Counsel 
of GSA on this point, although one or the other attended every hearing. 
Here again, has been a failure to get the whole story. 

These three findings are merely examples to show that all 17 must 
be considered in the same light. 

Much of the testimony and much of the time of the committee was 
taken up with Mr. Herbert Solow, author of the Fortune (August 
1955) magazine article which prompted the hearings. Strangely 
enough, no inquiry was made as to Mr. Solow’s two similar articles 
alleging maladministration and political influence in the handling of 
the Nicaro project by Mr. Jess Larson of the previous administration. 
The two previous articles appeared in Fortune issues of April 1952 
and June 1953, and are reproduced in Joint Committee of Defense 
Production Progress Report No. 33, pages 270 and 280, respectively. 

This exception to the majority report 1s not directed to the merits of 
specific findings nor to particular conclusions, but is a blanket rejection 
of all of them simply because they have not been properly 
substantiated. It may be that further hearings will serve to sub- 
stantiate the conclusions already made. But the unwillingness of 
the majority to call and hear witnesses who could have corroborated 
raises the presumption that corroboration did not exist. In any event, 
the record should be a complete one before any conclusions are drawn. 

Respectfully submitted, 

R. Water Riex_Man, 
J. ArrHuR YOUNGER. 
Orro KrveEGEr, 
Minority Members of the Special Government Activities 
Subcommittee. 





ADDITIONAL VIEWS OF HON. GEORGE MEADER 


I voted to release the report criticizing officials of the General 
Services Administration for their administration of the Government- 
owned nickel facility in Nicaro, Cuba, reserving the right to file 
additional views. 

I did not serve as a member of the subcommittee and did not 
attend the hearings, but have reviewed enough of the testimony to 
satisfy myself that the handling of the $43 million expansion program 
and the award of insurance contracts were not conducted in an effi- 
cient, expeditious, and businesslike manner. 

My vote does not indicate that all of the findings of the subcom- 
mittee, particularly in the somewhat picturesque phraseology used, 
are supported by the record. Nor am f expressing an opinion on the 
validity of the critism of the minority report that additional witnesses 
should be called. This is a matter of judgment which required 
familiarity with the evidence and possible additional lines of testi- 
mony. 

The following passage from the testimony of Edmund F. Mansure, 
the Administrator of the General Services Administration, ultimately 
responsible for this program, should be sufficient to show that his 
leaving the Eisenhower administration subsequent to these hearings 
did not injure the public welfare: 

Mr. Mansure. Well, let’s lay the cards right on the table 
now. That came about originally through an interview by 
a magazine that was in the reporting and the article wirtten 
was entirely unfounded. During the course of the conversa- 
tion I was asked the question, “Well, what do you think 
about insurance, what about all of this insurance that is 
placed through firms that are friendly to various political 
administrations?” And I made the statement not about 
any particular company or broker. I said that in Chicago it 
is generally accepted that insurance is probably a byproduct 
of politics Now, that had nothing to do with this operation 
and they have taken that one statement and twisted it around 
and developed it and played upon it. I was just making a 
general statement from my experience and I have been in 
this—I have had this experience since 1930. 

Mr. Harpy. Well, let’s see if 1 understand your philosophy 
in that regard. It is that you feel an insurance broker 
should be selected on the basis of his support or opposition to 
a aig ae political party? 

ir. Mansure. Let me put it this way: An insurance 
broker is the privilege of the person placing the insurance to 
select his broker, just like you select your doctor or your 
lawyer. For many years when I operated a private business, 
if I wanted to have a driveway across a sidewalk, I had to get 
my driveway bond through the alderman of that ward, 
whether he was a Democrat or a Republican. If that alder- 


90020°—57_ H. Rept., 84-2, vol. 9——21 ” 


UNIVERSITY OF MICHIGAN LIBRARIES 














44 INQUIRY OF NICKEL PLANT AT NICARO, CUBA 


man did not get that insurance bond, the city council did not 
onnare it, the cutting across the sidewalk, that is what I am 
talking about (hearings, p. 124). 


The report and the hearings teach me a lesson that probably is not 
intended by the majority. That lesson is: The Government has no 
business in business. 

Industrial and commercial enterprises are suitable for private 
citizens and business concerns. They are not appropriate for Gov- 
ernment ownership or operation. either Republicans nor Demo- 
crats or any other parties are likely to operate business enterprises in 
a businesslike manner. Let public officials stick to Government and 
leave industry to the people and their business organizations. 

It is said that nickel was badly needed and no private capital would 
exploit this nickel source. I do not pass on this claim. I only say, 
if true, let the Government’s activity in this enterprise be as limited 
as possible. At the first opportunity let it sell the facility to private 
capital. 

This aspect of the problem is touched upon only lightly in the com- 
mittee report but would provide a very interesting avenue of explora- 
tion. Why was the United States in Nicaro in the first place? 


Grorce MEADER. 











ADDITIONAL VIEWS OF HON. JACK BROOKS 


It had been my understanding that all members of the subcommittee 
advocated exposing fraud, favoritism, and corruption regardless of 
the political affiliations of the embarrassed parties. Regretfully, the 
minority members of the subcommittee have chosen to defend against 
the findings of the majority by attempting to cast doubt and suspicion 
upon their verity and upon the good faith conduct of the majority 
members. It is interesting to note that President Eisenhower did 
accept the resignation of the former Administrator of General Services. 
[ have been informed by the new Administrator that numerous 
changes have been made and are being made in connection with 
GSA’s management responsibilities. 

I do want to emphasize again that the subcommittee, in fulfilling 
its jurisdictional responsibilities, will continue to maintain an active 
interest in and to review the management of the nickel plant, and 
will, of course, hold further hearings if warranted. 


- 
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ADDITIONAL VIEWS OF HON. WILLIAM L. DAWSON 


“Tt makes a difference whose ox is gored.” 
46 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTIETH INTERMEDIATE REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


On June 20, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, ‘“The 
Al Sarena Case.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 


the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


SUMMARY 
I 


On February 15, 1954, the United States Department of the Interior 
granted patent to 475 acres of the Rogue River National Forest, in 
Oregon, to Al Sarena Mines, Inc. 

The United States Forest Service, charged with responsibility for 
management of the National Forest, had protested against 15 of the 
23 claums of Al Sarena Mines, Inc. on grounds of inadequate proof of 
mineralization. 

Patent to its 23 mining claims, under the Federal mining law of 
1872, conveyed to the company full title to this part of the Rogue 
River National Forest, in return for $2,375, the statutory payment of 
$5 an acre. 

Since receiving its patent from the Interior Department, Al Sarena 
Mines, Inc. has not mined one cupful of ore from the national forest 
land conveyed to it. Since receiving its patent from the Interior 
Department, however, Al Sarena Mines, Inc., has cut more than 


2,000,000 board-feet of timber from this former national forest land. 
1 
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II 


To grant patent to the claims of Al Sarena Mines, Inc. in the 
Rogue River National Forest, the Department of the Interior invented 
a procedure without precedent in the administration of our public 
lands and contrary to the principles of the Administrative Procedure 
Act. Al Sarena Mines, Inc., had been unsuccessful in obtaining 
patents under the normal procedures applicable, then as now, to all 
other mining claims. 

On April 13, 1950, the United States Forest Service had filed its 
ewer against 15 of the Al Sarena claims, based on samples taken 

y Government mineral examiners and assayed by commercial lab- 
oratories in Oregon and California; and in September 1950, assays by 
the Bureau of Mines Laboratory at Albany, Oreg., of additional 
samples taken by a Government mineral examiner had shown only 
traces of mineral values. 

At a hearing on the Al Sarena claims and the Forest Service’s 
protest, scheduled by the Bureau of Land Management under normal 
procedures on September 13, 1950, the representatives of Al Sarena 
Mines, Inc., had walked out without presenting any evidence. After 
{ the Bureau of Land Management decided not to grant patent on the 
15 contested claims, the company on appeal had been offered a second 

opportunity for a hearing in 1951, to be conducted under usual BLM 
procedures, and had refused this opportunity. 

Instead, the company sought to obtain political backing for its 
application for patent to its claims in the Rouge River National Forest 
without having to overcome the protest of the Forest Service with 
proof of mineralization under normal procedures. These efforts 
failed under Secretary Chapman’s administration of the Department 
of the Interior. No patent was granted. 


Itt 


After Mr. Douglas McKay took office as Secretary of the Interior 
and Mr. Clarence A. Davis as Solicitor of that Department in 1953, 
the latter worked out with Representative Ellsworth of Oregon, on 
behalf of the Al Sarena company, a novel procedure for reappraisal of 
the company’s claims outside of the record previously made under 
normal administrative procedures. 

On September 3, 1953, Mr. Davis gave the instructions for the 
new procedure in the form of two letters to the representatives of the 
company and a short covering memorandum to the Director of the 
Bureau of Mines—a bureau which normally has no role in the adjudica- 
tion of mineral contests on the public lands. In these documents, which 
are set forth in fullon pages 17-18 of the present report, Mr. Davis 
stated that he desired to give the company another opportunity to 
make their showing and “to approve patent for them if the assays 
afford us the well established legal basis therefor.’”’ He further stated 
that, in agreement “with Congressman Ellsworth, who has interceded 
on behalf of the company,” he was asking a representative of the 
Bureau of Mines to accompany the company’s mining engineer to 
take new samples from the 15 claims contested by the Forest Service. 
Under his instructions, these samples were to be assayed by an assayer 
acceptable to the company as well as the representative of the Bureau 
of Mines. 
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THE AL SARENA CASE 3 


Under this unique requirement of company consent to the choice 
of assayer, which was the crux of Mr. Davis’s special instructions, Al 
Sarena Mines, Inc., rejected three western assayers suggested by the 
Government representatives and demanded that the assays be made 
by a company with which it had done business in the past—the A. W. 
Williams Inspection Co. of Mobile, Ala., where Al Sarena Mines, Inc., 
had its home office. 

No provision was made for any notice to the contestant Forest 
Service. In fact, the Forest Service did not receive any notice 
whatsoever of these special proceedings and had no opportunity to 
examine the new evidence, cross-examine witnesses, or submit evidence 
in rebuttal. 

On Christmas Eve, 1953, a messenger from Representative Ells- 
worth’s office delivered to Mr. Davis the report of assays of the A. W. 
Williams Inspection Co., the assayer selected by the Al Sarena com- 
pany, which reported mineral values on the Al Sarena claims far in 
excess of those found in three prior assays of samples taken by the 
Bureau of Land Management. 

On January 6, 1954, Mr. Davis ordered patent granted to the Al 
Sarena claims, 


IV 


Mr. Davis’s decision to grant patent to the Al Sarena company’s 
23 claims in the Rogue River National Forest had no evidentiary 
basis other than the report of assays from the A. W. Williams Inspec- 
tion Co. On this basis, Mr. Davis overruled the findings of fact and 
the conclusions which responsible officials of the Bureau of Land Man- 
agement had reached after three assays of samples taken under regular 


BLM procedures. In his haste to patent the Al Sarena claims, Mr. 
Davis did not even wait for a written report from the engineer of the 
Bureau of Mines who had participated in taking the samples on which 
he granted the patent. 

On the basis of this one report of assay resulting from the special 
and unprecedented procedure which he had invented for Al Sarena 
Mines, Inc., Mr. Davis overruled the protests of the United States 
Forest Service—without ever having given that Service any notice 
whatever of this special procedure, of the results of the A. W. Williams 
assay, or of his intention to grant patent, 

In his decision to grant the Al Sarena patent, Mr. Davis brushed 
aside all the contentions of Al Sarena Mines, Inc., against the prior 
procedures as “untenable,’’ “immaterial and without substance.”’ 
Thus Mr. Davis sustained every step of the Bureau of Land Manage- 
ment which had resulted in its upholding the protest of the Forest 
Service against the 15 contested Al Sarena claims. Nevertheless, he 
then decided solely on the basis of one report of the A. W. Williams 
Inspection Co., received under the unusual circumstances related 
above, to give Al Sarena Mines, Inc., patent to 475 acres of the Rogue 
River National Forest. 

The United States Forest Service, charged with the administration, 
forestry management, and conservation of that national forest, was 
never afforded an opportunity to learn of the only evidence on which 
the decision was based, to comment on it or to meet it in support of 
its protest against patent to the 15 contested claims. 
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4 THE AL SARENA CASE 


FINDINGS AND CONCLUSIONS 


The committee submits the following findings and conclusions: 

1. Al Sarena Mines, Inc., sought patent to the 23 mining claims in 
the Rogue River National Forest in order to obtain a title to and 
market the timber, knowing from past failures and from analysis 
after analysis that the property offered no hope as a profitable mining 
venture. This conclusion is supported by the following: . 

(a) The company could have continued exploration and mining 
under its claims without patents. 

(6) There has been no mining on the Al Sarena claims since 1943. 

(c) Since patent was granted in 1954, the patentee has sold in 
excess of 2 million board-feet of timber from the claims. 

(d) Every fact thus far developed about the area as a mining venture 
in its more than 20-year history of exploration, testing, promotion and 
actual mining on the uncontested claims only, shows that it holds 
no future promise as a mining project. 

(1) Total ore production from all of the 23 claims since 1935, 
when Al Sarena Mines, Inc., first acquired its interest, to 1943 
when production stopped, was: 








Kind of ore Volume Value 
as INE io an oa en i cestode 21,716 pounds_-........ $1, 218.18 
ESERIES SS MER RRS Res Rat ne EO AU Dee OE Dm 406.6 troy ounces. _.... 14, 231. 00 
ET ESTER SAGE EER ET IAT BESTS IIE ED 1,982 9 ounces. ___..._. 873. 26 
sista acacia hind antaccimea ine stbebioeenialaaanies BC eather: Ge 











(The operating payroll costs alone to produce this ore were at least 
$47,553.09, nearly 3 times the gross return. Assessment work on 23 
claims at $100 per claim per year would considerably exceed the total 
gross return from the sale of the mineral production.) 

(2) Careful review of loan applications to the Reconstruction 
Finance Corporation in 1940 resulted in denial of the applications 
on grounds of lack of pay ore in sufficient quantity to assure 
repayment of even a $20,000 loan on not just the 15 contested 
claims but the 8 uncontested claims as wall: 

(3) Requirements of a lease-purchase agreement between Al 
Sarena Mines, Inc., and the Al Sarena Corp. as to ore production 
could not be met. 

(4) All assays put in evidence in support of patent claims under 
regular Bureau of Land Management procedure failed to show 
adequate mineralization to justify operations. 

(Testimony of Mr. George B. Holderer, committee staff mining 
engineer, was that Al Sarena ore would have to show a value of 
$20 a ton in order to operate the property at a profit.) 

(e) The Al Sarena claimants, at all times, were aware of the increas- 
ing value of the timber on the claims. 

(1) In 1936 and again in 1940, long prior to issuance of patent, 
the Al Sarena officials emphasized the timber values as security 
for Reconstruction Finance Corporation loans, claiming 12 million 
to 20 million board-feet worth $80,000. 

(2) The timber values on the 15 contested claims skyrocketed 
from’$10,650 in 1935, when Al Sarena Mines, Inc., first acquired 
an interest in the claims, to $82,900 when it filed for patents in 
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1948, and to $136,240 in 1953. These estimates reflect appraised 
values; if timber were sold under competitive bidding, prices would 
increase by about 50 percent. 

2. The methods used to obtain evidence supporting issuance of 
patent and adjudication of the matter violated the Administrative 
Procedure Act and the most elementary concepts of proper judicial 
and administrative procedure. 

(a) No notice was given one of the parties to the contest—the con- 
testant, United States Forest Service. 

(6) No opportunity was given the contestant to examine the new 
evidence or to submit rebuttal evidence or testimony. 

(c) The preponderance of evaluated evidence of record against issu- 
ance of patent was ignored. Unevaluated evidence submitted by the 
contestee, Al Sarena Mines, Inc., was accepted as valid and controlling. 

(d) The official instructions applicable to the procedure followed in 
obtaining new mineral assays not only excluded the contestant, United 
States Forest Service, from participation in that procedure, but in 
effect permitted the contestee successfully to insist upon an assay 
company of its own choice. 

(e) No evaluation of either the A. W. Williams Inspection Co. assay 
report or the report of the Bureau of Mines engineer who took the 
mineral samples for assaying was made by any qualified minerals 
expert prior to the issuance of the Solicitor’s decision to grant patent. 

3. The provisions of the Administrative Procedure Act relating to 
hearings, under decisions of the Supreme Court, were applicable to 
this proceeding. That act was violated by: 

(a) Receiving evidence without giving one of the parties a chance to 
rebut it, cross-examine on it, or even see it. 

(6) Taking into account evidence and advice received outside the 
record of the proceedings and without notice to one party. 

4. The Solicitor of the Department of the Interior was not required 
to order the issuance of a patent on the basis of the record in the case 
and in doing so, he violated all known departmental precedents. 


RECOMMENDATIONS 


The committee makes the following recommendations based upon 
its findings and conclusions: 

1. That the entire record in the Al Sarena case, including documen- 
tary evidence filed subsequent to the close of the hearings and the file 
of record in the Department of the Interior, be transmitted to the 
Attorney General with a formal request that he (a) take appropriate 
steps, including actions to cancel these patents, in order to protect 
the interests of the United States; (6) investigate the truth or falsity 
of statements relating to the extent of improvement work that had 
been allegedly performed on five of the contested claims. 

2. That the Secretary of the Interior take appropriate steps to 
assure observance of the Administrative Procedure Act by the 
Department of the Interior. 

3. The committee recommends that the Department of the Interior 
adopt regulations consistent with the Administrative Procedure 
Act to assure that in the case of any contest with respect to any 
mining claim located on lands administered by an ency of the 
Federal Government other than the Department of the Interior, such 
other agency be given notice and an opportunity to be heard, when- 
ever any evidence or report is to be accepted or whenever any exami- 
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nation at any administrative level of the claim is ordered to be made 
by the Department of the Interior. 


BACKGROUND 


The Subcommittee on the Legislative Oversight Function of the 
Senate Interior and Insular Affairs Committee and the Public Works 
and Resources Subcommittee of the House Committee on Govern- 
ment Operations (hereafter referred to as the joint committee), 
sitting jointly, held hearings on the matter known as the Al Sarena 
case in November 1955, at Portland, Oreg., and in January and 
February of 1956, in Washington, D. C. Because of the availability 
of key Government officials in the field who had participated in events 
leading to the Al Sarena decision, it was decided to take testimony 
from these witnesses in Oregon during the course of the joint com- 
mittee hearings on the overall problem of Federal timber sales and 
management policies in the Pacific Northwest. 

During 1955, the chairman of the Senate Committee on Interior 
and Insular Affairs received numerous complaints from persons in 
Oregon and elsewhere that the Secretary of the Interior had ac- 
quiesced in a giveaway of valuable national forest timber on certain 
possi claims located in the Rogue River National Forest in southern 

regon. 

In substance, the complaints alleged that Al Sarena Mines, Inc., 
of Mobile, Ala., had acquired mining patents on these claims from 
the Department of the Interior in order to obtain title to the timber, 
and not for the bona fide purpose of conducting a mining operation. 

By reason of the jurisdiction of the Senate Interior Committee 
over the mining laws and national forests reserved from the public 
domain, the chairman of the committee directed that the charges 
be investigated. At his request, the Department of the Interior 
made available to the committee its departmental files relating to 
the patent application submitted by Al Sarena Mines, Inc. 

Analysis of the material in these files disclosed: 

1. The United States Forest Service protested issuance of patents 
to 15 of the 23 mining claims of Al Sarena Mines, Inc., basing its 
protest on evidence showing: 

(a) Lack of sufficient mineralization on all 15 protested claims; 
(6) Failure to meet the statutory requirement of $500 worth 
of improvement work per claim on 5 of the 15 claims. 

2. A copy of the protest was served on the applicant, Al Sarena 
Mines, Inc., and that company answered, requesting that the protest 
be dismissed and patents be granted. 

3. A hearing on the contested case was held before the manager 
of the United States Land Office in Portland, Oreg. on September 
13, 1950, at which time the United States Forest Service with counsel, 
representing the Federal Government, and representatives of Al 
Sarena Mines, Inc., including counsel, were present. 

4. Counsel for Al Sarena Mines, Inc., demanded a radical departure 
from the established rules and regulations applying to such hearings. 
When that demand was overruled by the Hearing Officer, iounnad tet 
the company refused to submit any evidence, documentary or other- 
wise, or to cross-examine any witnesses. After noting an appeal, 
= and other Al Sarena representatives withdrew from the 

earing. 
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5. On December 14, 1950, the Manager of the Land Office rendered 
a decision sustaining the protest of the Forest Service, which decision 
was thereafter affirmed by the Assistant Director of the Bureau of 
Land Management on April 27, 1951. 

6. Solicitor Mastin G. White heard arguments by representatives 
and counsel for Al Sarena Mines, Inc., and offered by letter, under 
date of August 3, 1951, to remand the case for a new hearing, but Al 
Sarena Mines, Inc. did not accept that offer. 

7. Solicitor of the Department of the Interior, Mr. Clarence A. 
Davis, within two months after assuming office in 1953, was subjected 
to political pressure to grant the patent application. The effect of 
this pressure was readily discernible in the official instructions and 
accompanying correspondence issued by Mr. Davis to employees of 
the Bureau of Mines, whom he directed to take new mineral samples 
from the claims. 

8. Solicitor Davis ordered an unusual and unprecedented procedure 
to obtain evidence of mineralization. The procedure so ordered 
permitted the patent applicant, Al Sarena Mines, Inc., to act in con- 
cert with the United States Bureau of Mines and largely to control 
that procedure. At the same time, Solicitor Davis’ modus operandi 
effectively precluded any notice to or participation by the other party 
to the contest; i. e., the Forest Service, which represented the United 
States Government in the contested case and which had protested 
granting the patent application of Al Sarena Mines, Inc. 

9. The decision of Solicitor Davis on January 6, 1954, expressly 
overruled and set aside all the basic contentions of Al Sarena Mines, 
Inc., and thus affirmed all the actions and proceedings taken and 
followed by the officials of the Bureau of Land Management. Never- 
theless, Mr. Davis ruled in favor of Al Sarena Mines, Inc. He acted 
solely on the basis of after-procured and unevaluated evidence con- 
sisting of a single report which presented mineral values far exceeding 
co a pear yee in any assay reports theretofore made a part of the 
record. 

In the light of these disclosures from the files of the Department of 
the Interior, and following a staff investigation in the field, the 
chairmen of the joint committee decided to hold a public hearing in 
Portland, Oreg. on November 25, 1955. These hearings were resumed 
in Washington, D. C., on January 10, and terminated on January 31, 
1956, subject to taking testimony from the Secretary of the Interior 
and the principal officers of Al Sarena Mines, Inc. Subsequently both 
were invited to appear before the joint committee, but stated they 
did not wish to testify. 

The joint committee believes that a statement of facts is important 
to an understanding of the Al Sarena matter. Therefore, this report 
will set forth in some detail the basic facts as developed through 
investigations and testimony, followed by a consideration of the 
major points at issue. 

BASIC FACTS 


I. THE APPLICANT FOR PATENT 


Al Sarena Mines, Inc. is a corporation chartered by the State of 
Oregon for mining and related purposes. It was organized under the 
laws of Oregon on May 17, 1935. 
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8 THE AL SARENA CASE 


The McDonald family, of Mobile, Ala., owns a majority of the 
stock of the corporation. The corporation at times maintains offices 
in Mobile, Ala., and its ere ge ree is Trail, Oreg. Charles R. 
McDonald is president, and H. P. McDonald, Jr., is secretary- 
treasurer. 

Il, HISTORY OF THE CLAIMS 


The 23 mining claims involved in the case were located on nationa. 
forest lands in the Rogue River National Forest in southern Oregon] 
The lands of the Rogue River National Forest were reserved for 
national forest purposes under Presidential proclamation of September 
28, 1893. These national forest lands are subject to mineral location 
under the general mining laws in the same manner as public domain 
lands not reserved for national forest purposes. 

In 1897 Peter and Mark Applegate filed the first mining claims on 
lands now under patents held by Al Sarena Mines, Ine. Pearl Mining 
Co. succeeded in interest to the Applegates, and that company’s 
possessory right in 10 of the 23 claims was acquired by the Al Sarena 
Co under an installment purchase contract dated May 11, 1935, and 
amended on December 11, 1945. Eleven other mining claims were 
acquired by purchase from individual owners and the remaining two 
claims were obtained by location in 1939. 

Total ore production from the 23 claims between 1897, when the 
Applegate brothers filed the first claim, and 1935, when the McDonald 
family became interested in the property, according to data supplied 
by the Oregon State Department of Geology, and referred to in the 
report of the Government mineral examiner, had a value of some 
$24,000, all of which came, as is shown by the hearing record, from 4 
of the claims that were not contested. (See hearings, p. 38.) There 
is no record of any ore production from any of the 15 contested claims. 


Ill. TIMBER RESOURCES 


According to figures submitted by the Al Sarena Corp., in an appli- 
cation for mining loans from the Reconstruction Finance Corporation 
in 1940, timber growing on the 23 claims was estimated to consist of 
20 million board-feet valued by the corporation at $80,000. (AlSarena 
Corp., No. 3529, 35.47 Oregon AUAG, 3-30-40.) At the time of the 
application for patent, October 4, 1948, merchantable timber growing 
on the 15 contested claims had a value of $82,980, according to data 
submitted by the Forest Service to the joint committee. (See hear- 
ings, p. 434.) 

In 1950, according to Forest Service estimates, the volume of 
merchantable timber on the 15 contested claims averaged approxi- 
mately 25,000 board-feet per acre, and the value was $126,190. (See 
letter of February 10, 1956, from Forest Service to Hon. W. Kerr 
Scott.) (See hearings, p. 433.) 

Dr. Richard E. McArdle, Chief of the Forest Service, testified that 
the value of the merchantable stand in 1955 was $231,775 for timber 
16 inches and over in diameter growing on the 15 contested claims. 
Under questioning, Dr. McArdle stated that if this timber were sold 
on the basis of competitive bidding, the value would be increased by 
approximately 50 percent. (See hearings, p. 450.) This would make 
the timber on the 15 claims worth $347,657.50 in 1955. 
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From 1943 to the present time, there has been no mining (cite). 
In 1954, after patent issued, timber in excess of 2 million board feet 
was cut and sold by the patentees. (See hearings, p. 93.) 


IV. EVENTS PRIOR TO FILING OF PATENT APPLICATION (1935-48) 


A. Applications for mining loans, Reconstruction Finance Corporation 

On October 14, 1936, Al Sarena Mines, Ince. filed an application for 
a development loan in the amount of $19,642 with the Reconstruction 
Finance Corporation. After intensive analysis of the loan application, 
it was disapproved in 1943. Exhibit A of the Al Sarena Mines, Inc., 
loan application, under the heading ‘Adaptation and Resources’”’, 
contains an estimate of 12 million board feet of standing timber on 
the property. 

On October 20, 1939, Al Sarena Mines, Inc. entered into a lease- 
purchase agreement with the Al Sarena Corp. of Houston, Tex. The 
lease was made a part of two mining loan applications filed by the Al 
Sarena Corp. with the Reconstruction Finance Corporation on 
January 23, 1940. The agreement was to run for 1 year with pro- 
vision for a year-to-year extension. Under its terms the Al Sarena 
Corp. paid $500 cash to Al Sarena Mines, Inc., and agreed to make 
further payments based on a specified percentage of gross receipts. 
The lessee also agreed to maintain payment of installments due from 
Al Sarena Mines, Inc. to the Pearl Mining Co. under a contract of 
sale for certain of the mining claims. The optional purchase pro- 
vision of the agreement stated the purchase price for the sale of the 
claims by Al Sarena Mines, Inc. to the Al Sarena Corp. was to be a 
transfer of 40 percent of the stock of the Al Sarena Corp. to Al Sarena 
Mines, Ine., but only if Al Sarena erg 5 had developed and blocked 
out a quantity of commercial ore not below $6 per ton in gold and 
silver values and in sufficient quantities to maintain a 200-ton daily 
milling operation, or low grade ore below the value of $6 a ton suffi- 
cient to maintain a 500-ton daily milling operation. This condition, 
as the subsequent record clearly shows, was impossible to meet. 

The agreement also provided that at any time during the life of the 
lease, the lessee, Al Sarena Corp. would have the right to patent the 
claims and sell the timber on such claims. 

On February 20, 1940, the Reconstruction Finance Corporation 
rejected both loan applications and gave the following reasons for 
denial: 


If the mining property is to be the security for a loan, it 
should contain blocked out ore the net value of which, in the 
opinion of Reconstruction Finance Corporation, constitutes 
suflicient security for the loan. The data submitted in the 
applications show that there has been considerable work done 
at this mine but it appears that as a result there is very little, 
if any, mineralization opened up that could be mined and 
milled at a profit * * * It is our opinion that the mining 
and milling of the mineralized bodies contained within this 
property would result in very little, if any profit; hence it 
does not offer sufficient security for a loan. 


In response to another appeal dated March 5, 1940, from Al Sarena 


Corp. regarding the loan, the Reconstruction Finance Corporation on 
March 14, 1940, stated: 
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We have again carefully studied all the data submitted 
with the applications of the Al Sarena Corp. and, based 
upon these » ee it is clearly our opinion that the project 
does not offer sufficient security for a general mining loan 
nor do we believe that through the expenditure of a de- 
velopment loan there would be developed a sufficient quan- 
tity of ore of a sufficient value to pay a profit upon mining 
operations, as required by the act. We wish to advise you 
that we have given very careful consideration to each report 
submitted and have not confined our attention to any par- 
ticular one. 

Undoubtedly you realize that there has been a consider- 
able amount of money spent on prospecting this property 
and as yet there is very little ore developed. The applica- 
tions contain some general statements that the property 
offers development possibilities but there are also statements 
that considerable more work has to be done to prove this. It 
clearly looks to us that any work done now would be of a 
prospecting nature with the hopes of finding ore, a purpose for 
which development loans are not made. (See letters of Feb. 
20 and Mar. 14, 1940, from John E. Norton, Chief, Mining 
Section, Reconstruction Finance Corporation, to Cecil R. 
Hayden, president, Al Sarena Corp., Houston, Tex., from 
Reconstruction Finance Corporation files, identified as— 
Al Sarena Corp., Nos. 3529, 35.47 Oregon AUAG, 3-30-40 
(Withdrawn Mining Loan—Corresp. & Document). 


t On March 5, 1940, the president of Al Sarena Corp. wrote to the 
; Reconstruction Finance Corporation asking reconsideration of its 
i 8 Sec for mining loans. The following is quoted from that 
etter: 
We most certainly are not questioning the judgment of 

the engineers of the RFC, in turning down this loan, for, 

as you say, there must be proper and adequate security, but 

taking the 2 items of blocked-out ore and the available timber 

reserves on the claims, we have a security of some $340,000 on 

which we ask a $51,000 loan. [Italics supplied.] 


A report dated May 13, 1939, on the mining property of Al Sarena 
Mines, Inc., by one of the corporation’s mining engineers, Mr. George 
P. Sopp, contains the following: 


Timber.—By patenting the property, the Al Sarena Min- 
ing Co. would obtain title to at least 12 million feet of timber, 
vatiad at approximately $80,000. (Identified as exhibit 
B-1, and filed as a part of the mining loan application sub- 
mitted by the Al Sarena Corp.) 
In exhibit A—6b, filed by Al Sarena Corp. in support of its loan 
application in 1940, the following is set forth: 


8. Loan will be repaid as rapidly as possible from operation 
of 75 ton mill (or larger mill if justified and in manner 
prescribed by RFC). There is also nig ie ong 20 million 
Jeet of timber on the properties that can be sold to nearby mills. 
[Italic supplied.] 


It should be noted that at the time these statements were made, 
Al Sarena did not own the timber on the claims and had no right to 
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THE AL SARENA CASE 11 


sell it. The corporation did not get title to the timber and the right 
to sell it until the patents were granted by the Department of the 
Interior in 1954. 

Another mining engineer employed by the company, Mr. D. Ford 
McCormick, in his report of July 15, 1937, also noted the fact of timber 
growing on the claims by saying: 


It is estimated that there are 20 million feet of excellent fir 
and pine timber on the claims. 


As a part of its loan application, the Al Sarena Corp. submitted 
what it designated as a ‘Proforma Balance Sheet” dated January 23, 
1940, showing under ‘‘Assets’’, the following: 


Mining claims (approx. 400 acres in 23 claims) ’ 
Timber resources (approx. 20 million feet of timber on said claims)... 80, 000 


V. PRODUCTION FROM THE CLAIMS SINCE 1935 


A. The lead concentrate story 


Al Sarena Mines, Inc., in pressing its patent application, made much 
of what it called the contribution made by this mining property to the 
war effort through its lead production. 

Examination of smelter records, and of records of the Metals Re- 
serve Co., subsidiary of the Reconstruction Finance Corporation, dis- 
closes that this contribution consisted of 21,716 pounds of lead con- 
centrates over a 3-year period, with a total gross value of $1,218.18 
including a payment of $24.60 by the Metals Reserve Co. for ‘excess 
production” over normal expectation. 

Between 1935 and 1943, when all mining operations on the Al 
Sarena properties ceased, there was a total production of gold valued 
at $14,231 and of silver valued at $872.46. This production, together 
with that from lead, gave the operation a total gross ore production 
valued at $16,322.44, over an 8-year period. 

This total gross from mining operations would not be adequate 
to defray the cost of assessment work on 23 claims at $100 per claim 
per year over an 8-year period. 

It is significant that during the same period of time the operation 
had a payroll, as shown by reports filed with the Compensation Com- 
mission of the State of Oregon, in the sum of $47,553.09, which clearly 
corroborates expert testimony that a prudent man would not attempt 
to mine the property, and pinpoints why there has been no mining on 
any of the 23 claims since 1943. 


VI. EVENTS PRIOR TO DECISION GRANTING PATENT (1948-54) 


A. The application for patent 

1. Chronology: 

(a) Application filed October 4, 1948, for patent to 23 claims. 

(6) On December 2, 1948, the supervisor of the Rogue River Na- 
tional Forest, wrote to the regional forester, calling attention to the 
publication of summons and notice of patent application. (See 
hearings, p. 730, appendix.) 

(ec) On December 7, 1948, the Regional Forester’s Office requested 
a copy of the patent application from the Bureau of Land Manage- 
ment, and by memorandum of December 9, 1948, transmitted a copy 
to the Rogue River Forest Supervisor with a request for information 
as to when a mineral examination of claims would be undertaken. 
(See hearings, p. 731, appendix.) 
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12 THE AL SARENA CASE 


(d) On December 7, 1948, the Bureau of Land Management 
officially notified the Forest Service of the pending application for 
patents in accordance with Joint Order of August 15, 1915, issued by 
the Secretaries of the Interior and Agriculture. (See hearings, p. 534.) 

(e) On December 15, 1948, the Office of the Regional Forester wrote 
to the Regional Administrator of the Bureau of Land Management 
requesting the Bureau of Land Management to conduct a mineral 
examination of the claims because the Forest Service did not have 
available a qualified mineral examiner in the area at that time. The 
letter also pointed out that on account of bad weather conditions, the 
mineral examination should be deferred until the spring of 1949. (See 
hearings, p. 730, appendix.) 

(f) On January 13, 1949, Al Sarena Mines, Inc., filed final proofs 
with the Bureau of Land Management. (See hearings, p. 535.) 

(g) On February 8, 1949, Al Sarena Mines, Inc., was advised by the 
Bureau of Land Management that the purchase price would be $2,375, 
at the statutory rate of $5 per acre, and that upon compliance with 
other requirements and the receipt of the purchase money, further 
consideration would be given to the issuance of final clearance of 
mineral entry. (See hearings, p. 535.) 

(hk) On February 10, 1949, Al Sarena Mines, Inc., filed application 
to purchase all the claims, and on February 17, 1949, the Bureau of 
Land Management issued an official receipt to the company for the 
purchase price of $2,375, which was paid subject to later approval of 
the patent application. (See hearings, p. 535.) 

(i) On April 6, 1949, the Bureau of Land Management issued a 
mineral certificate to Al Sarena Mines, Inc., stating that patent 
would be withheld pending a report by the Bureau of Land Manage- 
ment Regional Administrator upon the bona fides of the claims. (See 
hearings, p. 536.) 

(7) At the request of the Forest Service, Mr. Elton M. Hattan, 
Bureau of Land Management mineral examiner, examined the claims 
for 5 days in May 1949, took samples from the discovery points and 
other points on the claims. (See hearings, p. 27.) These samples 
were sent to the Annes Engineering Co. Laboratory in Grants Pass, 
Oreg. (See hearings, p. 27.) 

In July 1949, Mr. Hattan and Mr. W. C. Sanborn, mineral examiner 
for the Forest Service, reexamined the 15 contested claims, taking 
samples at places indicated by Mr. H. P. McDonald, Jr., secretary- 
treasurer of Al Sarena Mines, Inc., and sent the ore samples to the 
Abbott A. Hanks Laboratory in San Francisco, Calif. (See hearings, 
pp. 30-31.) 

When the McDonalds submitted to minerals examiner Hattan some 
assays showing higher values, he made a further examination in Sep- 
tember 1950, taking additional samples from the claims and a few from 
the company warehouse. Mr. Hattan sent these to the Bureau of 
Mines Laboratory at Albany, Oreg. (See hearings, pp. 34, 35.) 

In addition, Mr. Hattan took that portion of the sample pulps 
retained by the Annes Co., in accordance with their practice, and 
submitted them to the Abbott A Hanks Laboratory for recheck. The 
recheck by Hanks'confirmed the original assay by Annes. (See hear- 
ings, p. 31.) 

The results of these assays and of the assays submitted by the 
A. W. Williams Inspection Co. of Mobile, Ala., are shown on the 
following chart: 
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14 THE AL SARENA CASE 


(Samples submitted for assay were taken from points on the claims 
designated by representatives of Al Sarena Mines, Inc.) 

(Testimony of Mr. George B. Holderer, committee staff mining 
engineer, was that Al Serena ore would have to show a value of $20 a 
ton in order to operate the property at a profit.) 

(k) On April 13, 1950, the United States Forest Service filed formal 
protest against 15 of the 23 claims based on: (1) Minerals had not 
been found in sufficient quantities to constitute a valid discovery; and 
(2) That on 5 of the 15 claims the $500 statutory improvement work 
had not been made. 

(2) On April 25, 1950, the Bureau of Land Management notified 
Al Sarena Mines, Inc. of the protest by the United States Forest 
Service. 

(m) On May 22, 1950, Al Sarena Mines, Inc. filed its answer to the 
a requesting that the protest be dismissed and patents be 
issued. 

(n) On September 13, 1950, a hearing was held before Pierce N. 
Rice, manager of the Bureau of Land Management office in Portland, 
Oreg., with the United States Forest Service present, representing the 
United States Government, and representatives of the Al Sarena 
Mines, Inc., represented by counsel, also present. 

(1) The manager opened the proceedings. Counsel for Al 
Sarena Mines, Inc. demanded rulings on certain motions and 
demurrers he had filed preliminary to the proceedings. The 
manager listened to the arguments made by counsel, overruled 
the demurrers and dismissed the motions. (See hearings, pp. 
6, 9.) 

(2) At that time the Forest Service asked for permission to 
proceed with the hearing. The counsel for Al Sarena Mines, 
Inc. asserted that he had an agreement with the then solicitor 
of the Department of the Interior to the effect that the Federal 
Code and Regulations and the Rules of Practice prescribed by 
the Department would not govern in this particular case. (See 
hearings, pp. 15, 16.) The manager stated that he had not been 
advised officially of the alleged agreement and “in view of the 
fact that it was very unusual, (he) was (not) prepared to accept 
counsel’s interpretation of the agreement’. (See hearings, pp. 
15-16.) The manager offered to telephone to Washington, 
D. C., to check on the alleged agreement, but the Al Sarena 
representatives refused to wait. (See hearings, p. 16.) (The 
former Solicitor has denied any such agreement.) (See letter, 
November 16, 1950, White to MacMahon, p. 642, hearings.) 

(3) Counsel for the company then stated that he would not 
participate in the proceedings, that he would offer no evidence 
orally, documentary or otherwise at the hearing. He then 
advised the company representatives not to attend any further 
proceedings and they left the hearing room. 

(o) Mr. Rice testified he was greatly disturbed by the actions and 
attitude of the company’s counsel and representatives. He therefore 
sent the complete file to the Director of the Bureau of Land Manage- 
ment on October 2, 1950, suggesting that the Director render a decision 
in the case. On November 24, 1950, the Director returned the file 
to Mr. Rice with instructions to render a decision on the basis of the 
ceoen, in accordance with the regularly established procedure of the 

ureau. 
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(p) On December 14, 1950, Manager Rice rendered the decision 
sustaining the protest of the Forest Service. 

(q) On April 27, 1951, the Assistant Director of the Bureau of Land 
Management in Washington, D. C. affirmed that decision not to grant 
patents on 15 of the contested claims, but this ruling did not invalidate 
the mining claims, nor disturb possession of the claims by the appli- 
cants, 


(r) On May 21, 1951, Al Sarena Mines, Inc. appealed to the Secre- 
tary of the Interior. 

(s) On July 28, 1951, the Al Sarena Mines, Inc. brought an action 
in the United States District Court for the Southern District of Ala- 
bama to compel the Secretary of the Interior to issue a patent for the 
15 claims. (The company maintained this action until June 17, 1954, 
which was after the patents were issued on February 15, 1954.) 

(t) On August 3, 1951, Solicitor Mastia G. White offered to remand 
the case to the field for another hearing (cite). The files disclosed no 
answer to the offer. 

(u) This was the posture of the case when Clarence A. Davis was 


sworn in as Solicitor of the Department of the Interior on February 
17, 1953. 


VII. PROCEDURE AGREED UPON TO PRODUCE ADDITIONAL EVIDENCE 
UPON WHICH TO ISSUE PATENT 


A. The Office of the Solicitor of the Department of the Interior 


Mr. Clarence A. Davis was sworn in as Solicitor of the Department 
of the Interior on February 17, 1953. The Solicitor is the highest 
ranking legal officer of the Department. He is the principal legal ad- 
viser of the Secretary and is responsible for and has supervision over all 
legal work of the Department. The authority to decide appeals re- 


lating to the public lands is vested in the Solicitor, and his decisions 
are final. 


B. Congressional intervention 


The Al Sarena applicants, from time to time, sought to enlist con- 
gressional assistance. The record contains communications from Con- 
gressman Frank Boykin of Alabama to the Department of the Interior. 
(See hearings, pp. 555, 556, 557, 558, 559.) The office of Senator 
Eugene Millikin, of Colorado, inquired about the case and Senator 
Estes Kefauver, of Tennessee, had some correspondence with the 
McDonald family about the matter. (See hearings, pp. 560, 575, 576.) 

However, former Secretary Chapman and his Solicitor, Mastin G. 
White, did not grant the patents. When these officials left office by 
reason of the change of administration, Al Sarena Mines, Inc., was 
still maintaining its action in the Federal District Court in Alabama, 
seeking to compel issuance of the patents—which Mr. Chapman and 
Mr. White had steadfastly refused to do. 

After Mr. Douglas McKay took office as Secretary of the Interior, 
and Mr. Clarence A. Davis as Solicitor, Representative Harris Ells- 
worth of Oregon took an interest in the case. There is, of course, 
nothing improper or unusual in a Representative or Senator seeking 
to advance legitimate interests of his constituents. The committee 
merely wishes to point out that it was only after active intervention 
by Representative Ellsworth and his administrative assistant, Mr. 

. S. Garber, that Solicitor Davis ordered the Al Sarena case to be 
processed in a highly unusual and unprecedented manner. 
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In a letter of September 3, 1953, to Mr. D. Ford McCormick, mining 
engineer for Al Sarena, with a copy to the Director of the Bureau of 
Mines, Mr. Davis says: 


In an effort to determine the matter fairly, I have agreed 
with Congressman Ellsworth, who has interceded in behalf 
of the company to ask you and Mr. Volin of the Bureau of 
Mines or his substitute to procure personally sufficient 
samples of the deposits on each claim to afford adequate 
assays on which the Secretary can base his decision on the 
validity of the discovery. 


This letter constituted a part of the official instructions from the 
Solicitor of the Department of the Interior to subordinate employees 
who were assigned the task of conducting a so-called independent 
investigation. It is also notable that in advising the Director of the 
Bureau of Mines of the modus operandi that would be undertaken, 
Mr. Davis sent him a copy of his letter to the applicant, which contains 
the following language: 


Pursuant to my conversation with Mr. Garber, adminis- 
trative assistant to Congressman Ellsworth, the following 
modus operandi is acceptable to me in acquiring further 
evidence of a valid discovery on your contested claims. * * * 

C. Procedure adopted to produce additional evidence 

In his testimony on January 26, 1956, Mr. Davis stated that there 
were three possible alternatives to dispose of the Al Sarena case. 
He asserted that the first and most obvious was to send the case back 
to the Bureau of Land Management in Portland, Oreg., for another 
hearing. However, he decided not to do this, because (1) there had 
been a 5-year delay; (2) the Al Sarena people had accused officials of 
the Bureau of Land Management and the Forest Service of collusion; 
(3) the first hearing “had broken up in confusion”; “much of the 
evidence of the claimants * * * did not appear in the record to send 
to Washington”; “‘the hearing officer had been reluctant to render a 
decision”; and ‘‘the record of the entire affair was not such as to 
inspire any confidence in me for a speedy determination of the matter.” 
He said that to remand the case for a further field hearing seemed to 
him a vain act. He asserted that he felt the ‘‘same suspicions and 
hostile attitudes would be present” and that this would delay final 
decision for another period of years. (See hearings, p. 539.) 

He also discarded the idea of having the case decided through the 
courts, claiming that if the Al Sarena Co. appealed from a finding of 
fact by the Solicitor that there was a lack of sufficient mineralization, 
that finding would be conclusive on the court and relief would be 
denied. With this in mind, Mr. Davis stated that “the company 
would get no complete review in the courts.’’ (See hearings, p. 539.) 

He then decided to have the Bureau of Mines and the applicant 
company jointly take new samples from the claims and submit them 
to an assayer “mutually acceptable” to both parties. Mr. Davis’ 
testimony on January 31, 1956, in commenting on the new procedure 
is worthy of note: 
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Mr. Cosurn. Then the point is, is it not, that despite 
the evidence on file of various assay reports, numerous 
assay reports 

Mr. Davis. Yes. 

Mr. Cosurn. You decided to start all over again? 

Mr. Davis. That is right. That is a very fair statement. 
I am glad you made it because that is exactly my attitude 
on the thing. (See hearings, p. 661.) 


Here Mr. Davis admits that the record in the case which was before 
him on appeal was ignored insofar as the vital and fundamental 
question of mineralization was concerned. The whole procedure 
was conceived and carried out without any notice of any kind to 
the Forest Service or the regional solicitor of the Department of 
Agriculture, charged with the duty and responsibility of representing 
the interests of the United States as the contesting party in the 
proceedings. (See hearings, p. 579.) 

On September 3, 1953, Mr. Davis wrote certain letters anda 
memorandum, designed to govern the procedure in obtaining evidence 
of mineralization. These documents, constituting the official instruc- 
tions, are quoted in full: 

Au Sarena Mings, INc., 
Trail, Oreg. 

GENTLEMEN: Pursuant to my conversation with Mr. Garber, the 
following modus operandi is acceptable to me in acquiring further 
evidence of a valid discovery on your contested claims: 

1. I should like M. E. Volin, a mineral expert from the Bureau 
of Mines in Spokane, to accompany Mr. D. Ford McCormick when 
samples are obtained for assaying purposes. In the event Mr. Volin 
is unable to take the assignment, he will designate one or more sub- 
stitutes from the Bureau of Mines who will be available. 

2. The two men may arrange the time and place of meeting to suit 
their convenience. They should meet as promptly as_ possible, 
however. 


3. Accurate record should be kept of the location from whence 
each sample is taken. 

4. Samples should be taken from each of the following claims: 
Henry Applegate, J. W. Merritt, Rainboe, Sulphide, Delia McKinnon, 
Cougar, Oro Escondido, W. C. Leever, J. L. Grubb, J. D. McKinnon, 
manganese claim, Staples, Arroyo Verde, Alabama, and La Jolla. 

You may take as many samples of whatever weight from each 
claim as you desire. 

5. The samples should be retained in the possession of Mr. McCor- 
mick and the Government representative until shipped or delivered 
to a qualified assayer who is acceptable to both men. 

6. The assay report should be labeled so that they are easily identi- 
fied to the claims from which they are procured and the reports 
sent to me promptly. 

7. Mr. MecCormick’s salary and expense and the assaying costs 


will have to be borne by you. The Government will bear only the 
expense of its representative. 


Very truly yours, 





CiarencE A. Davis, Solicitor. 
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Copy to: Director, Bureau of Mines, 
Congressman Ellsworth, 
Mr. D. Ford McCormick, Eagle Point, Oreg. 
Memorandum to: Director 
Bureau of Mines 
From: The Solicitor 
Subject: Al Sarena Mines, Inc. 


Enclosed please find a copy of a memorandum which I have sent 
to the above subject, and a copy of my letter to Mr. McCormick. 
They are self-explanatory. 

In view of the fact that the company did not introduce evidence of 
discovery at the hearing for patent, it is my desire to give them this 
pf ema to make their showing. Iam aware of the peculiar nature 
of the area that they say is mineralized and want to approve patent 
for them if the assays afford us the well established legal basis therefor. 
All people concerned should, therefore, cooperate in obtaining sam- 
ples and assays upon which no doubts will be harbored by anybody. 
The decision on the application for patent should be considerably 
easier after we have the new assays. 

Mr. Armstrong of my office has talked to you and Mr. Miller con- 
cerning this matter and has been told that Mr. Volin at Spokane 
should be available to represent the Government when the assay 
samples are taken. I would appreciate your cooperation in sending 
him the suggested procedure and instruction to contact Mr. McCor- 
mick at Eagle Point, Oreg. My principal concern is to have a quali- 
fied Government representative present to see that the assay samples 
are fairly taken from each claim and then delivered to a competent 
assayer. 

CuiarENcE A. Davis, Solicitor. 


Mr. D. Forpv McCormick, 
Route 1, Box 125, Eagle Point, Oreg. 


Dear Mr. McCormick: As you know, the Al Sarena patent 
application has been appealed to the Secretary of the Interior. The 
application, to this point, has been rejected on the ground that the 
company has not produced satisfactory evidence of a valid discovery 
on certain of the claims. 

In an effort to determine the matter fairly, I have agreed with 
Congressman Ellsworth, who has interceded on behalf of the company, 
to ask you and Mr. Volin of the Bureau of Mines, or his substitute, 
to procure personally, sufficient samples of the deposits on each claim 
to afford adequate assays on which the Secretary can base his deci- 
sions on the validity of the discoveries. 

I am enclosing herewith a copy of the procedure which I have 
suggested for you and Mr. Volin to follow. I have also asked Mr. 
Volin to contact you promptly so that you can arrange the time and 
place of meeting, convenient to both of you. 

Sincerely yours, 
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Ciarence A. Davis, Solicitor. 
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These instructions stated: 


I am aware of the peculiar nature of the area that they say 
is mineralized and want to approve patent for them if the assays 
afford us the well established legal basis therefor. All people 
concerned should, therefore, cooperate in obtaining samples 
and assays upon which no doubts will be harbored by anybody. 
The decision on the application for patent should be con- 


siderably easier after we have the new assays. [Italic 
supplied.] 


This statement could well have been interpreted by employees of 
the Bureau of Mines as notice that the Solicitor was desirous of 


obtaining such evidence of mineralization as would permit him to 
issue patent. 


D. The mineral examination by the Bureau of Mines 


Mr. N. E. Volin, of the Spokane office of the Bureau of Mines, 
designated Mr. Richard N. Appling, one of his subordinates stationed 
at Grants Pass, Oreg., to carry out the instructions. Mr. Appling 
met with Mr. D. Ford McCormick, the mining engineer retained by 
Al Sarena Mines, Inc., on November 12, 1953, and together with the 
McDonalds they took samples from points indicated by the company 
representatives. A portion of each sample was sent to the A. W. 
Williams Inspection Company of Mobile, Ala., for assay. Another 
portion of each sample was placed in the office of the Oregon State 
geologist at Grants Pass., Oreg., for safekeeping. Mr. Appling had 
no instructions to keep such duplicate samples, but stated that he 
did so to avoid retaking samples if those sent to Mobile were lost in 
transit. 

Under the instructions from Solicitor Davis, Al Sarena Mines, Inc., 
was to pay for the cost of the assays. The assay house selected had 
to be acceptable to both the applicant and the United States Bureau 
of Mines. Both Mr. Appling and Mr. Volin of the Bureau of Mines 
stated that they had suggested to Al Sarena Mines, Inc., the services 
of three western assay houses located within a reasonable distance of 
the location of the claims. They were Smith-Emory and Abbott A. 
Hanks of San Francisco, Calif., and Union Assay Co. of Salt Lake 
City, Utah. (See hearings, pp. 236, 313.) Al Sarena Mines, Inc., 
from the very beginning insisted on the A. W. Williams Inspection 
Co. of Mobile, Ala. (See hearings, p. 110.) The Bureau of Mines 
acceded to this demand of the applicant. The fact that the company 
was paying for the assay, and had established credit with the A. W. 
Williams Inspection Co., coupled with the further fact that the appli- 
cant had offices in Mobile, Ala., and had done business in the past 
with the A. W. Williams Inspection Co. obviously influenced the 
Bureau of Mines representative in acceding to this demand. 

Immediately following the receipt of the assay report from the 
A. W. Williams Inspection Co. at Mobile, Ala., Mr. Appling, repre- 
senting the Government, and Mr. D. Ford McCormick, representing 
the company, decided to destroy the retained samples by throwin 
them in the Rogue River. The A. W. Williams Inspection Co. di 
not keep duplicate samples as had the western assay companies to 
which Mr. Hattan had sent his samples. 
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Mr. McDaniel of the A. W. Williams Inspection Co. testified that 
assaying, particularly of precious metals, was a very small part of 
the company’s work. In fact, its first gold and silver assays were 
made in connection with the Al Sarena claims. At that time, Mr. 
McDaniel worked out assay methods with the assistance of one of the 
McDonald brothers and of a book on the subject. (See hearings, pp. 
173, 174.) 

VIII. THE OPINION AND DECISION TO GRANT PATENTS 


Despite the fact that this was supposed to be an independent Gov- 
ernment investigation, the assay report constituting the basis for the 
decision to grant patent was never transmitted directly by the A. W. 
Williams Inspection Co. to any Government agency or official. 

On December 24, 1953, the assay report on the mineral values of 
the 15 contested claims was delivered by Mr. H. S. Garber of the 
office of Congressman Harris Ellsworth to Solicitor Davis. (See 
hearings, p. 606.) Why this assay report was sent to Congressman 
Ellsworth instead of to Mr. Davis, in accordance with the official 
instructions, has never been explained. A copy of the assay report was 
also supplied Mr. Appling, the Bureau of Mines engineer in Trail, 
Oreg., by Mr. D. Ford MeCormick, the Al Sarena company’s mining 
engineer. 

On December 29, 1953, Solicitor Davis and Associate Solicitor J. 
Reuel Armstrong telephoned Mr. R. N. Appling in Grants Pass, 
Oreg. (See hearings, p. 545.) According to the testimony of both 
Mr. Appling and Mr. Davis, the purpose of this call was to get Mr. 
Appling’s opinion of the value of the minerals on the disputed claims. 
Mr. Appling testified: 


I would like to say that I was reluctant to answer for the 
reason that I did not have all the facts. I did not have 
enough time to make a thorough investigation of the prop- 
erty. I answered it with reluctance. In effect I said to him 
that I thought the assays were sufficiently good in my own 
personal opinion to warrant a program of exploration of the 
property. (See hearings, p. 352.) 

He said he was asked by Mr. Davis to submit his written report 
directly to the latter, instead of through regular channels. Mr. 
Appling testified : 


We have rather strict regulations in a region such as that 
regarding correspondence and channels through which reports 
should be sent. I was not aware that Mr. Davis would have 
the authority to supersede those instructions that we had 
had. That was the reason that I did not want to send the 
report directly to him. I wanted it to go through channels. 
(See hearings, p. 351.) 


Apparently Mr. Davis did not insist on a direct report because he 
issued his decision and opinion in the case at least 2 days before the 
written report made by Mr. Appling could have reached the Depart- 
ment here in Washington, D. C. (See hearings, p. 657.) 

On January 6, 1954, Mr. Davis granted the patent application 
submitted by Al Sarena Mines, Inc. His opinion reciting the reasons 
for the favorable decision is a curious one. In the first 12 pages 
of that decision, Mr. Davis sets aside all the contentions of the 
Al Sarena Co, For example: Al Sarena contended that. it was entitled 
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to a patent prior to the filing of the protest by the Forest Service and 
that, therefore, the Department of the Interior had no authority to 
entertain the protest. Mr. Davis held “the contention is untenable’. 
(See hearings, p. 11.) 

Another contention of Al Sarena was that there were certain irregu- 
larities in the protest and in the manner in which the hearing before 
the Bureau of Land Management in Portland, Oreg. was conducted. 
Mr. Davis brushes these contentions aside and says: 


* * * for the most part they appear to be immaterial and 
without substance. (See hearings, p. 13.) 

Thus Mr. Davis, in effect, sustained all the actions taken by the 
Bureau of Land Management in the original proceedings, and the 
subsequent decisions of both the Manager of the Land Office at 
Portland, Oreg., and the Assistant Director of the Bureau of Land 
Management, in Washington, D. C. 

Mr. Davis testified that the sole legal basis upon which he based 
his decision was that a sufficient mineralization of the claims was 
established to justify a prudent man in the further development of 
the property. (See hearings, p. 600.) Mr. Davis also testified on 
January 31, 1956, that after the record had been presented to him, he 
had decided to start all over again to obtain evidence of mineralization. 
This procedure resulted in a single unchecked report of assays by the 
A. W. Williams Inspection Co. of Mobile, Ala., which was the only new 
documentary evidence before Mr. Davis when he rendered his decision 
on January 6, 1954. 

Mr. Davis’ decision to overrule the findings of fact and the con- 
clusions reached by the responsible officials of the Bureau of Land 
Management and to approve the patent application thus had no 
evidentiary support save and except the aforesaid A. W. Williams 
Inspection Co. assay report. 

Attention is called to the fact that as early as 3 years prior to the 
time Mr. Davis’s subordinates acceded to the demand of the Al Sarena 
Co. that the A. W. Williams Inspection Co. do the supplemental 
Al Sarena assays, the General Services Administration had found this 
company’s services unsatisfactory and erratic as is shown by the 
following official report from the General Services Administration: 


Many of the assay reports on imported bauxite by the 
Williams laboratory were questioned by contractors supply- 
ing the bauxite, and as a result, such reports had to be 
umpired for settlement purposes. Jn each instance the um- 
pire proved the Williams Talenatory results were incorrect. 
(See hearings, pp. 216, 217.) [Italics supplied.] 


When asked whether the written Appling report that came to him 
from the field or the assay report from the A. W. Williams Inspection 
Co. had been evaluated by any of the mineral experts of the Bureau 
of Mines, Mr. Davis replied in the negative. (See hearings, p. 658.) 
He attempted, however, to substantiate his decision on one other 
basis—the aforesaid telephone call from him to a relatively inexperi- 
enced mining engineer of the Bureau of Mines, Mr. R. N. Appling, 
who testified he reluctantly told Davis over the telephone that the 
claims should be further explored. (See hearings, p. 352.) Pa 

It should be reemphasized that Mr. Davis did not wait to issue his 
decision until the written report on the claims had been received from 
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Mr. Appling. The record clearly shows that Mr. Davis was so 
anxious to approve the patent application that he did not even take 
the time to obtain expert evaluation of any written report submitted 
to him. Thus, we have a decision by the top-ranking legal officer of 
the Department of the Interior based on: (1) an unevaluated assay 
report from an assayer selected by the applicant for the patent, (2) a 
ileus conversation, (3) and some incidental statements in a 1949 
report never admitted in evidence. (See Davis’ decision, hearings, 


p. 10.) 
COMMENT 


EVIDENCE IGNORED 


Mr. Davis conveniently overlooked a preponderence of uncontro- 
verted evidence adverse to the applicant on file in the record of this 
case, evidence that had been made the subject matter of a duly and 
legally constituted hearing; evidence submitted by both the United 
States Forest Service me the Bureau of Land Management. He 
ignored the numerous assay reports already on file in that record 
which clearly showed a lack of sufficient mineralization to justify 
issuance of patent on the 15 contested claims. 

In his opinion Mr. Davis stated that he did not wish to penalize 
the applicant for the patent on account of “the conduct of its counsel.”’ 
(See hearings, p. 14.) In effect this means that Mr. Davis decided to 
reward the applicant for its refusal to submit any evidence in the regu- 
lar course of the hearing procedure. The opinion of Mr. Davis further 
sets out that while it appears to be of little or no legal significance, the 
applicant had expended some $200,000 in the development of the 
claim. This gratuitous and meaningless observation as to fancied 
expenditures is not supported by any testimony or facts of record but, 
whatever its source, it seemed to have some peculiar significance to 
Mr. Davis. 

Illustrative of Solicitor Davis’ apparent dedicated purpose to 
grant the patents despite his own stated belief that administrative 
procedures based upon the law should be followed is the following 
quotation from his decision: 


The purpose of the hearing under the Department’s rules 
of practice is to give both parties full opportunity to present 
their evidence, and if a claimant chooses to withdraw from 
the hearing without submitting his evidence or subjecting 
the Government’s witnesses to cross-examination, he must 
bear the consequences. (See hearings, p. 13.) 


Despite this dictum in his decision Mr. Davis in his testimony 
before the Joint Committee took the position that he had no choice 
but to grant this patent under law. This presumption is clearly 
rebutted not only by the complete departmental record which was 
available to Mr. Davis, had he not chosen to ignore it, but also by 
the Reconstruction Finance Corporation records containing the 
loan applications filed by Al Sarena Mines, Inc. and its lessee, which 
show beyond any doubt that there was not sufficient mineralization 
of the claims even to warrant approval of a loan for only $20,000. 
This entire Reconstruction Finance Corporation record was available 
to Mr. Davis in the files of his own Department of the Interior. 
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It is certainly hoped that the decision in the Al Sarena case will not 
constitute a precedent. Otherwise any mining claimant who wants to 
obtain a patent could easily do so by— 

1. Refusing to comply with the rules and regulations of the 
Department of the Interior; 

2. Refusing to submit any evidence in the regular course of the 
proceedings; 

3. Bring about political intervention so that a procedure pat- 
terned for his exclusive use and benefit will be ordered to procure 
questionable evidence sustaining his application; 

4. Exclude one of the parties—the contestant—from partici- 
pation in the production or examination of that new evidence; 

5. Allege that he has invested large sums of money in the 


development of the claim, and — the official deciding the 
case to ignore the facts of record. 


THE EXTRAORDINARY PROCEDURE ORDERED IN THIS CASE 


Solicitor Davis, in considering the Al Sarena claims, ordered what is 
admitted by everyone to be an extraordinary procedure in this one case. 
The committee believes that this procedure was grossly unfair to the 
public interest and to the Government; that it was unprecedented; 
that it sets a dangerous precedent for the future and that it was ille- 
gal because it viclated two specific provisions of the Administrative 
Procedure Act, which the committee believes apply to these proceed- 
ings. 

EVENTS PRECEDING THE DAVIS “MODUS OPERANDI” 


Briefly, what occurred was this. The contest brought by the Forest 
Service on behalf of the Government was set for hearing in Portland, 
Oreg., on September 13, 1950. Representatives of the Al Sarena 
Mines, Inc., appeared at the hearing with their attorneys as did pre- 
resentatives of the Forest Service. The Al Sarena Mines, Inc., de- 
manded that the hearing officer abandon and disregard the rules of 
practice of the Department of the Interior (43 C. F. R. pt. 221) which 
govern the conduct of hearings held by the Department and instead 
adopt and follow the rules governing cases in the Federal district 
court. The Al Sarena people asserted that the Interior Department’s 
then Solicitor, Mastin & White, had agreed that this particular pro- 
ceeding would be governed by the Federal court rules. This amazing 
and unsubstantiated allegation was later denied completely by Mr. 
White. (See Davis decision, hearings, p. 10.) 

The hearing officer refused to accept this unprecedented demand, 
and offered to adjourn the hearing and call Washington, D. C., to 
check on the assertion. The Al Daines representatives would not 
wait for such a call and walked out of the hearing, refusing to put 
any evidence into the record. The hearing official proceeded with 
the hearing and took the Forest Service’s evidence. This evidence 
was subject to cross-examination and rebuttal by the Al Sarena 
representatives, but this was not done because they refused to par- 
ticipate further in the hearing. The Forest Service evidence showed 
that the mineral values were negligible on the 15 contested claims. 

The hearing officer was concerned about the “personal and violent 
charges” of 'the Al Sarena representatives, (cite), so he sent the file 
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to the Director of the Bureau of Land Management in Washington, 
suggesting that the latter issue the initial decision. The Director, 
however, followed the established procedure and the principles of 
the Administrative Procedure Act by returning the file to the hearing 
officer to issue a decision based on the record of the case. The 
hearing officer then denied patent on the 15 contested claims. 

Al Sarena Mines, Inc., appealed to the Director, who affirmed the 
hearing officer. The company appealed to Secretary of the Interior 
Chapman on May 21, 1951. The case was referred to Solicitor 
White who had final authority to act on appeals to the Secretary. 
By this time, the record seemed to be in bad shape from the company’s 
standpoint because it had failed to present whatever evidence it 
might have had and had refused to cross-examine the Forest Service 
witnesses, despite its opportunity so to do. 

Solicitor White offered on August 3, 1951, to remand the case to 
the field for a further hearing. This would have given the Al Sarena 
Co. every opportunity to cross-examine the Forest Service witnesses. 
It would also have permitted the company to present its evidence 
in the open and to allow its witnesses to be cross-examined by the 
attorney for the Forest Service. 

The Al Sarena representatives refused this opportunity. They 
demanded that Solicitor White order the patent to be issued. They 
also sought to tie his hands by a suit in the Federal court in Alabama 
to compel Secretary Chapman to issue a patent. This device effec- 
tively prevented the Secretary from issuing a final adverse decision. 

The committee notes there has been a marked reluctance on the 
part of the McDonalds, who control the company, to present whatever 
their case may be in open proceedings. They walked out of the 1950 
hearing; they turned down a new chance in 1951 to present their case; 
and in 1955 and 1956 they declined opportunities to testify at these 
joint committee hearings (cite). On the other hand, they exerted 
terrific pressure behind the scenes to secure the issuance of a patent 
without following the regular procedures that apply to all other 
applicants for patents. 


THE PROCEDURE ORDERED BY SOLICITOR DAVIS 


After Mr. Davis became Solicitor under the new Secretary of the 
Interior, Mr. Douglas McKay, he received literally a barrage of letters 
and material from an Oregon Congressman and from the McDonalds. 
Vicious accusations were made by representatives of Al Sarena, Inc., 
against the Forest Service and Bureau of Land Management em- 
ployees. Apparently this pressure caused Mr. Davis to conclude that 
Mineral Examiner Hattan was biased and prejudiced against the 
applicant for patent, merely because Mr. Hattan in his official report 
had mentioned that there was timber growing on the claims, which 
certainly was a factor in considering the good faith of the applicants. 
So far as the committee could learn, Mr Hattan’s fairness, objectivity, 
and impartiality had never before or has since been questioned. 

Mr. Davie however, did not call Mr. Hattan in for consultation nor 
did he make any other effort to verify or check his conclusion that 
Hattan was prejudiced. Instead, he agreed with the Oregon Congress- 
man to have a representative of the Bureau of Mines go to the claims 
with a representative of the company and take ore samples which 
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could be sent only to an assayer on which the company would agree. 
This turned out to be a relatively inexperienced Mobile, Ala., concern, 
but one with which the Al Sarena Co. had done considerable business. 
This procedure was carried out secretly so far as the other party to 
the contest, the United States Forest Service, was concerned. The 
Forest Service was representing the interests of the United States. 

Copy of the assay report showing a modest amount of mineral 
content was delivered to Solicitor Davis by the office of the Oregon 
Congressman. Mr. Davis then deliberately disregarded all previous 
evidence, since he testified he had determined to start out anew, and 
issued a decision granting the patent. The decision was written and 
signed before Mr. Davis even received the official Bureau of Mines 
report (cite). He had, however, telephoned long distance to the 
employee who had cooperated in taking the samples to see if he had 
the same’assay report and to ask him what he thought of the results. 
In response, the employee said he thought the claims would merit 
further exploration (cite). 

The Forest Service, which represented the Government as the other 
party in the hearings, was not notified of the procedure; was not 
permitted to see the “evidence” gathered by the Bureau of Mines in 
cooperation with the company; was given no opportunity to cross- 
examine the Al Sarena or Bureau of Mines representatives; was not 
allowed to question the sampling, assays or the methods used; and, in 
fact, had no knowledge at all of the proceedings until after Mr. Davis’ 
decision granting patents had been issued and after all remaining 
vestiges of the ore samples had been destroyed. 

Mr. Davis violated departmental precedent. Every Forest Service, 
Bureau of Land Management, and Bureau of Mines official who 
testified stated that they had never before heard of such a procedure. 
Mr. Davis attempted to go back 44 years to cite U. S. v. Cameron 
(cite) as a precedent, but, in fact, as will be shown under a separate 
heading, that case completely refutes Mr. Davis’ position. Of 
course, the mere fact that an action has not been taken before does 
not necessarily make it bad. In the opinion of the committee, how- 
ever, Mr. Davis’ action was bad and sets a dangerous precedent. 

The action was obviously contrary to all normal concepts of 
American justice. If any judge dared to disregard all evidence 
submitted by one party to a lawsuit and to send out an agent to 
work secretly with the other side to gather and submit evidence for 
that other party, then received that evidence without any notice to 
the first party and decided the case thereon, that judge would certainly 
face impeachment proceedings. Yet that is exactly what Mr. Davis 
did in the Al Sarena case. 

Mr. Davis testified: 


Mr. Cosurn. Then the point is, is it not, that despite the 


evidence on file of various assay reports, numerous assay 
reports * * * 


r. Davis. Yes. 
Mr. Copurn. * * * you decided to start all over again? 
Mr. Davis. That is right. That is a very fair statement. 


I am glad you made it because that is exactly my attitude on 
the thing. (See hearings, pp. 660, 661.) 
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His directive did not Jend itself to qualifying Bureau of Mines 
employees to act with absolute wees Pp a mining patent matter, 
mince when they were told that Mr. Davis, Solicitor of the 

epartment, wanted to approve the patents and were instructed to 
cooperate with the mining claimant in obtaining the evidence necessary 
to furnish a legal basis for doing so. The Bureau of Mines repre- 
sentatives testified that this job was one which, so far as anyone 
could learn, the Bureau bad never been called on to perform before. 
(See hearings, p. 263.) 


APPLICABILITY OF THE ADMINISTRATIVE PROCEDURE ACT 





Sections 5, 7, and 8 of the Administrative Procedure Act (5 U.S. C. 
sec. 1004, 1006, and 1007) govern quasi-judicial administrative pro- 
ceedings before Federal agencies. They are designed to establish a 
rule of law, not of man in such proceedings, by assuring fair and open 
procedures under sound and established rules. In several respects 
they were particularly designed to prevent the reception of evidence 





y and advice behind the scenes without notice to the parties in the 

ir proceedings. 

a Decisions of the Supreme Court make it clear that the Administra- 

< tive Procedure Act is applicable to mining claim contests. 

Q Congress has passed a number of laws concerning hearings before 

Q subordinate officers of the Bureau of Land Management (43 U. S. C. 

va 100-106). There is no explicit statutory requirement that proceed- 

. ings for the cancellation of an entry on public lands be determined on 

. the record after opportunity for an agency hearing. However, in 

t Wong Yang Sung v. McGrath ((1950) (339 U.S. 33, 50)) the Supreme 

S Court held that— 

$ the limitation to hearings ‘required by statute” in section 5 

* of the Administrative Procedure Act exempts from that sec- 

4 tion’s application only those hearings which administrative 

i agencies may hold by regulation, rule, custom or special dis- 

. pensation; not those held by compulsion. 

f The Court has also indicated that hearings for the cancellation of an 

2 entry under the public land laws are held under compulsion of law. In 

? Cameron v. United States 252 U.S. 450, 460), it had this to say with 

‘ respect to mining claims: 

; Of course, the land department has no power to strike 

; down any claim arbitrarily, but so long as the legal title 

P remains in the Government it does have power, after proper 
notice and upon adequate hearing, to determine whether the 





claim is valid and, if it be found invalid, to declare it null and 
void. This is well illustrated in Orchard v. Alexander (157 
U. S. 372, 383), where in giving effect to a decision of the 
Secretary of the Interior canceling a preemption claim there- 
tofore passed to cash entry, but Sait vempahenied, this court 
said: ‘“The party who makes proofs, which are accepted by 
the lecal land officers, and pays his money for the land, has 
acquired an interest of which he cannot be arbitrarily dis- 
possessed. His interest is subject to state taxation. Carroll 
v. iy ke (3 How. 441); Witherspoon v. Duncan (4 Wall. 210). 
The Government holds the ety title in trust for him, and he 
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may not be dispossessed of his equitable rights without due 
process of law. Due process in such case implies notice and 
a hearing. But this does not require that the hearing must 
be in the courts, or forbid an inquiry and determination in 
the Land Department.”’ And to the same effect is Michigan 
Land & Lumber Co. v. Rust (168 U. S. 589, 593), where in 
giving effect to a decision of the Secretary canceling a swam 

land selection by the State of Michigan theretofore approved, 
but as yet unpatented, it was said: “It is, of course, not pre- 
tended that when an equitable title has passed the land 
department has power to arbitrarily destroy that equitable 
title. It has jurisdiction, however, after proper notice to 
the party claiming such equitable title, and upon a hearing, 
to determine the question whether or not such title has 
passed. Cornelius v. Kessel (128 U. S. 456); Orchard v. 
Alexander (157 U. S. 372, 383); Parsons v. Venzke (164 U. S. 
89). In other words, the power of the department to inquire 
into the extent and validity of the rights claimed against 


the Government does not cease until the legal title has 
passed.” 


Accordingly the Al Sarena proceedings were required by law to be 
determined after an opportunity for an agency hearing within the 
meaning of section 5 of the Administrative Procedure Act. 

The United States was a party to the Al Sarena proceedings. The 
Forest Service and its parent agency the Department of Agriculture 
had the sole duty of and responsibility for representing the United 
States in the proceedings. This is made clear by the regulations of 
the Department of the Interior which read as follows (vol. 43, Code 
of Federal Regulations) : 


Src. 205.6 Officers of Department of Agriculture who may 
file protests; notice to adverse party; hearing. A protest may be 
initiated against any claim, mineral, or nonmineral, em- 
bracing lands within national forests at any time prior to 
patent, by the solicitor or the regional attorney, Office of 
the Solicitor of the Department of Agriculture filing in the 
land office, in triplicate, a complaint signed by the Chief, 
Forest Service, or the regional forester, not under oath or 
corroborated, setting forth clearly and briefly the grounds of 
the protest. Upon receipt of such complaint the manager 
shall issue the notice required by section 221.5 of this 
chapter, accompanied by a copy of the complaint and arrange 
for hearing, if applied for, as provided in section 205.4. 

Ssc. 205.7 Officer to represent Government at hearing. In 
all hearings affecting lands or claims within a national forest 
the regional attorney, Office of the Solicitor, Department of 
Agriculture, will be entered of record as appearing in behalf 
of the Government, and will conduct the Government’s side 
of the case. 

Sec. 205.9 Notice to officers of Department of Agriculture 
of answers, appeals, motions, orders, and decisions. In all 
Government cases before managers involving lands or claims 
within a national forest, the regional attorney, Office of the 
Solicitor of the Department of Agriculture shall be served 
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with copies of all answers, appeals, motions, orders, and deci- 
sions required to be noted under the rules in cases of private 
contests. The proper officers of the Department of Agricul- 
ture shall have a right of appeal from any decision by the 
Bureau of Land Management and a right to take other like 
action in the same manner as a private contestant, and shall 
receive like notices of proceedings and decisions: Provided, 
however, That the Department of Agriculture shall not be 
required to take formal appeals from decisions of managers. 


Mr. Davis’ actions in the Al Sarena case violated sections 7 (c) and 
7 (d) of the Administrative Procedure Act as well as these Interior 
Department regulations. 


Section 7 (c) provides that— 


Every party shall have the right to present his case or defense 
by oral or documentary evidence, to submit rebuttal evi- 
dence, and to conduct such cross-examination as may be re- 
quired for a full and true disclosure of the facts. 


Section 7 (d) declares that— 
The transcript of testimony and exhibits, together with all 


papers and requests filed in the proceedings, shall constitute 
the exclusive record for decision, * * * 





1immPpacicce 


These clauses support the view that any party, whether an agency 
or a private person, is entitled to notice of the reception of evidence 
at any stage of the proceedings. Another provision which strengthens 
the same position is the stipulation in section 12 that— 


Except as otherwise required by law, all requirements or 
privileges relating to evidence or procedure shall apply equal- 
ly to agencies and persons. 


Obviously when Mr. Davis secretly procured and accepted without 
notice to the Forest Service the Mobile company’s report of assays, 
the United States, represented by the Forest Service and its counsel, 
had no opportunity to submit rebuttal evidence or to conduct any 
cross-examination. It is equally obvious that Mr. Davis went out- 
side the record to obtain this evidence when he arranged for the 
special procedure. 

Whether these violations of the act would result in a cancellation 
of the patents if actions were brought by the Government, must be 
decided by the courts. 


+ UNE TENTION? FSP BATTS CITA RE 


















THE 






CASE OF CAMERON VERSUS UNITED STATES-——-AN 
MISLEAD THE COMMITTEE 


ATTEMPT TO 





In his testimony before the committee, Mr. Davis stated that it 
was common practice in the Interior Department to refer matters 
before one agency to another for an analysis. He then reached back 
45 years to cite an alleged precedent for his action. He said: 


I am informed of one instance in which this very question 
of the amount of mineralization on mining claims was referred 
to the Geological Survey, in the leading case of U. S. v. 
Cameron involving mining claims on the Bright Angel Trail 
in the Grand Canyon. In that case the Secretary referred 
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the matter to the Geological Survey, and, I am informed, 
determined to follow the report of that agency, and was 
affirmed by the Supreme Court of the United States (cite). 


In this statement Mr. Davis clearly attempts to use the action of 
the Secretary of the Interior in the Cameron case as a precedent for 
his own action and implies that action such as his has been sanctioned 
by the Supreme Court. 

The fact is that the Cameron case stands for just the opposite of 
Mr. Davis’ actions in the Al Sarena case. Mr. Davis’ statement was 
a clever distortion. 

We merely need to let the Cameron case speak for itself. In its 
decision of November 29, 1911, in Grand Canyon Railway Co. v. 
Ralph H. Cameron, D-70 (the Cameron case), the Department stated: 


June 10, 1909, the Department entertained a motion for 
review of its unreported decision of February 11, 1909, in the 
above entitled cause. After the service of said motion, the 
Department, January 9, 1911, directed that an impartial and 
thorough field investigation of the four lode mining claims 
involved be made by a competent and experienced geologist 
of the Geological Survey, of which action both parties were 
advised. The report of the geologist has been received, and 
both parties have been afforded an opportunity to examine it. 
Counsel for the Grand Canyon Railway Co., the protestant, 
have filed a statement that no further argument on their 
part is necessary; while counsel for Cameron, the protestee, 
have filed a supplemental argument, in view of the report. 

* » * * * * * 

Taking up the report of the geologist, it is found that it 
clearly corroborates the Department’s above finding as to the 
Golden Eagle, Cape Horn, and Wizard lodes. As to the 
Magician claim, the report of the geologist clearly tends to 
show that there has been no discovery of a vein or lode, and, 
if accepted, would negative the testimony above outlined. 
While both parties have had access to this report, yet it is not 
under oath and there has been no opportunity for cross- 
examination. It should not therefore be taken as the basis 
of a final adjudication of the claimant’s rights under his 
alleged location. The matter is therefore remanded with in- 
structions that notice on such report, similar to notices 
issued on other field officers’ reports, to the effect that there 
has been no discovery of a vein or lode on the Magician 
location, be issued for service upon the claimant. Unless 
claimant file sworn denial and application for hearing within 
30 days from service of said notice, the location will be de- 
clared null and void. If he should file such denial and appli- 
cation for hearing, the Chief of Field Divisions should be 
notified thereof, and the same proceedings had as in those 
instituted upon reports of field officers. 


Thus, in the Cameron case (1) both parties were fully apprised of 
the new evidence; (2) the Department recognized that because such 
evidence was not taken under oath or subject to cross-examination, 
it should not be used as the basis for a final decision and (3) the 
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Department remanded the case in order to give the parties an opportu- 
nity to cross-examine the witnesses and to rebut the evidence. None 
of these was done in the Al Sarena proceedings. 


THE ALLEGED DELAY BY THE PREVIOUS ADMINISTRATION 


There have been attempts to justify Mr. Davis’ hasty actions in 
the Al Sarena matter because former Secretary Oscar L. Chapman 
and former Solicitor Mastin G. White took no action on the case 
between the time it was appealed to the Secretary, June 1, 1951, and 
the time they left office in January 1953. 

The reason for their not taking action is obvious. In a letter of 
October 9, 1952, Secretary Chapman stated: 


After the receipt of the appeal by the Solicitor, and while 
it was under consideration, the corporation instituted in the 
United States District Court for the Southern District of 
Alabama a suit against the United States and the Secretary 
of the Interior. As the suit involves the same subject matter 
as the appeal in the administrative proceedings, further con- 
sideration of the appeal has been postponed until after the 
final disposition of the litigation. The suit is still pending 
(cite). 


Of course if these officials had decided to grant patents they could 
have done so and rendered the court case moot, just as Mr. Davis 
did later. However, it was perfectly proper for them to delay final 
action on the patent applications until the court acted. 

Mr. Davis and his supporters attempt to blame Secretary Chap- 
man and Mr. White for delays in the court proceeding. 

Even without knowing the condition of the Alabama court’s 
docket, any lawyer knows that it is up to the plaintiff in an action 
(here the Al Sarena Mines, Inc.) to bring it to trial. Apparently 
Al Sarena Mines, Inc. preferred to keep the court action alive in the 
hope that there would be a change of administrations. 


THE SO-CALLED MISSING ASSAY REPORTS 


A great deal has been made of the fact that certain assay reports 
sent to mineral examiner Hattan by the McDonalds were not put 
in the case record. 

The case record properly should contain only the evidence presented 
ata hearing. The McDonalds walked out of the hearing and did not 
present any evidence. Mr. Hattan and Mr. Sanborn did testify as 
to their examination of the claims and the resulting assays. It would 
have been improper for these Government representatives to present 
the Al Sarena Co.’s assay reports since they had no knowledge of the 
circumstances under which those reports were collected and could not 
answer any questions on cross-examination about them. Such ma- 
terial would have been the rankest type of hearsay evidence insofar 
as Mr. Hattan and Mr. Sanborn were concerned. 

It should be noted, moreover, that Solicitor White offered the 
McDonalds a second opportunity to present all their evidence and 
witnesses in a regularly conducted hearing by the Bureau of Land 
Management. They refused this offer. 
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EVIDENCE REGARDING AMOUNTS INVESTED IN THE CLAIMS AND MINERALS 


REMOVED 


At the hearings much was said about the amount of money which 
had been alle me invested in the claims and about $35,000 of minerals 
said to have been removed. 

No witness before the committee could break down the investment 
to show whether all or any of it related to the 8 allowed claims or 
could testify whether any of the minerals came from the 8 allowed 
claims or the 15 disallowed claims. However, all maps submitted for 
the record show that the meager mining operations of Al Sarena Mines, 
Inc., were confined to 4 of the 8 uncontested claims. In any event we 
do know that the amount invested does not make the claims valid and 
that no minerals have been removed since 1943. The know figures on 
the minerals removed are included in the statement of basic facts. 

Mr. Davis, however, testified as follows: 


Mr. Cosurn. In reciting to the committee what the 
McDonalds told you during this hours’ conference, I noticed 
that they told you that there was invested about $200,000 in 
the development of this mining property. Does that state- 
ment necessarily mean that the McDonalds themselves had 
invested $200,000 of their own money in this property? 

Mr. Davis. No, I think not. 

Mr. Cosurn. This is the accumulative investment from 
1897 to that time? 

Mr. Davis. I think that’s right, yes. 

Mr. Cosurn. The statement says, “that they had well 
over a mile of tunnels in the mountain.” Does that neces- 
sarily mean that they, themselves, constructed those tunnels? 

Mr. Davis. They hadn’t constructed them, Mr. Coburn. 
As you know, this was an old mine on which work had been 
done for 50 years or better. 

Mr. Cosurn. But the inference here is that they had con- 
er these tunnels and I wanted to clear that up for the 
record. 


Mr. Davis. You are perfectly right about it. 


THE EFFECT OF THE BUREAU OF LAND MANAGEMENT DECISION 


The Bureau of Land Management decision (see hearings, appendix, 
p. 856 et seq.) which was overruled by Mr. Davis did not deprive the 
Al Sarena Mines, Inc., of the mining claims. It merely held that 
there had not been a sufficient showmg of mineralization to warrant 
the issuance of patents. 

The Bureau decision would have left the company in possession of 
the claims with a full right to explore them further, to remove any 
amount of minerals from them, to transfer title to them, and to use the 
timber on the claims for mining purposes. Until a patent was issued, 
however, the company had no right to cut or sell the timber for a profit. 

Subsequent events, i. e., the fact that no mining operations have been 
undertaken but that extensive timber cutting has occurred, raise a 
—e as to whether or not these claims were patented in good faith. 

f this is the case, the patents may be subject to cancellation. (See 
U.S. v. Lavenson, District Court, Weshington, 1913, 206 Fed. 755.) 
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THE EFFECT OF PUBLIC LAW 167 (84TH CONG.) (80 U. S. C., SEC. 612) 


The mining law of 1872 (act May 10, 1872, ch. 152, sec. 3, 17 Stat. 
91) gave to locators of mining claims on the public domain possessory 
title and the exclusive right of “possession and enjoyment”’ of all the 
surface resources included within the boundaries of their claims. This 
possessory interest has been held to be a present and exclusive property 
right of the claimant (Wilbur v. U.S. ex rel. Krushnic, 50 8S. Ct. 103, 
280 U.S. 306; cases cited note 61, 30 U.S. C. A. 26.) Such possession 

ave the mining claimant the right to mine, mill, and sell the minerals 

ut it conferred no right to remove and sell timber or otherwise make 
use of the surface except as might be necessary for the claimant’s min- 
ing purposes (Teller v. U. S., 113 F. 273, 280, 51 C. C. A. 230). 

The mining laws were amended in 1955 (Public Law 167, 84th Cong., 
Ist sess., found at 30 U.S. C. A. 612) to provide that, prior to issuance 
of mining patent, rights of the mining claimant to the surface resources 
of the claim shall be subject to the right of the United States to manage 
and dispose of the surface resources. Section 612 (c) provides that no 
claimant of any mining claim shall, prior to issuance of patent, sever 
or remove the surface resources, including timber, except for use in the 
claimant’s prospecting, mining, or processing operations. It will be 
noted that this amendment to the mining laws does not apply to the 
surface resources of a mining location after it has been patented. 





NO LEGAL COMPULSION TO ISSUE THE PATENT 


The assertion has been repeatedly made that when Mr. Davis 
determined a valid discovery of minerals had been made on the 
claims, he was legally compelled to issue the patent. 

The argument begs the issues in the case. It presupposes that Mr. 
Davis’ determination was made properly and legally after proper 
notice to the parties, after full and open hearings, and after judiciously 
weighing all the evidence in the record. This he did not do. 

Mr. Davis’ decision was made after he deliberately decided to cast 
out and disregard all of the Forest Service evidence; after he made and 
carried out unprecedented arrangements to receive into evidence, 
without any notice of any kind to the other party, material gathered 
in cooperation with one party and assayed by a remote and relatively 
inexperienced laboratory of that party’s choice; and after he asked for 
and received advice over the telephone from a Bureau of Mines em- 
ployee inexperienced in mining patent contest cases. All this was 
done in violation of the Administrative Procedure Act and certainly in 
violation of all basic concepts of proper administrative and judicial 
procedure. 

Had there been a determination that a valid discovery had been 
made, based on a careful weighing of evidence properly put in the 
record subject to rebuttal and cross-examination, the granting of 
patents would have been proper. However, no such quasi-judicial 
determination occurred in the one-sided way in which the Al Sarena 
case was processed and decided. 
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Casres ON CANCELLATION OF PATENT 


1. A patent for mineral land may be annulled if the holder failed to 
comply with the law in the matter of expenditures (South End Min. 
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Co. v. Tinney, 1894, 35 p. 89, 22 Nev. 19, affirmed, 1894, 38 p. 401, 22 
Nev. 221). 

2. United States may be entitled to the cancellation of a patent for 
mining claims within a forest reservation, issued after the filing of a 
protest by the forester, on the ground that the failure to consider 
said protest was through either inadvertence or a mistake of law 
(U. S. v. Lavenson, District Court, Washington, 1913, 206 F. 755). 

3. A patent to a mining claim secured by fraudulent practices, 
although not void or subject to collateral attack, is cmadiiieel void- 
able and may be annulled by the United States Government against 
the patentee or a purchaser with notice of the fraud (Diamond Coal Co 
v. U. S., Wyoming, 1914, 34 S. Ct. 507, 233 U.S. 236, 239. 
cases cited note 313, 30 U.S. C. A. 29). 

4. It is a fraud on the Government when a claimant obtains a 
patent on representations that the land described is valuable for its 
mineral deposits and that the purpose of obtaining the patent is 
because of such mineral deposits, when in fact the land is not valuable 
for such deposits and is in fact not desired by the patentee for that 


purpose, but for other and different purposes (U. S. v. Lavenson, 
supra). 


See also 
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MINORITY REPORT 


Tue Au SarenA Case 
INTRODUCTION 


Perhaps no other matter coming before Congress and the executive 
departments in recent years has aroused such controversy and 
widespread popular misconception as that stirred by the Al Sarena 
ease. From innocent beginnings the case has been adroitly manipu- 
lated into a giveaway cause célébre. 

When the emotionalism, the unwarranted accusations, the dis- 
tortions of fact and the inverted logic of the perpetrators of this attack 
are stripped away the case remains—as it was at the outset—a question 
of law. 

The mining law is clear. A miner with a valid mining claim con- 
taining mineral deposits is entitled to a patent. It is that simple. 
The questions involved here were not political and they were not 
discretionary with the Secretary or the Solicitor. They were questions 
of fact and questions of law. 

The value of timber on the land has never entered into consideration 
in the granting of mining patents. There was not one word in the 
mining law which referred to timber. 

At the time of the first filings on the Al Sarena claims, timber 
was being cut in Oregon to prepare the land for cultivation. In the 
1930’s when the McDonalds were filing additional claims there were 
hundreds of tax foreclosures on timberland in Oregon at from $2 to $5 
per acre (hearings, p. 533). If the claimants’ objective were to secure 
timber they could have purchased 20 to 25 times as much timber for 
the money that was merely invested in the claims and in the pilot mill. 

The charge that the claims were filed originally as a subterfuge for 
securing the timber is not supported by any evidence and, in fact, is 
insupportable. 

Objections which have been made against the Al Sarena decision 
could be valid onty as they were directed against the law. The 
Department’s accusers in this case have stubbornly refused to recog- 
nize the legal duty of its officials when confronted with the McDonald 
claims; indeed, they have brazenly stated that some other decision 
should have been made in disregard of the law. 

To meet its obligations as delegated by Congress, the Department 
had no alternative but to comply with the law. Any other course 
would mean government by administrative decree—government by 
men as contrasted with government by law. 


SUMMARY OF LAW 


The mining laws of 1872, under which these claims were filed, pro- 
vide that if a miner stakes his claim, files on it, does $500 worth of 
improvements and makes a valid discovery of minerals he is entitled 

34 








THE AL SARENA CASE 35 


to a patent from the Government, including ownership of both the 
surface and the minerals. The Supreme Court has ruled that the 
discovery requirement is met if the mineral showing would justify a 
reasonably prudent miner spending further time, money and effort in 
the reasonable expectation of developing a paying mine. 

Commercial or profitable operation (at the time of application for 
patent) is not required. Thousands of mining claims have been law- 
fully patented with absolutely no history of production. 

The National Forest Act of 1897 specifically authorizes the location 
of mining claims in national forests. This provision has not been 
amended since 1912. 


GEOGRAPHY AND GEOLOGY OF THE CLAIMS 


The Al Sarena case involves 23 mining claims located in a moun- 
tainous area near Elk Creek, a tributary of the Rogue River, about 
50 miles north and east of the city of Medford, Oreg. The geology 
indicates that the mineral formation is the result of a volcanic intru- 
sion pushed up into the surrounding country rock. The ore is not 
confined to any one vein, vault, fissure, or zone but it is disseminated 
through a dome-shaped mass estimated to contain in excess of 150 
million tons of ore. There is gold, silver, some lead, some zinc, and 
probably a variety of other minerals in the claims (hearings, pp. 533, 
541, 715, and other places). 


HISTORY OF LOCATION OF CLAIMS 


The first 10 of the claims in question were filed in 1897. During 
the years that followed, additional claims were located by different 
individuals. The mining property later became known as Buzzard’s 
Mine and the claim owners extracted and processed ores of gold, 
silver, lead, and zine. 

In the early 1930's, the United States Geological Survev made a 
study of the area and included a report in United States Geological 
Survey Bulletin No. 893 published in 1938. This bulletin reported 
the extent of the tunnels, cuts, openings and work done on the claims. 
It is estimated that up to 1949 $30,000 to $40,000 in gold had been 
taken from the mining claims. United States Geological Survey 
Bulletin 893, plate 3, shows an excellent example of dendritic gold 
taken from the mine. 


FORMATION OF AL SARENA MINES, INC. 


In 1935 Dr. H. P. McDonald, Sr., and family decided to consolidate 
their holdings and bring together other claims in the area and form a 
company to be known as Al Sarena Mines, Inc. The corporation was 
organized under the laws of the State of Oregon, and secured owner- 
ship of 21 claims, 10 of which were purchased from the Pearl Mines 
Co. Apparently mineralization of the area was evident to other 
mining companies before Al Sarena. In 1939 the corporation located 
2 additional claims bringing the total to 23 claims. 

The corporation engaged mining engineers and consultants to 
examine the property and report on the geology, mineralization, 


potential profitable production and recommend action for the develop- 
ment of the claims. 
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Pursuant to such recommendations, the corporation had built, by 
1939, a pilot mill of a 100 tons per day capacity. Provisions were 
made for processing crushed ores by floating, gravity concentration, 
and cyanide treatment for recovery of mineral values in gold, silver, 
lead and zine. This pilot operation was necessary to determine the 
most feasible method of development and extraction of minerals 
having large-scale low-grade operation on a profitable basis. 

During the years up to 1939 development of the claims and pilot- 
mill operations were continued. Mining specialists and consultants 
were called upon for expert advice and checked the findings of the 
corporation during these operations. It was during this period of 
development that the last two claims were located on the fringe of the 
ore deposit. 

Building toward a mining enterprise on the property has been exten- 
sive and over a mile of tunnels and underground workings has been 
constructed through the mountain and in addition to the pilot mill 
there are bunkhouses, an assay laboratory, a messhall, a tool shed, 
access roads, diesel-electric power facilities and other improvements. 
Total cost of this work is sdaoad at between $100,000 and $200,000. 

The majority endeavors to raise a question over the matter of the 
legally required assessment work on some of the mining claims. Any 
casual reading of the laws and regulations will show that while the 
mineral applicant must meet the expenditures stated in the law, the 
applicant himself does not make the determination of this matter as 
it applies to his application. The determination rests with the sole 
discretion of the United States cadastral engineer, an employee of the 
Department of the Interior, who make the determination on the basis 
of the bonded United States mineral surveyor’s field notes and reports 
which must accompany the patent application. Such a certification 
by the United States cadastral engineer was made in this case and is 
shown on page 830 of the hearing record. 

The majority attempts to leave the impression that the minimum 
amount of $500 in assessment work must be done on each individual 
claim. This impression is incorrect because the law and regulations 
provide that the claimant must file a ‘certificate of the office cadastral 
engineer that not less than $500 worth of labor has been expended or 
improvements made, by the applicant or his grantors, upon each loca- 
tion embraced in the application, or if the application embraces sev- 
eral contiguous locations held in common, that an amount equal to 
$500 for each location has been so expended upon, and for the benefit 
of, the entire group;’’ 43 Code of Federal Regulations 185.42. In this 
case the value of the improvements substantially exceeds the amount 
required. 

In 1939, a Texas group became interested in the property and nego- 
tiated a contract giving them full right of operation and development 
of the claims looking toward the ultimate purchase of the property. 
The Texas group organized a new corporation called Al Sarena Mining 
Co., a Delaware corporation. Neither the Al Sarena Mines, Inc., nor 
any of its stockholders held any interest in the Al Sarena Mining Co. 

The Texas group employed its own mining engineer counsel, a resi- 
dent mining engineer, and proceeded with the operation and develop- 
ment of the property. With the approach of the defense preparation 
for World War II, the Texas group defaulted on its contract and the 


property control and management reverted to the Oregon corporation 
Al Sarena Mines, Inc. 
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Development activity and production in the pilot mill continued 
into the war period until it was closed because of shortage of labor 
and materials.'. Records show a total payroll of $47,000 during the 
period of years immediately prior to closing of operations in 1943. 

Sons of Dr. H. P. McDonald, namely Dr. H. P. McDonald, Jr., 
and Charles R. McDonald had assumed the burden of actual opera- 
tions at the mine, Charles R. McDonald having become a registered 
engineer licensed in the State of Alabama. He now entered service 
with the Navy. During the war years development work was con- 
tinued on a reduced scale because of wartime restrictions on labor 
and materials. 

With the conclusion of the war, after gross expenditures on the 
claims since 1897 had exceeded $200,000, the owners had sufficient 
data to justify large investment for installation of high-tonnage 
capacity milling machinery and considered it desirable to secure 
patents on the claims. To make possible the profitable processing of 
the 150-million-ton ore deposit, plans involved the conversion from 
the small pilot hand mining operation to a highly mechanized, large 
tonnage, mining and processing plant. It was discovered that to 
finance the further engineering development and to purchase and 
install equipment costing in excess of $1 million, it was necessary to 
patent the claims if financing were to be secured. 

After Charles R. McDonald was honorably discharged from his 
Navy service, he and Dr. H. P. McDonald, Jr., acting for the corpora- 
tion took steps toward preparing the patent application. As required 
under law, the corporation engaged a United States mineral surveyor, 
who is under bond to the Government, to make the necessary examina- 
tion of the property and prepare the required plat and field notes for 
filing in connection with mineral application for patent. This surveyor 
spent 3 months on the property. 


MINING ENGINEERS AND CONSULTANTS 


Mining engineers and consultants on whose recommendations this 
action was taken include Dr. Milnor Roberts, the dean of the College 
of Mines, University of Washington; D. N. Vendensky, then with 
Pan-American Engineering Corp., Berkeley, Calif.; Otto Ellerman, 
with the R. A. Perez Co., Los Angeles, Calif.; Harry B. Henderson, 
member, American Institute of Mining and Metallurgical Engineers, 
bachelor of science degree University of California, and master of 
science degree in metallurgical engineering, Montana School of Mines; 
D. Ford McCormick, member, Institute of Mining and Metallurgical 
Engineers, chemical engineering degree, University of Texas, bachelor 
of mining degree, Colorado School of Mines, experienced in important 
mining developments not only in the United States but elsewhere in 
this hemisphere; George P. Sopp, bachelors and masters degrees in 
mining engineering and geology, Colorado School of Mines and 
University of Arizona, formerly with the United States Geological 
Survey, Col. J. E. Morrison, mining geologist, graduate of Colorado 
School of Mines, former field geologist, Oregon Department of Geology 
and Mineral Industries. 

Other mining engineers who later expressed favorable opinions 
concerning the mineralization of the claims and whose statements 


to and all similar mining operations were forced to discontinue under War Production Order No. 


WIN LHOUL UI miivilturas Giese whaems 











u 
& 
a 
& 
g 
2 
a 
¢ 
pe 
$ 
a 
a 
c 
i 
= 
3 


38 THE AL SARENA CASE 


appear in the appendix to this report include F. W. Libbey; Alan 
Kissock; and G. Cleveland Taylor. 


SUMMARY OF FACTS 


On October 1, 1948, the McDonalds, for the Al Sarena Mines, Inc., 
filed application for patent on the 23 claims. Thereafter, the appli- 
cation was routinely reviewed and processed under provisions of law: 
publication of notice was made; final proofs filed; demand to Al 
Sarena Mines, Inc., for payment of gross statutory price of $2,375 
(hearings, pp. 545, 848) for the lands was made by the Bureau of 
Land Management; payment was made and receipt was issued, 
without limitation or reservations, by Bureau of Land Management 
acknowledging purchase; and the final certificate for mineral entry 
was issued as of April 6, 1949 (hearings, p. 536). Later the lands 
were placed on the taxrolls of Jackson County, Oreg., for assessment 
of tax against Al Sarena Mines, Inc. A period of nearly 5 years 
lapsed from date of the final certificate before final decision was made 
on issuance of the patent. 

On April 14, 1949, the acting regional administrator of the Bureau 
of Land Management informed the applicant that notice from the 
Forest Service to him, dated December 15, 1948, had been made 
requesting mineral examination of the claims (hearings, p. 536). 
Conflicting evidence (hearings, pp. 535, 729) in the file shows that such 
request was not made by the Darest Service until just prior (March 
17, 1949) to the April 14, 1949, date of the Bureau letter. This shows 
that the request for examination came at the instigation of the Bureau 
of Land Management mineral examiner who was thereafter assigned 
the job of making the examination for the Forest Service. On the 
basis of what the record has proven to be inconclusive and careless 
mineral examination, this same Bureau of Land Management examiner 
urged the Forest Service to contest the issuance of patent to 15 of the 
23 claims. 

It is significant that the Forest Service conceded mineral deposits 
in the mountain where the claims were located by agreeing that patents 
should be issued on 8 of the 23 claims. Very significant was the fact 
that 2 of the 8 claims were the very last claims filed on in 1939. The 
mineral values assigned to 1 of these 2 claims by the Forest Service 
was nearly double that shown by the applicants in their own assay 
statement and exceeded the values shown by the applicants on 17 
of the 23 claims. 

Understandably, the majority has avoided any reference to the 
assays on the eight noncontested claims. Yet, in the first Hattan 
sampling, these noncontested claims showed the same traces of value 
common to the other claims sampled by Mr. Hattan. In the second 
Hattan sampling two of the claims showed patentable values, but 
no new samples were taken as to the other noncontested claims. 

The no-contest decision of Mr. Hattan and the Forest Service was 
based on trace showings on the surface only, coupled with high assay 
reports for three random-picked Al Sarena pulps taken from under- 
ground cuts within the mine. 

By the most conservative estimate $40,000 worth of traces have 
been removed from the exploratory tunnels and shafts under 6 of the 
noncontested claims—claims which show only traces on the surface 
as do all of the contested claims. 
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In other words, it would be reasonable to conclude that, in this 
articular disseminated deposit, wherever traces outcrop on the sur- 
ace, there are good values underground. 

The matter came on for hearing before a land office manager of 
the Bureau of Land Management in September 1950. The principal 
witness at the hearing was the employee of the Bureau of Land 
Management who had instigated the charges. At the hearing, a 
difference arose as to the procedure to follow and the mining claimants 
were advised by their counsel to quit the hearings and to appeal on a 
procedural point. 

Nevertheless, the hearings were continued by the land office. 
Witnesses who appeared without cross-examination were Messrs. 
Hattan, of the Bureau of Land Management, and Sanborn and 
Leavengood, of the Forest Service. Hattan testified that he was 
suspicious of the results of his first sample assays. 


Mr. Harran. Because of these low results I was a little 
perturbed about the assays and wondered whether I had 
made a mistake, whether the watchman who was at the mine 
may have pointed out the wrong places or possibly the 
assayer could be in error. * * *” (hearings, p. 30). 


Hattan had reason to doubt the results. First, he chose a small 
laboratory which was not listed as a reliable and capable assay firm. 
Second, his samples and assays showed no value on any of the claims 
examined, even including the old claims which had producing history 
and were known and recognized generally as mineralized. If his 
method of sampling or the assaying was such as to fail to show mineral 
values on these claims, it was obvious that no credence should be 
placed in the results. 

The second mineral examination for the Forest Service was made 
by Hattan and Sanborn jointly. Samples were taken from only 17 
of the 23 claims. The record reveals that the samples from this 
examination were carelessly handled, lost for a while, and as of the 
date of the Portland hearing, November 27, 1955, it was still not 
known who had custody of them. 

Congressman Chudoff, the chairman of the House subcommittee 
recognized that this examination and report was without probative 
value as indicated by his following statement: 


But you did not keep possession of them. I am not saying 
it happened, but if somebody wanted to they could dump 
something out and put in something else. It would not be 
considered good business, in my opinion, not to do something 
that would keep it from being substituted * * * (hearings, 
p. 105). 


However, the majority report sees fit to ignore the damaging nature of 
this fact. Even though Hattan or Sanborn or both, in testifying for 
the Forest Service contest, knew that they could not swear as to the 
integrity of the second samples and assays, they nevertheless presented 
the report of the examination as oredinke evidence without mention of 
this fatal defect and the hearing examiner failed to question the 
validity of the evidence and admitted it into the record. 

The third Forest Service examination was conducted by Hattan. 
The hearing examiner accepted his testimony for the record on the 
basis of hearsay evidence concerning the assay reports. Hattan had 
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neither a certified copy of any assay report nor had he even seen such 
a oo emp at the time of his testimony. 

This third sampling of the claims was on only 6 of the 23 claims. A 
Government witness testified at the committee hearings that to his 
aoa knowledge and experience the assay examinations by the 
aboratory, used in this instance, were unreliable. 


Mr. Repwine. What is the reputation of the Bureau of 
Mines Laboratory at Albany? 

Mr. Appiine. Am I under oath? 

Mr. Repwine. Yes, sir. 

Mr. Appiina. The assay laboratory? 

Mr. Repwine. Yes, sir. 

Mr. Appiine. Very poor. I would please like the record 
to read that that is under oath. 

Mr. Repwine. What is wrong with this assay laboratory? 

Mr. Appiine. I have a number of cases in the file where the 
assays were entirely incorrect by comparison with check 
samples (hearings, p. 117). 


Mr. Leavengood testified that in 1950 the value of the timber on 
the contested claims was $77,000. This is the only timber valuation 
which appears in the entire administrative record. This statement 
remained in the record despite the ruling of the hearing examiner that 
such testimony was irrelevant and improper under the law and regula- 
tions (hearings, p. 148). 

Since the land office manager’s impartiality had been questioned, 
he, after the hearing, submitted the record to Washington for decision. 
After considering the record for more than a month, the Director of 
the Bureau of Land Management returned it to the manager for his 
decision and directed that the claimants be given the right of appeal. 

In December, 1950, the manager’s decision was rendered against 
the applicants and was sustained in April 1951 by the Assistant 
Director of the Bureau of Land Management. 

The matter was then appealed by the claimants to the Secretary 
of the Interior where it rested until 1953. During this period, the 
claims were neither denied nor allowed by the then Secretary Chapman 
or Solicitor White. No action was taken by the Department. The 
claimants, however, attempted to compel a decision and filed suit 
against Secretary Chapman in Federal district court in July 1951. 
Thereafter, in the words of Solicitor White, the case was kept “‘on ice” 
(hearings, p. 555). 


DUnrPCTTY OL RAICLITAN | IRRARIFS . 


THE HEROISM OF DELAY 





Despite the misleading overtones of the majority report, the under- 
signed have seen a certain amount of humor in the statement that Sec- 
retary Chapman and his Solicitor “steadfastly refused” to issue the 
patents. Their steadfast refusal amounted to mere administrative 
delay and inaction for 18 months. 

The court’s lack of jurisdiction in the Alabama lawsuit was obvious. 
The Interior Department could have obtained dismissal of that 
action by simply filing a motion to dismiss. We can only conclude 
that the former administration found it expedient not to decide 
the case. 

If the “proper” decision was so obvious as the majority report 
contends, and if there was as little merit in the applications for patent 
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as the majority report would lead the public to believe, the question 
naturally follows, Why did not Secretary Chapman or his Solicitor 
render a decision denying the application? 

It may or may not t ertinent, but it is worthy of consideration 
that this was the period during which the claimants were considerin 
retaining as an attorney Mr. George Rock, Democratic nationa 
committeeman, from Denver, Colo., a personal friend of Secretary 
Chapman, who advised the claimants on September 9, 1952, that he 
had discussed the matter with Secretary Chapman (hearings, p. 440) 
and later on November 22, wrote them: 


Denver, Coro., November 22, 1952. 
Dr. H. P. McDona.p, Jr., 


Al Serena Mines, Inc., Mobile, Ala. 


Dear Dr. McDonatp: Several conferences have been held with 
officials of the DepartmentYof the Interior and my associates in 
Washington concerning the issuing of patents on your mining claims. 
The following report and recommendations are given to you as a 
result of these conferences: 

Nothing can be done about the matter as long as the suit filed by 
your company in the United States district court in Alabama is 
pending. It is the policy of the Department of the Interior to hold 
in abeyance any administrative proceedings as long as court action is 
pending. 

There is some doubt as to the validity of the suit that has been 
filed. There is a question as to whether or not a suit can be main- 
tained against the Secretary of the Interior outside of Washington 
and there is also a question as to whether or not you have obtained 
valid service of the summons. 

It is my opinion that the suit should be dismissed and it will then 
be possible to reopen administrative proceedings in Washington. 
Dismissal of the present suit will in no way prejudice your rights, as a 
suit can be dismissed without prejudice and a new suit filed at any 
time. 

My associates in Washington, the law firm of ;Hudson, Grenke & 
Lipscomb, will arrange for a hearing in Washington, and are willing 
to represent your firm at the hearings. I will also be available to 
assist, and have reason to believe that we can obtain a favorable decision. 
[Italic supplied.] 

The fee for this service will be $10,000, of which $2,000 is payable 
in advance as a retainer fee and to cover expenses. The remainder 
of $8,000 will be due and payable only if a favorable finding is ob- 
tained. In other words, the last $8,000 of the fee will be on a strictly 
contingent basis. 

With very best personal wishes, I am, 

Very truly yours, 


GeorGce F. Rock. 
(Hearings, pp. 441-442.) 


This was during the period of “‘steadfast refusal’’. 


HASTE IN ACTION 


_ The majority endeavors to make much of what it calls hasty action 
in this case. By comparison with the complete stall in action under 
Secretary Chapman in the previous administration, such might be 
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the appearance. The fact is that from the date the new administration 
assumed office until the date of issuance of patent, a period of more 
than 1 year elapsed. The testimony of Under Secretary Davis, then 
Solicitor for the Department, clearly shows that the action was 
deliberate in character. The case was carefully reviewed to make 
such determinations of fact as were possible on the record, determining 
the issue to be settled and then proceeding in a careful manner to 
make a final determination as to the credibility of the evidence before 
him as a basis for final decision. After the decision had been made 
and the Solicitor’s opinion issued, the patent was withheld for a 
period of more than 30 days during which time any further questions 
and issues might have been considered prior to the signing of the 
patent papers. 
THE SITUATION IN 1953 


When Clarence A. Davis became Solicitor of the Department of the 
Interior in 1953 he found that 278 cases were pending in his public 
land appeal section. Several cases were pointed out to kim as trouble- 
some ones. The Al Sarena case was among these. It might be ob- 
served in passing, that if the matter was as cut-and-dried as the 
majority pretends, we cannot understand why Solicitor White’s staff 
should have regarded it as troublesome. 

The McDonalds having failed to get a decision and undoubtedly 
wearied of the continued stalling appealed to Congressman Ellsworth 
to urge some definite action on the part of the Department. 

Congressman Ellsworth contacted various engineers and satisfied 
himself that the claims were bona fide. He quite properly made an 
appointment for his constituent with Solicitor Davis. At the inter- 
view the claimants outlined the history of their claims and the pro- 
ceedings before the Department to that date. They were particularly 
disturbed over the prejudice which they alleged to exist in the Portland 
office of the Bureau of Land Management on the part of both Mineral 
Examiner Hattan and Land Office Manager Rice, who would be the 
hearing judge if the case were remanded to the field. 

As of February 1953, the record and the hearings indicated these 
background facts as to mineralization: 

1. The three mineralization examinations were incomplete; at no 
time were samples taken and assays made from all 23 claims. 

2. The examiner himself was suspicious of the accuracy of the first 
assay reports received from an unrecognized laboratory and that is 
why he took a second batch of samples. He was quite properly sus- 
picious because his assay reports showed no values on any of the 
claims and were at variance with the Geological Survey in its Bulletin 
893 which disclosed mineralization on at least some of the claims. 

3. The second group of assay reports covered only 17 of the 23 
claims but they were unreliable as testimony because they were care- 
lessly handled, lost, and were out of custody of the examiners and in the 
words of Congressman Chudoff could have been “‘substituted.”’ 

4. Evidently the examiner still doubted his findings since he took 
a third sampling. However, on the third try he only sampled 6 of the 
23 claims and the evidence disclosed that the laboratory making the 
assays, as shown by testimony was unreliable (hearings, p. 117). 

5. At the conclusion of three examinations the Forest Service 
mineral examiners had not cut samples and secured assay reports 
which would meet the most elementary tests of eviderce. 
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6. From the three mineral examinations, the Forest Service ex- 
aminers showed adequate mineral values in their samples and assays 
on only 2 of the 23 claims. These two claims were the last ones filed 
by the Al Sarena Mines, Inc., in 1939 and were outlying claims on the 
edge of the ore body. 

7. At no time did the Forest Service examiner’s samples, cut and 
assayed from the old claims, known to be mineralized, show any 
mineral values. 

8. The examiners accepted from the applicant his records of assay 
values on three claims and secured pulps, made several years prior to 
the date of patent application, from the company files for assay check. 

9. Notwithstanding these facts, the Forest Service examiner clear- 
listed (approved) a total of 8 cliams, of which 6 were in defiance of and 
contrary to his own findings. 

10. The application for patent, sworn to under oath, carried as an 
exhibit the clamants report showing adequate mineralization on all 
23 claims. 

11. The applicant submitted a second set of assay reports on sam- 
ples to be included with the Forest Service report. This report was 
suppressed and was never made a part of the record by the mineral 
examiners. 

12. The mineral examiner, by his action, acknowledged that the 
mineralization evidence of the applicant had more credibility than the 
examiners’, where plausibility of the Forest Service reports made 
untenable the denial of mineralization. 

13. The Forest Service examiner knew that the mineral deposit was 
an extensive one. In his report to the regional director of the Forest 
Service he said, as follows (hearings p. 151): 


From an examination of the present underground develop- 
ment, and the various surface openings and rock outcrops, 
there appears to be a dome-shaped central mass, roughly 
4,000 feet in diameter which consists of volcanic breccias and 
rhyolite. Much of this mass of rocks is altered and bleached 
and pyritized. Some of it, especially in the vicinity of the 
main vein, consists of lead and zine sulfide mineralization. 
These sulfides seem to be the carrier minerals for gold and 
silver which are the principal values (hearings, p. 151). 


* * * * * 


The indications are that the central mass is all mineralized 
to some extent, and if the prospective parallel shear and 
mineralization zones should prove to be extensive in length 
and depth, the possibilities are good that the whole mass 
could be developed, mined, and milled at a profit by low-cost, 
large-scale mining methods. The topography is such that 
any one of these methods might be employed, e. i., glory 
holing, shrinkage system, and open-pit mining (hearings, 
pp. 19, 153). 


14. The Forest Service mineral examiner recognized that the present 


100-ton mill was only a pilot mill and not a large-scale, low-grade 


commercial mining operation. He said in his report to the regional 
forester: 


The pilot mill was constructed to determine if the ores 
could be concentrated, but no information was available 
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which would show the minimum grade of material which 


could be mined, concentrated, and sold at a profit (hearings, 
p. 153). 


15. The Forest Service examiner’s findings of mineral values per 
ton were higher than those cited by him in an example of profitable 
large-scale, low-grade mining operations. On page 19 of his report 
to the regional forester he comments: 


Of the mining methods mentioned above, the central mass, 
being a low-grade proposition with suitable topography, 
could probably best be mined by the block caving method. 
In any event, this method is the cheapest yet devised for 
large-scale, low-grade deposits. It is roughly estimated that 
the cost of mining with this method under average conditions 
would be about $0.70 per ton at the mill. The Alaska- 
Juneau Gold Mining Co. was, between 1934-37, one of the 
low-cost producers in the large-scale mining of low-grade 
gold ores. The mining methods used in this mine was a 
combination of caving and shrinkage. The cost of mining 
and milling over 12 million tons during those 4 years was: 
mining, $0.44 per ton; milling, $0.29 per ton; other operating, 
$0.07 per ton; total cost, $0.80 per ton. 


As Mr. Davis stated, three alternatives were open to him. His first 
alternative was to remand the case. Whether or not prejudice did 
exist on the part of the land office manager, the chief witness and other 
Bureau personnel was beside the point. The point was that there 
had been a long and bitter fight because the claimants believed such 
a prejudice to exist, and a remand would promise a long continuation 
of that fight. 

Secondly, he could deny the patents on the incomplete record before 
him, but this would call for a questionable finding of fact as to min- 
eralization, and that was the very point which had made this a 
troublesome case to the previous Solicitor. Also, the claimants could 
not attack that finding of fact in the courts. While this solution 
would be within his power, it did not afford substantial justice. 

The third alternative was to determine mineralization or lack of 
mineralization by an independent examination of the claims. This 
was clearly within his power and authority. He selected the United 
States Bureau of Mines as the agency to procure the additional 
information. 

His detailed testimony in the record indicates the careful procedure 
outlined and followed. In substance, the expert services of the Bureau 
of Mines were called upon to make new samples with a registered min- 
ing engineer observer present representing the applicants. A well- 
qualified Bureau of Mines employee with two assistants cut the 
samples, prepared them, sealed the sample splits in envelopes identified 
as to claims and locations and kept careful custody of the samples 
until they were placed in the hands of a common carrier for transmis- 
sion to a class A commercial laboratory. The point of each sample 
taking was surveyed, the channel cuts of the samples were photo- 
graphed, 2 of the 4 splits from each sample were panned on the spot 
and mineralization color shown in each pan. The panning demon- 
strated at the point of cutting the existence of mineralization and 
the later laboratory assay reports established the mineral values 
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present in the samples. From 5 to 7 witnesses were present at all 
times during the sample cutting, sample preparation, panning of the 
splits and sealing of the other splits in envelopes. All envelopes were 
carefully identified to relate to the particular claim and channel cut. 

The allegation that official instructions permitted the contestee to 
insist upon an assay company of its own choice, is clearly contrary to 
the testimony of the record. It is true that repeated efforts were 
made to put such words into the mouths of witnesses but each witness 
forthrightly indicated such statements or implications were untrue. 
The record shows that three assay companies were discussed between 
the representatives of the Bureau of Mines and the contestees. The 
latter had in the past used all 3 of these assay houses as the record 
indicates; certified assay reports from each of the 3 assay laboratories 
were submitted in the supplementary sampling—reports of which were 
furnished to Forest Service Examiner Hattan. The testimony in the 
record shows that the contestee expressed a preference for the A. W. 
Williams Inspection Co., and that after careful check by the Bureau 
of Mines the Williams Co. was found to be of good standing and 
competence and was approved by the Bureau of Mines. 

Reports as to the procedure followed were transmitted by the Bu- 
reau of Mines examiner through channels to the Department. A 
separate report was prepared by the registered, professional engineer. 
After the laboratory completed the assays, certified copies of the report 
were transmitted to the Office of the Solicitor. Despite repeated 
innuendo, inferences, and attacks upon the assay laboratory’s equip- 
ment and methods and after months of investigation by majority 
staff members and voluminous testimony, not one shred of evidence 
worthy of the name has been produced to question the integrity of the 
assay work or the accuracy of the certified assay report. 

The final conclusive mineral examination showed values on the 15 
contested claims in excess of this minimum previously acknowledged 
and approved by both the Forest Service and the Bureau of Land 
Management. 

With this conclusive showing of mineralization values the Solicitor 
had no alternative under the law except to grant the application for 
mineral patent. The Forest Service mineral examiner, Regional 
Office of the Bureau of Land Management and the Office of the Di- 
rector of the Bureau of Land Management in Washington had already 
approved clear-listing of claims on which the Forest Service mineral 
examiner from his own samples and assays had found mineral values 
of $1.04 per ton adequate for clear-listing claims. 


PROCEDURAL CHANGES ARE INDICATED 


The undersigned are gravely disturbed by relevations of the record 
as to the procedures used by the Forest Service in conducting its min- 
eral examinations and bringing contest actions. The applicant for 
a mineral patent must conform to the specific requirements of law in 

reparation of his application and file such application under oath. 
he Forest Service under existing regulations may file a contest action 
but no oath is required. The applicant must engage the services of 
a registered United States mineral surveyor who is bonded to the 
United States Government. The Forest Service mineral examiner 
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is under bond to no one and if his actions, willful or negligent, injure, 
ad halasin or compound costs to the applicant, there is no recourse. 

he record of testimony reveals that a Forest Service mineral 
examiner may elect to present only such findings as he has made 
which are adverse to the mineral applicant and suppress, remain silent 
on, or consider confidential those parts of his findings which support 
and corroborate the sworn documents of the applicant, of the report 
of the United States Mineral Surveyor, and of the United States 
Cadastral Engineer. Since the mineral examiner’s testimony and 
exhibits at the contest hearing constitute the Government’s record 
on which final decision is to he made, responsible officials may be 
placed in a position of making judgment on a partial statement of fact. 

Since agencies of the Federal Government in mineral contest pro- 
ceedings stand essentially as prosecutor, judge, and jury, they are 
called upon for the highest degree of impartiality and fairness. The 
reports of the Government should not only be entirely accurate but 
they should also be entirely complete. 

Much testimony was taken concerning mineral sampling of these 
claims. Some attention was given to the practices and methods of 
sample taking. The minority observes from the record that there is 
nothing to indicate that the Forest Service mineral examiners have 
any specific standards which they are required to use in their sampling 
of claims. Testimony showed that for low-grade ore deposits large 
samples must be used to get reasonably accurate results. For ore 
deposits of the character involved in this case, a sample weighing 
2 assay-tons (about 2 ounces) was used in standard commercial 
practice. 

Where there are no regulations setting up standards, examiners may 
easily reduce the size of the sample to a point where securing repre- 
sentative values becomes an impossibility. The use of one-half assay- 
ton samples, where 4 times that amount or 2 assay-tons is called for, 
cannot produce reliable evidence as to mineralization. Examiners 
using a substandard sample as against a standard sample used by an 
applicant would be productive only of interminable dispute. 

n this case, the record reveals that the Forest Service mineral 
examiner prepared a detailed report of his findings for the regional 
forester. This report was not a part of the record in the contest 
hearing. The Forest Service testified as to such parts of this report as 
suited their purposes in sustaining the contest action. Although 
statements and findings in this report verified contentions of the 
mineral applicant and those of highly qualified mining engineers, the 
hearing record was devoid of such information. The hearing examiner, 
Mr. Rice, testified, page 19, that not only was such information from 
the Forest Service’s mineral examiner not presented in testimony but 
that had the examiner’s full report been offered in evidence, it would 
have been excluded as inadmissible. Such a procedure, in the view 
of the minority, leaves the case of the mineral patent applicant subject, 
not to the weight of credible evidence, but to the mercies of Forest 
Service mineral examiner and the Interior Department Land Office 
hearing examiner. The undersigned are of the opinion that had the 
mineral examiner’s report been fully accurate and fully complete in 
the record, the probabilities are that this case would have been settled 
5 or 6 years ago and the people of southwestern Oregon might be 
receiving employment from a new mining industry. 
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VACILLATING VALUE OF THE TIMBER 


The majority has attempted to create the impression that the 
question of valid mineral discovery on a metalliferous mining claim is 
affected by the value of the trees on the surface. The undersigned 
were extremely interested in the refutation of this notion by Mr. 
Clarence Bradshaw, a 30-year career mineral law expert with the 
Department of the Interior who holds the Department’s distinguished 
service award. 

Sober thought shows, indeed, that there is no way to tell the value 
of a metalliferous lode deposit in the ground until it is mined out, and 
that the rule fabricated by the majority would be absurd. However, 
to the uninitiated, it might sound persuasive, and the majority has 
acted on that assumption. 

Under the law relating to mineral patents the value of the trees is 
immaterial, Nevertheless, the majority has undertaken tortuous 
antics to avoid admitting that the only timber value ever attached to 
the claims by the United States Forest Service prior to these hearings 
was $77,000. This figure was based on the worth of the timber at 
appraised prices and under Government cutting practices. 

No other timber value was in the record before the Department of 
the Interior at the time of the decision. Yet, this official figure of 
$77,000 is never used by the majority. They have, instead, resorted 
to many devices to inflate the value of the timber. One of the first 
political quotations of value was $185,000; the next jumped to 
$250,000; \ y January 10, 1956, it had increased to $500,000. One 
political sctoinnit. represented that it was worth $600,000. The 
majority, while claiming to investigate a specific record of pro- 
ceedings—a record which contained only the Forest Service stated 
valuation of $77,000—attempts to bring into the picture values 
estimated some years later. Fortunately such specious reasoning 
was not used at the time of the Louisiana Purchase, for which we 
paid $15 million. 

THE ASSAYER 


Throughout the hearings, we were shocked at the treatment afforded 
the A. W. Williams Co. This company performed the analysis of the 
Bureau of Mines samples. It is a highly rated laboratory and the 
National Council of Independent Laboratories has given it the same 
assay rating as that enjoyed by Abbott-Hanks, the assay house relied 
on by the majority. The Williams Co. employs 80 people. A graduate 
chemist of long experience performed the actual analysis. 

The majority report cities a letter which the staff procured from 
the,GSA in 1955, telling of a complaint that agency had received from 
& contractor supplying bauxite to GSA as to some low analyses 
performed by the Williams Co. But the report fails to mention that 
the GSA entered into three consecutive contracts with the Williams 
Co. during and after the time the complaints were received. The 
majority was willing to accept a hearsay letter, when the regional 
representative of the GSA, who had on-the-spot knowledge was 
available to testify. 

The chairman of the subcommittee even refused to allow Laboratory 
Chief Miller of the Williams Co. to testify when he requested permis- 
sion to do so in the interest of the good reputation of his company. 
He was rudely deferred to ‘‘the proper time” which never came. 
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THE AL SARENA CASE 


The undersigned believe that officials of the Williams Co. 
should have been permitted to testify and submit that it was not fair 
to have closed this hearing without giving them that opportunity. 


A LOW-GRADE MINERAL DEPOSIT CAN BE PROFITABLY MINED ONLY BY 
LARGE-SCALE PROCESSING METHODS 


The statement of the majority that the testing and exploration 
done on this property indicates that it holds no future promise of the 
mining project is without a shred of support from any except one 
witness. The Government mineral examiner indicated in his report 
to the regional forester clearly that the mineral deposit could be 
mined and milled at a profit by large-scale mining methods. Every 
other engineer skilled in the mining field who had personally examined 
or had any familiarity with this deposit expressed the same opinion. 

The only opinion to the contrary was stated by Mr. George B. 
Holderer of the committee staff. Mr. Holderer, his testimony clearly 
indicates, was given a selected handful of papers and some mineral 
assays and requested to express his opinion on the possible profitable 
operation of the present installation. Mr. Holderer testified that such 
was an impossibility. There is nothing in the testimony or in the 
record of exhibits and correspondence indicating that any person 
claimed that the 100-ton pilot mill could be made a profitable opera- 
tion. Mr. Holderer was never on the property and had no firsthand 
information about it. 

The Government’s mineral examiner in contrast compared the 
mining property to the Alaska Juneau mine which operated profitably 
for many years by processing 10,000 tons per day of ores assaying 
substantially less than the assays shown for the Al Sarena Mines. It 
is extremely significant that Mr. Hattan, as mineral examiner, found 
mineral values of $1.04 per ton of ore, adequate for patent on the 
basis of his own findings from sampling and assays. If Mr. Holderer’s 
testimony is accepted as proof of the majority’s position, then the 
committee is placed in the position of impeaching the action taken by 
the Forest Service and the Bureau of Land Management and all 
officials who went so far as to approve 8 of the 23 claims on the basis 
of mineral values averaging about one-fourth of the minimum require- 
ments stated by Mr. Holderer. 


ADMINISTRATIVE PROCEDURE ACT 


The majority makes much over administrative procedures but 
carefully ignores the status of this case as it reached final appeal levels 
of the Department. The fact is that administrative procedures were 
open to the Bureau of Land Management and the Forest Service and 
were followed by them to the point of final appeal in the Department. 
The Bureau of Land Management, where Mr. Hatten was the mineral 
examiner, received the application. If the mineral examiner knew or 
had reason to believe the application was defective in any manner he 
had a duty and an obligation to take action. The record shows that 
this case passed through every channel and action required by the 
law and was approved up to and including the issuance of the final 
certificate. However, the record shows that while Mr. Hattan, who 
could have acted on the basis of any suspected or known defect in 
his capacity as mineral examiner for the Bureau of Land Manage- 








THE AL SARENA CASE 49 
ment, was urging the Forest Service to bring contest and finally 
succeeded in doing so and was then placed on loan to the Forest 
Service to conduct the mineral examination as the Forest Service 
mineral examiner. The majority did not examine into this devious 
procedure. 

The Forest Service had not 1 but 3 mineral examinations made. 
It brought notice of protest, scheduled a hearing, presented its full 
testimony for the record at the hearing and without objection, and 
the complete record and testimony reveals no instance where any 
testimony by the Forest Service or the Bureau of Land Management 
was prevented from consideration or admission to the record at any 
time. When this case reached the level of final appeal the Solicitor, 
properly within bis authority and under administrative procedures, 
could have decided the case, upholding the contest of the Forest 
Service without further reference to the applicant or conversely might 
have decided the case in favor of the applicant without further refer- 
ence to the Forest Service. 

The Solicitor clearly had the duty to weigh all the facts of the case, 
all of the evidence, and if he were in doubt or uncertain, then he had 
the obligation to take such action as would satisfy his judgment for or 
against the patent grant. The Solicitor, to avoid any possibility of 
prejudice, chose the highly skilled and competent Bureau of Mines 
of the Department to take samples for a final determination of mineral- 
ization. The law and regulations give full authority to the Solicitor 
to reach such a final decision. The Solicitor, in effect, substituted 
the services of the Bureau of Mines mineral examiner for the Bureau 
of Land Management mineral examiner who was on loan to the Forest 
Service and whose three examinations lacked the essential substance of 
credibility. 

THE CAMERON CASE 


The majority claims that reference to the Cameron case was an 
effort to mislead them because it had a result opposite to that in the Al 
Sarena case. 

In the Cameron case the Secretary of the Interior referred a mining 
patent case to the Geological Survey for an independent analysis. 
No minerals were found and patent was ultimately denied. 

If the denial of patents can be based on an independent inspection 
then surely the allowance of patents can be based on an independent 
inspection. 

The majority constantly stressed the point of the absolute unique- 
ness of the referral to an independent agency, conveniently overlooking 
the fact that a former Secretary had exercised such authority in a similar 
case. 

THE MAJORITY REPORT AND THE LAW 


The minority finds it deplorable that the report, which takes some 
30 pages to discuss a mining claim case in which the lone issue was 
whether or not there had been a valid discovery of mineral, gives 
little more than passing attention to the discovery requirements of 
the mining law of 1872. Since the majority found it painfully apparent 
that the standards of the applicable law had been met, they chose to 


ignore the law and discuss instead the standards required for Recon- 
struction Finance Corporation loan applications. Unfortunately, 
these standards are not applicable to the patenting requirements under 
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the mining laws. The RFC loan procedures call for evidence of 
profitable operation as loan security, The mining laws require the 
issuance of patents if there is a sufficient mineral showing to warrant 
the taking of additional risks of loss. Assurances of economic or 
profitable operation or known mineral reserves are not required under 
the mining laws—the laws which are applicable in the Al Sarena case. 

The majority know that many mining claims have been lawfully 
patented with no history of production whatsoever. The general 
soundness of the law has been demonstrated over 80 years, and the 
Democratic Party did not amend it in the 20 years in which that 
party was in full control of the executive branch of the Government. 

Cases cited by the majority, such as South End Mining Company 
v. Tinney (22 Nev. 19), U. S. v. Lavenson (206 Fed. 755), or Diamond 
Coal Company v. U. S. (233 U. S. 236), are intended to mislead the 
reader to believe that they constitute authority for canceling the Al 
Sarena patents. 

The cases have not the remotest applicability to the Al Sarena case. 
In fact, the Lavenson case relies upon U. S. v. Iron-Silver Mining 
Company, (128 U.S. 673), which supports fully the minority position 
that the presence, absence, value, or worthlessness of timber on a 
mining claim is completely immaterial to the patentability of such a 
claim under the mining laws in effect in 1948. Even though a mining 
locator may have considered the value of timber in selecting his 
claim, the Supreme Court has said, 


If such were the fact, it would not affect the applicant’s 
claim to a patent. Probably in a majority of cases, where a 
placer claim is located, other matters than the existence of 
valuable deposits of mineral enter into the estimate of its 
worth. * * * A prudent miner, acting wisely in taking up 
a claim, whether for a placer mine or for a lode or vein, would 
not overlook such circumstances, and they may in fact control 
his action in making the location. 


TACTICS OF THE MAJORITY 


This investigation has been, from the beginning, a proceeding 
designed to produce sensational headlines that would mislead the 
public. Characteristically, the hearings had a carefully and secretly 
planned surprise start in Portland, Oreg., on November 25, 1955, 
where the committee had assembled to study another problem. The 
issue was superficially aired for press consumption after which the 
committee left the State and resumed its other business. 

Although the majority view endeavors to create an aura of calm 
appraisement, it contains a number of serious misrepresentations and 
significant omissions and it cannot be considered separately from the 
propaganda barrage and the politically oriented hearings which 
preceded it. 

The headlong political bias of the preceedings was typified in the 
notorious incident involving the “hottest letter in Washington.” 
This was a letter addressed to Secretary McKay from Lew Wallace, 
an Oregon Democratic gubernatorial candidate. It was addressed 
in handwriting to “Dear Doug” and signed “Lew.” The letter had 
no bearing upon the Al Sarena case, but for some strange but un- 
known reason the committee staff removed it from departmental files. 
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Some time later it appeared as the basis for a preposterous story in 
which a staff member apparently advised columnist Drew Pearson 
that he had a letter addressed to President Eisenhower from Mr. 
Wallace in which Mr. Wallace asked the President to grant the Al 
Sarena patents. And, the story went, the President readdressed the 
letter to “Dear Doug” and asked that some action be taken. On his 
radio program Mr. Pearson told of “‘the letter,” labeling it “the hottest 
letter in Washington.”” When asked to produce the letter in question, 
Mr. Redwine, of the majority staff, said he knew of such a letter and 
left the hearing room to produce it. Nearly balf an hour later Mr. 
Redwine appeared with a photostatic copy of something which 
minority members were not allowed to see. he request for the letter 
was reiterated. After continuing his bluff to the last moment, Red- 
wine finally produced a 1955 letter which bad nothing to do with Mr. 
Wallace. The story was proven to be totally false and columnist 
Pearson published a retraction. 

It should also be noted that the same columnist quoted from the 
transcript of the Portland proceedings before the transcripts were 
released to the minority members of the committee. True to form, 
the majority committee print was also leaked to the press before the 
minority members were given an opportunity to review it. 

Although the committee held a hearing at Medford, Oreg., a short 
distance from the mine, where witnesses and firsthand examination of 
the property was easily possible, the committee waited a few days 
and 200 miles away before opening the subject under the pretext that 
the issue had just arisen. The facts show that the committee staff 
had been examining records, and preparing for such hearing months 
previously. 

The undersigned feel compelled to comment on the curious manner 
in which the majority handled its selection of witnesses for a “full 
and fair’ hearing announced to get the facts. For example: 

1. The committee requested the appearance of Philip Gabriel. He 
was present for a full week but was never called upon to testify. 

2. Mr. Morris Miller, the manager of the A. W. Williams Co., 
attacked by the majority, was told he would be called to testify at 
the proper time. He was not allowed to testify. 

3. Although Charles R. McDonald and H. P. MeDonald, Jr., are 
the key figures in this entire Al Sarena mining venture, having been 
associated with it from its inception, they were never put on the stand. 
Inasmuch as the subcommittee could have compelled their appear- 
ance, it can only be concluded that they did not want the McDonalds 
to testify. 

4. When the minority insisted on having the regional manager of 
the General Services Administration testify concerning the quality 
of work done by the A. W. Williams Co., for the Government, the 
majority agreed, but the witness was never called. 

5. The Chief of the Forest Service was dismissed as a witness just 
as the minority began cross-examination and was never recalled despite 
promises that he would be. 

The slanting of the majority report as a political document is abun- 
dantly obvious. The language is salted with sly perversions of the 
record and seems aimed particularly to the State of Oregon. 

The affidavit of Philip Gabriel shows the political level on which the 
so-called investigation was pitched. 
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THE AL SARENA CASE 


STATEMENT OF Puitie GABRIEL BEFORE THE JOINT SENATE- 
House SuscoMMitTteEE HEARINGS ON THE AL SARENA 
Mininco Cuaims Cass, Wasuineton, D. C., Becrnnine 
ON JANUARY 10, 1956 


(Legislative Oversight Subcommittee, Senate Interior and 
Insular Affairs Committee, Public Works and Resources 
Subcommittee, House Government Operations Committee) 


STaTeE oF ALABAMA, 
County of Mobile, ss: 

I, Phillip Gabriel, being first duly sworn, on oath, depose 
and say: 

1. That on or about December 24, 1955, I received a letter 
from W. Kerr Scott, acting chairman, Legislative Oversight 
Subcommittee, Senate Interior and Insular Affairs Commit- 
tee, dated December 22, 1955, notifying me that: 

“On January 10, 1956, at 9 a. m., in room 224 of the Senate 
Office Building, Washington, D. C., this subcommittee will 
resume hearings in connection with the inquiry into the 
matter of Minerals Application Oregon 0665, Oregon Mineral 
Survey No. 879, Al Sarena Mines, Inc. * * *” 

2. That the aforementioned letter specifically requested 
my appearance before the subcommittee at the time and 
place hereinabove cited in the following language: 

“You are hereby requested to appear at such hearings for 
the purpose of answering such questions as the committee 
may wish to propound.”’ 

3. That, pursuant to the foregoing request, I appeared at 
the subject hearings and after adjournment of the entire 
week’s session I asked Mr. Redwine when I would be heard; 
nearer Redwine declined to state when, if ever, 1 would be 
heard. 

4. That had I in fact testified, I would have testified in 
substance as follows: 

A. That during the summer of 1955 I was questioned at 
Mobile, Ala., by one Robert W. Redwine, who presented 
credentials identifying him as the accredited agent of the 
committee. 

B. That Mr. Redwine admitted that it was his duty as a 
paid committee employee to uncover or create material for 
political purposes. 

C. That Mr. Redwine stated that the patent theretofore 
issued to Al Sarena Mines, Inc., could not be legally revoked 
or i in jeopardy; that Al Sarena Mines, Inc., as such 
could not be injured; that his mission was political, and that 
the corporation had no cause for worry. 

D. That the only other possible reason for these hearing: 
was to “get even with the McDonalds” for having brought 
one W. O. (Otis) MacMahon to represent them at a hearing 
at Portland, Oreg., in September 1950, according to Mr. 
Redwine, who added that such action had deniactl depart- 
mental employees a great deal of trouble. 

E. That apparently this last statement of Mr. Redwine 
arose from numerous averments made by Leonard B. 
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Netzorg in a communication to James A. Lanigan dated 
September 28, 1950, apparently made to prejudice the agency 
against the McDonalds and MacMahon and repeatedly used 
against them throughout the contest, despite their protests, 
denials, and counteracting evidence offered. (See communi- 
cation reprinted, pp. 1446-1447, Congressional Record, 
January 31, 1956.) 

F. That Mr. Redwine advised me that he was leaving 
town at about 3 p. m. on the day of our conference, woul 

roceed to Atlanta, Ga., and, would not be in Washington, 
). C., until the following Tuesday—that he would not have 
any opportunity to discuss this with anyone, even in his own 
Department, until Tuesday, that no leak concerning our 
conversation could happen through his Department until 
after the following Tuesday. 

G. That Mr. Redwine further suggested to me that, in the 
meantime, if I could, by using influence or information ob- 
tained as a director in Al Sarena Mines, Inc., or in any other 
way, get control of the company, I would have a very val- 
uable mining property; that everyone would be happy if the 
McDonalds got “skinned” and the politicians involved in the 
Oregon elections were given some material with which to 
work for the next. election. 

H. That the statements made to me by Mr. Redwine are 
not repeated herein verbatim but are accurate in substance. 

I. That I was informed by Mr. Morris Miller, of the A. W. 
Williams Inspection Co., Mobile, Ala., that Mr. Redwine ad- 
vised Mr. Miller that the A. W. Williams Inspection Co. 
would be crucified for political purposes but that Mr. Red- 
wine was gathering information to try to protect the Williams 
firm. 

Nore.—The record shows that Mr. Redwine himself read 
into the record a memorandum apparently constituting a 
charge of incompetence against the Williams firm. The rec- 
ord also shows that Mr. Redwine took this action when the 
firm’s chief metallurgist appeared before the committee to 
testify that the samples and laboratory work were regular 
in all respects and that the samples bore no evidence, either 
contents or containers, of tampering, contamination, or other 
wrongdoing on the part of persons handling the samples prior 
to their receipt for assaying. 

J. That the committee has not reimbursed or offered to 
reimburse me for any of the expenses incurred in complying 
with its request to appear at the hearings, as hereinbefore 
related. 

Puitiire GABRIEL. 


Subscribed and sworn to before me this 9th day of Febru- 
ary 1956. 


MarGurieETeE WALKER, 
Notary Public in and for Mobile County, Ala. 


My commission expires January 18, 1958 (hearings, pp. 
832-833). 
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CONCLUSION 


1. The patents issued to Al Sarena Mines, Inc., on 25 lode mining 
claims in Jackson County, Oreg., were properly and legally issued, and 
such patents could have been legally issued on the administrative 
record as it existed in February of 1953. 

2. After having seen the witnesses and heard the evidence, the 
undersigned would welcome a review of the matter by the Department 
of Justice. Any review or investigation, however, should also 
encompass events which transpired prior to 1953, with particular 
attention to the possibility of the existence of a conspiracy to subvert 
the mining laws by preventing the lawful issuance of mining patents 
thereunder. 

4. While several Congressmen and Senators have from time to time 
discussed the case with Department of the Interior officials both 
under the last administration and the present one, there is no evidence 
in the record of any improper action or any effort to use pressure, 
political or otherwise, on Department officials by either Congressmen 
or Senators. On the contrary, those who did display an interest 
were merely seeking an early determination of an unduly prolonged 
case. Despite this bipartisan interest in the case, the majority report 
reserves its aspersions and imputations for use against Republicans. 

5. As an appendix to the minority views we offer the full statement 
of Under Secretary Clarence A. Davis before this committee. It will 
reveal to the most casual reader the dispassionate judgment of a 
highly trained, judicial mind. It refutes eloquently every contention 
of the majority. 

Respectfully submitted. 

Ciare E. HorrmMan, 
Vicror A. Knox, 
C. R. Jonas, 
Wuu1am E, MINsHALL, 
Minority Members of the 
Public Works and Resources Subcommittee. 


ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


Tue At Sarena Case 


Under the above caption, a report released to the press the latter 
part of May, last,' read in connection with the report adopted this 
morning by the House Committee on Government Operations by a 
strict party vote; and with the printed hearings, which will not be 
available for some 2 weeks, demonstrates the truth of the charge made 
by me when the subcommittee first began its hearings, j. e., that the 
taxpayers’ money was being used to create political propaganda for 
use in the November 1956, elections. 

As this is written, printed hearings are still not available. Although 
requested, my own official stenographer’s transcript of the testimony 
taken has not been returned to me. No opportunity has been given 
to compare page proofs of what purports to be the testimony—the 4 
minority members of the committee and its staff were given but 1 
copy—with that transcript and the corrections made by me, nor to 
ascertain whether all exhibits have been included. 

Nevertheless, a rather vivid recollection enables me to give an accur- 
ate although only a partial summary of the amazing, the startling, 
and, as described by editorials in some of the influential papers of the 
West, a most disgraceful performance by a congressional committee. 
Seldom—so far as I know, never—equaled by the performance of any 
other such committee. 

Congressional committees have frequently been unjustly criticized 
for their failure to safeguard the interests of witnesses, treat them 
courteously; to prevent the broadcasting of unfounded charges of 
alleged misfeasance, malfeasance, or violation of Federal statute by 
private citizens or public officials. On very rate occasions such criti- 
cism has been at least in part justified. These hearings show a new 
low standard. 

If in doubt as to whether the hearings held by this committee have 
safeguarded the dignity, the impartiality, the soundness, the useful- 
ness, the necessity, of congressional investigations and hearings, pro- 
tected the witnesses, earnestly you are requested to read, when they 
become available, the printed hearings. I ask no more. 

The Al Sarena hearings, if authorized at all, were held under a 
statement issued September 21, 1955, by Senator Murray,’ chairman 
of the Senate Interior Committee, which, in part, read as follows: 


Washington, D. C., Sepremper 21—Public hearings on 
Federal timber sales policies in the Pacific Northwest will 
be conducted jointly by subcommittees of the Senate Interior 
and House Government Operations Committees in California, 
Oregon, and Washington from November 14 through De- 
cember 1, according to an announcement made today by 


os 


1 New York Times of May 30, 1956. 
2 See exhibit A, attached to, for full text of statement. 


55 


SEER WS SPR ee OT 


LAV PRavwrs ss we 








HNIVERCITY OF MICHIGAN LIBRARIES. 





56 THE AL SARENA CASE 


Senator James E. Murray, Democrat of Montana, chairman 
of the Senate Interior Committee, and Representative Wil- 
liam L. Dawson Democrat of Illinois, chairman of the House 
Government Operations Committee. 


So far as has been learned, no action was ever taken by the House 
Committee on Government Operations or the Chudoff subcommittee 
which held those hearings, justifying any investigation or hearing 
having to do with the granting of the Al Serena patents. 

A reading of Senator Murray’s statement—and so far as I know 
he never appeared or participated in these hearings—makes no refer- 
ence to the Al Serena case. 

Of the individuals named to conduct the hearings authorized by 
Senator Murray and Representative Dawson, only Senator Scott, 
Senator Neuberger, Congressman Chudoff, and the writer of this 
report attended the Al Serena hearings which were held in the West. 

The foundation for the charge subsequently made that the patents 
on the Al Sarena claims were improperly granted because of political 
influence was first laid early in the timber hearings, when an elderly 
miner, accompanied by his dog and a lawyer who was working on a 
contingent fee and supported by photographs of his cabin and his 
dog, were shoved into the timber hearing. 

Suikeatuant events demonstrated that no real attempt to obtain a 
patent for the aged miner was being made, but that his inability to 
obtain a patent would be used to bolster the allegations concerning 
the Al Sarena case. 

The accuracy of this statement—that the Al Sarena issue was 
d ed in for political propaganda—is shown by a statement put out 
by Banatoe W. Kerr Scott on November 23, 1955, who was then acting 
as chairman of the Joint Committee on Federal Timber. 

The first two paragraphs of that statement, which the Senator 
attempted but was not successful in recalling, read: 


The subcommittee will come to order. 
This morning we will go into a matter that is not specifically 
a “timber sales policy problem”. [Italics supplied.] 


Two days later, November 25, 1955, the Senator issued a second 
statement. That the proposed hearing was intended, and was sub- 


sequently conducted, as a gee propaganda effort, can be inferred 
from that statement, which reads as follows: _ - 


STATEMENT BY SuNATOR W. Kerr Scort, CHArrMAN, JOINT 
ComMITTEE ON FrepERAL Timper, NOVEMBER 25, 1955 


The subcommittee will come to order. 

We will go into a matter that is not specifically a timber 
sales policy problem. 

Rather, it involves the question, or questions of how cer- 
tain agencies are following the intent of the Congress, the 
letter and spirit of the laws of the land and the democratic 
processes that are demanded by the Constitution of the 
United States in respect to our forests and mineral resources. 

The transcript of the hearing held by this joint committee 
in Roseburg, Oreg., on November 17, 1955,*discloses that cer- 
tain segments of the Department of the Interior are in a 


charged that the 
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hassle with an aged, disabled veteran over his rights under 
the mining laws of the United States Government. 

There appears to be a concerted effort to hustle him off his 
three mining claims based on the allegation that the claims 
are not mineral in character. 

In sharp contrast to this case, I am mindful of a consider- 
able amount of talk in the past 18 months concerning what is 
known as the Al Sarena mining claims located in Jackson 
County, Oreg. 

There are many Government records involving the Al 
Sarena mining claims and their background and their value, 
or lack of value, as mineral lands that have been cloaked in 
obscurity and covered with the dust of more than 15 years. 

The Congress needs to know, and the people of America 
are entitled to know, what the facts are in connection with 
this case which was finally decided at the highest level of 
the Department of Interior. 

This Senate subcommittee, and this House subcommittee of 
the Government Operations Committee, and the Congress, would 
be derelict in its duty if it did not seek to determine the truth or 

falsity of the charges that have been made that, as a result vl 
high-level interference in the Department of Interior, weasel- 
word legal opinions and questionable mineral sampling and 
assaying practices have been substituted for the dedicated judg- 
ment and experience of men trained in the art of determining 
which lands are, or are not, eligible for patent under the mineral 
laws of the land. [Italie supplied.] 

It is either true, or untrue, that the lands of the 15 Al 
Sarena disputed claims are mineral in character or just a site 
for a timber mining operation. It is the purpose of this 
inquiry to seek the answer to this question, and the one of just 
why and how the unprecedented step was taken of bypassing 
the Forest Service and the Bureau of Land Management to 
accomplish what was accomplished. 

Because of the serious nature of this inquiry going, as it 
does, into the very fountain springs of the question of 
government by laws or government by influence and special 
privilege, all witnesses will be sworn before testifying. 

In the interest of saving time and avoiding thee, I 
am also asking that all members of both subcommittees 
refrain from asking any witness any question until after the 
staff has completed its questioning of each witness. 

I am directing Mr. Redwine and Mr. Coburn to initiate 
the questioning, to be followed by Mr. Lanigan, after which 
I will call upon each member of the committees, in turn, to 
propound such inquiries as each may desire. 

Please proceed, Mr. Redwine. 


57 


Note also that, instead of permitting members of the committee to 


interrogate the witnesses, the chairman ordered committee counsel— 
three in number—to direct the trend which the testimony_should take. 


THE HEARINGS WERE JUST A REHASH OF POLITICAL PROPAGANDA 


In the 1954 ee certain politicians, aided by Drew Pearson, 
Sarena patents were granted because of improper 
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political influence. Wide publicity was given by Pearson and others, 
including political orators on the stump, to these charges. 

Pearson’s articles were incorporated in the record of the hearings. 
They made serious charges, not only against Republican candidates 
_ ‘ongress, but against Republican officials in the Department of the 

nterior. 

Not only were the charges which were widely publicized rejected 
by the voters of the congressional districts inealved, but an independ- 
ent newspaper, the Eugene (Oreg.) Register Guard, sent a reliable 
reporter to make an extended personal investigation. He came up 
with proof that the charges were unfounded; that they were politically 
inspired, and his story was not only printed in the local papers, but 
xe be found in the printed hearings, if and when they become avail- 
able. 

More recently, Senator Morse, formerly a Republican—then an 
Independent, now a Democrat—became a candidate for Senator in 
the November election. It is fair to assume that, to aid him and 
certain Democratic congressional candidates, to defeat certain 
Republican Congressmen, these charges—rejected by the people 
most deeply interested; shown by independent investigators to be 
false—were again dug up and the majority report or parts of it will 
be circulated, at the taxpayers’ expense, in the coming campaign— 
a practice which should be repudiated by every conscientious citizen, 
regardless of his political affiliation. 

Senator Neuberger, an exceptionally adroit individual, often 
presided at the hearings. Frequently proclaiming himself as the 
champion of the little people, he was chusuieaky so acting as the 
political advocate of Senator Morse and some of his views. 

Throughout the timber hearings, Senator Neuberger, at every 
opportunity, made a plea for the little fellow; for the owner of small 
tracts of timber; insisted that he was not getting a fair deal, that the 
Government should aid him by access roads; by individual purchasing 
agreements and in every other possible way. 

At every opportunity, he strenuously Shiested to what he charac- 
pe as the improper overruling by the Secretary of a subordinate’s 

ecision. 

Eventually, however, it came out that the Senator was the advocate 
of the big boy, the L. & H. Lumber Co. of Sutherlin, Oreg. 

The Senator had complained often, loudly and with pain in his 
— that Republicans had attempted to influence decisions at 
the top. 

Bet when the L. & H. Lumber Co. wanted 75 million feet of timber 
put up for public bids, the gentleman who posed as the champion 
of the common man, the little boy, appeared in behalf of this company 
which wanted to purchase 75 million feet, and was so successful that 
: subordinate’s decision was overruled by the Chief of the Forest 

ervice. 

The Senator forgot or ignored the similarity of action—from a 
technical standpoint at least— between that of the Chief of the Forest 
Service and that of Secretary McKay. 

Naturally, it was only a coincidence that, from one of the stock- 
holders of the L & H Lumber Co., Senator Neuberger had received a 
campaign contribution of $1,000 (and this appears in the hearings). 

No one charges, no one hints, that that had anything to do with the 
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switch of position from the champion of the little fellow to the advocate 
of the big boy. The Senator’s veg apres is a plausible one. He 
always has a plausible explanation for anything he may do. 

His answer to someone’s crude intimation that he could not under- 
stand this change was that the 75 million feet of timber which he 
wanted put up so that the company in which his friend who made the 
$1,000 political contribution was interested could bid was that this 
was a different kind of timber. 


THE AL SARENA PATENT 


The minority views accurately, insofar as they go, reveal the 
situation. 

Unfortunately, none of the other Members of the House was able 
to attend the hearing in the West, primarily because they were 
advised, I am informed, by the chairman of the House subcommittee 
that there were no controversial issues involved, that the purpose of 
the hearings was to study timber-marketing practices that had been 
followed by administrations for many years. 

The iron curtain manipulated by the majority has been rolled down 
on me and behind it is a diegracet procedure which I lack opportunity 
to expose. 

Respectfully submitted. 

Crare E. Horrman. 


Exuisit A 
[For release Wednesday p. m., September 21, 1955] 


Wasuineton, D. C., Sepremper 21.—Public hearings on Federal 
timber sales policies in the Pacific Northwest will be conducted jointly 
by subcommittees of the Senate Interior and House Government 
Operations Committees in California, Oregon, and Washington from 
November 14 through December 1, according to an announcement 
made today by Senator James E. Murray, Democrat, of Montana, 
chairman of the Senate Interior Committee, and Representative 
William L. Dawson, Democrat, of Illinois, chairman of the House 
Government Operations Committee. 

Preliminary committee staff investigations of timber sales in the 
Northwest, based upon a 1953 study by the Comptroller General of 
the forestry programs of the Forest Service and Bureau of Land 
Management in the Pacific Northwest, indicate a need for public 
hearings to develop further facts and current information relative to 
problems of access to Government timber, including access roads; 
inadequate and outdated inventory data on Federal timber resources; 
increases in the allowable cut; revised timber sales practices to provide 
sales of a size and length that meet the needs of small and large 
operators alike; increased salvage sales of diseased and burned timber; 
and a reexamination of the effect of marketing area and other restric- 
tions on Government timber sales. 

The committees will also take testimony on special problems arising 
out of the administration of Indian timber sales on the Klamath, 
Quinault, and Colville Indian Reservations. 

Members of the Senate subcommittee are: Senator Murray, chair- 
man, Senators Scott (Democrat, North Carolina), Neuberger (Demo- 
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crat, Oregon), Maline (Republican, Nevada), and Kuchel (Republi- 
can, California). Representative Chudoff (Democrat, Pennsylvania) 
is chairman of the Subcommittee on Public Works and Resources, 
the members of which are: Dante B. Fascell (Democrat, Florida); 
Robert E. Jones, Jr. (Democrat, Alabama); Robert H. Mollahan 
(Democrat, West Virginia); John E. Moss, Jr. (Democrat, California) ; 
Charles R. Jonas (Republican, North Carolina); Victor A. Knox 
es rape Michigan); and William A. Minshall (Republican, 

110). 

Tentative dates and places for the hearings have been scheduled 
for November 14 at Redding, Calif.; November 15, Klamath Falls, 
Oreg.; November 16, Medford, Oreg.; November 17, Roseburg, Oreg. ; 
November 18, Eugene, Oreg.; November 21 and 22, Seattle, Wash.; 
November 23, either Olympia or Aberdeen, Wash.; November 28, 
29, and 30, Portland, Oreg.; December 2, Spokane, Wash. (Colville 
hearing). 

In accordance with the provisions of the Legislative Reorganization 
Act of 1947, those who wish to testify on the subject matter of the 
hearings will be required to file written statements in advance of their 
appearance. Requests to testify and all written statements should 
be sent to the Joint Committee on Federal Timber, Pioneer Station, 
room 208, Old United States Courthouse, Portland, Oreg., not later 
than Tuesday, November 1, 1955. 








APPENDIX TO MINORITY VIEWS 


STATEMENT OF UNDER SECRETARY OF THE INTERIOR CLARENCE A. 
Davis Berore THE SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT, 
OF THE SENATE INTERIOR AND INSULAR AFFAIRS COMMITTEE, AND 
THE SUBCOMMITTEE ON PowrEeR AND NATURAL RESOURCES OF THE 
House ComMItrEE ON GOVERNMENT OPERATIONS, FOR PRESENTA- 
TION JANUARY 26, 1956 


Mr. Chairman and gentlemen of the subcommittees, I am glad to 
at last have the privilege of appearing before you to testify to the 
facts with relation to these claims of Al Sarena Mines, Inc. 

These claims and the problems they presented were left pending by 
the preceding administration. They constituted a matter which had 
been celta Wsenah the various levels of bureaucracy of the Depart- 
ment of the Interior for more than 5 years, before I ever heard of them. 

I should next point out to you that the matters here involved are 
not matters of discretion or of political action, but are matters of law 
and evidence. For that reason, for a very great many years the 
authority to decide appeals with reference to public lands has been 
vested in the Solicitor of the Department. His opinions on these 
matters are final. They are not reviewed by the Secretary unless the 
Secretary specifically requests it, and they are not in ordinary course 
ever presented to the Secretary at all. I should like to make clear, 
therefore, that Secretary McKay has had no part in this sequence of 
events, and aside from 1 or 2 mentions of it in staff conference, he was 
totally uninformed of any of these events until after the opinion in 
this case was rendered. 

I came into this Department on February 17, 1953, after having 
been engaged in the practice of law in Nebraska for 37 years, during 
which time I had been attorney general of the State, counsel to my 
State in many interstate matters, and counsel to all of the judges of 
the supreme court of my State, and many other legal connections 
with which 1 shall not tire you. 

Immediately after taking over the office, I asked the staff for a 
general bri of the matters which were pending in the office and 
of its general duties. At that time I discovered that there were 278 
land appeals cases pending in the Solicitor’s office, of which the 
Al Sarena Mines was just another case so far as I knew. 

I was informed by the staff that there were several of these backlog 
cases which had not been handled which were considered troublesome 
and some of which were characterized as ‘‘headaches’”’ and been left 
for my handling. I was advised that the Al Sarena case was in that 


category. 

On April 8, 1953, our records indicate that Mr. Garber, adminis- 
trative assistant to Congressman Ellsworth called me. I did not 
talk on the call and have no idea what it was about. On March 20 
1953, during my absence from the city, Mr. Garber called and talked 
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to my secretary, requesting an appointment for some of Congressman 
Ellsworth’s constituents. Pursuant to that call, I first met the two 
brothers McDonald March 30, 1953, when they came into the 
Solicitor’s office. I then learned for the first time that Al Sarena mines 
were located in southern Oregon; that one of these men lived in 
Oregon and the other in Alabama; and that they had been having 
trouble with reference to some mining claims. 

The McDonalds asked the privilege of telling me all about their 
pending case, and since I had never heard of it before, I told them to 
go ahead. 

They probably talked for an hour and recited a very long list of 
things which they claimed as grievances against the Interior Depart- 
ment and its long delay in the granting of their patents. 

As well as I can remember, in substance they told me: 

That they had a group of 23 mining claims, 40 of which had been 
filed on as early as 1897, and all of them prior to 1939; that for a long 
period of years they had been hoping to develop these claims into a 
profitable mine, that their father was a physician in Mobile, Ala.; that 
one of the brothers lived in Mobile, but that the other brother had 
lived for years on this mining property. 

They told me there was invested, they estimated, nearly $200,000 
in the development of this mining property; that they had well over a 
mile of tunnels in the mountain; that they had constructed a 100- 
ton-per-day mill; that they had bunkhouses, an assay lab, a messhall, 
tool sheds, had built access roads, etc.; that they had had dozens of 
assays made on the claims, some of which showed a high mineral 
content. 

They then recited a long history of their treatment by the Bureau 
of Land Management; that they had applied for a patent to the claims 
in 1948, and despite the lapse of 5 years, still had not received a final 
decision. They outlined as best a layman could a very long adminis- 
trative process through which the appeal had gone in the Bureau of 
Land Management and the Department. 

They told of filing their applications for patent and of paying the 
$5 an acre standard fee, which is historic in connection with the 
patenting of such lands. They had with them, I believe, a copy of the 
final receipt of the land office issued in 1949, showing that all payments 
had been made. They complained that the land had been transferred 
by the Federal Government to the tax rolls of the State of Oregon, 
listed in their name, and that taxes were accumulating on it and they 
were threatened with'foreclosure under the Oregon tax laws 

They attacked most bitterly the procedures of the Bureau of Land 
Management. They described in great detail the hearing on their 
patent application which had been held in Oregon. They insisted 
that they had not been given a fair hearing. They insisted that the 
Department was prejudiced against the granting of mining claims. 
They insisted that the Bureau of Land Management had put the 
Forest Service up to objecting to their claims; that the mineral ex- 
aminer of the Bureau of and Management was in collaboration with 
the Forest Service to help defeat their claims. 

They told me the hearing in the Bureau had broken up in dispute 
and they had walked out; that the hearing examiner had taken the 
testimony of the Forest Service in their absence without their cross- 
examination; and they complained that the record before me as 
Solicitor was incomplete, did not contain much of the evidence. which 
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they had filed in the Bureau in Portland; contained only one side of 
the evidence; and that many of the assays which they had tendered 
were not in the record. 

They told me that they had received the advice of a half-dozen 
mining engineers, State geologists and other persons familiar with 
mining, at the time they acquired the claims and from time to time 
thereafter. They named several persons in that connection who 
were unknown to me but some of whose opinions now constitute a 
part of the file, and that all of these mining engineers had indicated 
they had a mineral deposit which could be devélomed into a valuable 
mining property. 

They told me that Congressman Frank Boykin of their home city 
of Mobile, Ala., had interceded in their behalf, and that because of the 
delay which they felt they were getting, they had started a suit in 
Alabama to compel the Secretary to aeliven to them the patents for 
which they had applied. That suit had been pending for a year and 
a half undisposed of. They told me that until some disposition of 
their appeal to the Department was made, their hands were tied; 
that if they were granted patents, they hoped to develop a sizable 
mining operation on the property, but that they could not finance any 
such operation while their patents were under contest. 

They claimed they had tendered several assay reports to the Bureau 
in Portland which showed paying minerals on the claims, and that 
many of these assays were not included in the files on which I, as 
Solicitor, was supposed to pass judgment. 

If true, these were serious accusations which I think would cause 
anyone to examine the records to see if they were true. 

At that stage I did make enough of an examination of the file to dis- 
cover that the assays which they claimed they had filed were not 

resent in the Solicitor’s Office; that the evidence in the Solicitor’s 
le consisted largely of testimony by the Bureau of Land Manage- 
ment and the Forest Service; and that all of the evidence which 
claimants said they had produced was not in the file. 

I discovered that the claims had been registered, 10 of them in 
1897; that there seemed to be little question there were minerals ia 
more than paying quantities on at least some of their claims, and I 
discovered that the reports in the files made reference repeatedly to 
the widely diffused mass of mineral-bearing material which constituted 
the area on which the claims were located. 

It was perfectly obvious to any lawyer that the evidence of the 
claimants was not in the file, and that on the state of the record as it 
then existed, judgment on the claimants’ evidence could not be made. 

I think it is fundamental to both the judivial and administrative 
process that both sides are entitled to be heard, and that the evidence 
of both sides is entitled to be considered before final judgment is 
rendered. 

The McDonalds had with them carbons and photostatic copies of 
numerous assays which they insisted I should take and consider as 
evidence in connection with their appeal. I told them that I was in 
the position comparable to a supreme court, and that I could not 
accept evidence at that stage of the proceedings, although they were 
welcome to leave their assays if they wished. 

They had also prepared a long document of some 28 pages, listing 
the chronology of events and many of their complaints. It was a 


Sh he 


we 


Ud FED tae Owe ~ 











4 
: 
F 
{ = 
g 


64 THE AL SARENA CASE 


document, of course, prepared entirely from their viewpoint, but it 
contained many points which, if true, I regarded as serious. It is 
exhibit No. 63, as the files of the Department have been indexed, and 
it has been available to the staff of your subcommittees. 

At the conclusion of that interview, I told these people that I 
would try to expedite a determination of their case; that I knew 
nothing about it except what they had told me; but that I did feel 
somebody ought to decide and settle any matter which had been 
pending for 5 years. 

As soon as I could find time, I undertook to make an investigation 
of the files of the case to ascertain the accuracy of the representations 
which had been made to me. About that time, Mr. J. Reuel Arm- 
strong, a lawyer from Rawlins, Wyo., joined the Department, and I 
referred the files to him for further examination. 

Thereafter, from time to time, the matter of the Al Sarena case and 
what we might do to dispose of it was discussed between us. 


THE MINING LAWS 


I think it should be made clear at this point what the mining laws 
provide. Under the mining laws, which had not been changed since 
1872 until last year, a miner who stakes out his claim on public lands 
and files on it, spends $500 in the development of it, and proves that 
he has a valid discovery of minerals, is entitled to a patent. It is 
just that simple. There is no reference to timber in the mining 
Lotus: whether there is much, little, or no timber makes no difference 
as a matter of law. 

All of the mining business of the West has been established under 
that law. Throughout the years there have been literally thousands 
of mining claims gone to patent without the slightest regard to the 
timber on the land. As a matter of fact, it is not until very recent 
years that the timber attained sufficient value to be very material. 
In 1897, at the time the earlier of these claims were filed on, I am 
told they were cutting down timber in Oregon to get rid of it so the 
land could be used as farms; that in the 1930’s there were hundreds 
of tax foreclosures on timber in Oregon; and the timber was sold 
for $2 to $5 an acre. 

Whatever may be said of the situation in 1956, it would seem clear 
that at the time these mining claims were filed on, the timber was of 
little value, but the impression that has been conveyed to the public 
is that these people filed on these claims merely to get the timber. 

I should point out to you that there was a substantial period of 
years prior to 1953 in which the timber values were continually rising 

ut there was no amendment of the mining laws. 


THE AREA 


The area in which these claims are located is what the miners call a 
widely diffused mineralized mass. There are no special rich veins 
which can be located with certainty. There is gold, some silver, 
some lead, some zinc, and other minerals widely diffused on the 
claims. To work such a mine requires the handling of large amounts 
of material, but in the opinion of the many mining engineers consulted 
the claims were well worth developing. 
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The files will verify the fact that there are over a mile of tunnels 
on this property; that there is a 100-ton-per-day mill; that there are 
bunkhouses, an assay lab, a messhall, tool sheds, access roads, etc. 
The mine has produced throughout its history some $30,000 to $40,000 
of pen As a pilot operation sometime in the early 1940’s, some lead 
and zine was produced in minor quantities. In 1943 the mine was 
closed, allegedly because of the shortage of labor and materials. 

In this period of 50 years before 1948 we are told there were literally 
hundreds of assays made on various parts of these claims. They 
must have been reasonably hopeful or no one would have been foolish 
enough to continue to put money in the mine. 

In this connection your attention should be called to a report of the 
Geological Survey entitled, “Geological Survey Bulletin 893,” pub- 
lished in the year 1930. On page 131, and following, of that report is a 
description of this mine, then known as the Buzzard area, giving the 
history of various mining operations in connection with which it was 
—- out that at that time: “the mine workings consist of 3,334 
eet of drifts and crosscuts, 1,000 feet of raises and winzes, and 75 
feet of open cuts and trenches.”’ 

The minerals on the land are described generally, and I shall not 
take your time to read into the record the descirption given by the 
Geological Survey. I should also point out that immediately pre- 
ceding the description to which I have referred, is plate No. 22, which 
is siketth of levels of the Buzzard Mine, Jackson County, Oreg., to 
show to someone more familiar with mining than I am the approxi- 
mate layout in 1930. 

I have, personally, no idea of the cost or the value of these im- 
provements. I am dependent entirely upon the estimates of mining 
engineers and others, but it seems to be generally considered that 
there is somewhere from $150,000 to $250,000 of improvements on 
these various McDonald claims. 

The files indicate the following sequence of events: 


THE PATENT APPLICATIONS 


On October 1, 1948, the McDonalds filed applications for patents 
on all of their 23 claims. 

Eight of these claims were not contested by the administration at 
that time. These claims have on them the same general type of 
timber that is on the others. They admittedly have a mineralized 
gold value that would justify their development, and they have been 
commonly accepted as valid claims by all parties to this controversy 
from the very inning. 

I think this is somewhat important, for it demonstrates that there 
are minerals on this mountain and in the immediate vicinity of these 
15 claims which are under dispute, since all of the 23 claims are adja- 
cent to each other. 

It is also interesting to note that among the claims not contested 
by the preceding administration were the last two claims which were 
not even filed upon until 1939, and yet admittedly have an adequate 
mineralization. 

It has seemed to me that this substantiates the reports of all the 

ining engineers that the minerals on these claims are widely diffused 
tom the whole area, and it is probably impossible for anyone 
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to draw a distinct line around the mineralized area until actual de- 
velopment takes place. 

October 1, 1948, the regional forester’s office was officially notified 
by the mining company of the filing of patent application. 

October 4, 1948, an affidavit of possessory right was filed by the 
claimants with the Bureau of Land Management. 

October 25, 1948, the land office issued an official receipt for the 
filing fee of the patent application. 

December 7, 1948, the Forest Service was officially notified by the 
Bureau of Land Management of the pending patent applications. 

January 13, 1949, final proofs were filed by the claimants with the 
land office. 

On February 8, 1949 (exhibit 71), the claimants were advised by the 
Bureau of Land Management that the purchase money due was 
$2,375, at the rate of $5 per acre or fraction thereof, and they were 
advised that upon the receipt of a properly executed application to 
purchase, and the required amount of money, the papers would be 
examined with the idea of issuing final certificates. 

February 10, 1949 (exhibit 75), the company filed an application to 
purchase all of the claims. 

February 17, 1949 (exhibit 74), the Bureau of Land Management 
issued its official receipt for the entire price of the property in the 
amount of $2,375. 

I have read much about the $5 per acre price at which this land 
was “sold’’. Please let me emphasize that this price is fixed by law, 
that the Interior Department has nothing to do with fixing it, and in 
any event was the amount billed and the sum paid in 1949 and 
receipted for under the previous administration. 

March 17, 1949 (exhibit 51), the regional forester advised the 
Bureau of Land Management as follows: 

“Thanks to Mr. Hattan, my attention has been called to the fact 
that I neglected to ask you to withhold action on this application 
until the Forest Service had had an opportunity to have these mining 
claims examined. Mr. Hattan is planning to examine these claims 
for us as soon as weather conditions will permit. Until his report is 
received, we will appreciate it if action can be withheld in accordance 
with the provisions of regulation 44LD360.” 

This is directed to your attention for the reason that Mr. Hattan 
was an employee of the Bureau of Land Management and not of the 
Forest Service; that the Forest Service had been notified 3 months 
pope of the filing of these claims and apparently had done nothing 
about it. 

Your attention is directed to the fact that one of the complaints of 
the McDonalds at all times has been that the Bureau of Land Manage- 
ment asked the Forest Service to intervene in this proceeding; that 
the proceeding was before the Bureau of Land Management; that 
the Forest Service used a Bureau of Land Management employee to 
make an examination for the Forest Service, while at the same time 
the Bureau of Land Management was undertaking to judge the 
validity of the claims. 

In this connection your attention is directed to a photostatic copy 
attached to this statement of a letter from Mr. F. W. Libbey, director 
of the Oregon State Department of Geology and Mineral {udtgetvien, 
dated June 9, 1953, and addressed to the Hiswrebie Harris Elisworth, 
the last two paragraphs of which are as follows: 
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“Although I hold no brief for people who locate mining claims for 
the purpose of obtaining timber, I believe that Bureau of Land 
Management people have set up roadblocks in the way of legitimate 
mining claim applications for patent whenever there is timber on the 
claims, and have been making their own rules concerning the legal 
definitions under the mining laws. 

“Tt seems to be fairly well established that both the Bureau of 
Land Management and the Forest Service will battle to the last 
ditch the patenting of mining claims which contain merchantable 
timber irrespective of the mineral values on the claims.” 

April 6, 1949, the Bureau of Land Management issued its ‘‘register’s 
final clearance of mineral entry,’ stating, however, on the certificate, 
“patent will be withheld by the Bureau of Land Management pending 
a report by the regional administrator, region 10, upon the bona 
fides of the claim.” 

April 14, 1949 (exhibit 75), claimants were advised by Mr. Leonard 
B. Netzorg, of the Bureau of Land Management, that “the Forest 
Service requested this office on December 15, 1948, to make a field 
examination and report on the mineral application because it does 
not have employed a qualified mineral examiner.”’ 

It will be noted that the date stated in this letter (December 15, 
1948) does not conform to the date of the letter of the Fores: Service 
just quoted (March 17, 1949, exhibit 51). 

About this same date the Bureau of Land Management caused all 
23 of the claims to be transferred to the tax rolls of Jackson County, 
Oreg., and listed on the county tax rolls for taxation in the name of 
Al Sarena Mines, Inc., Subsequent thereto, there is a tax receipt in 
the file showing that the mining company paid 1950-51 taxes in the 
amount of $413.29 (exhibit 80 in the files). 

February 10, 1950 (exhibit 50 in the file), the Bureau of Land 
Management, Washington, ordered adverse proceedings against 
allowing the claim on the ground that there was no adequate proof of 
mineralization or of necessary improvements. The Bureau of Land 
Management knew at the time that the claims were in a national 
forest. 

March 14, 1950, a month later (exhibit 49), the Bureau of Land 
Management reversed its position and ordered the adverse proceed- 
ings vacated on the ground that such proceedings, if any, should be 
brought by the Forest Service 

April 13, 1950, the United States Forest Service filed notice of 
protest against 15 of the 23 claims, based on charges that the lands 
were not mineral and that proper amounts had not been spent for 
their development, and asking the claims be declared null and void. 

April 25, 1950, notice of this contest was sent to Al Sarena by 
os mail. 

Lay 22, 1950, Al Sarena filed an answer denying the Forest Service’s 
charges, demanding a patent. 

June 6, 1950, Congressman Frank W. Boykin, Alabama, wrote to 
the Secretary (exhibit 47), urging prompt investigation on behalf of 
Mr. McDonald who “‘is a close friend of mine and my constituent.’ 

August 9, 1950 (exhibit 46), memorandum to files by Mastin G. 
White, then Solicitor, Department of the Interior, stating that 
McDonald had asked for a speedy hearing; that he had promised a 
speedy hearing, and a teletype would be sent to the manager of the 
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land office in Portland fixing an early date for the hearing in this 
proceeding. 

August 9, 1950, Director Clawson of the Bureau of Land Manage- 
ment ordered the land office manager in Portland to hold an early 
hearing in the Al Sarena case. 

— 15, 1950, this was answered by a telegram objecting to an 
early hearing. 

August 17, 1950, Director Clawson sent a telegram to the regional 
administrator of the Bureau in Portland, stating: 

‘Upon request of Congressman Bo kin, Solicitor White assured 
him that a hearing on this case would be held prior to September 23 
in order to spare the company serious financial loss. Under the 
Sn a hearing prior to this date is essential. Please arrange 

or it.” 

On the following day the land office manager sent to Washington 
for the file. 

September 13, 1950, a hearing was held on the claims before the 
Bureau of Land Management, Portland. A transcript of the hearing 
is in the files. At the hearing the attorney for Al Sarena filed demur- 
rers and insisted they be ruled on before proceeding with the hearing. 
He contended he had an agreement with Mastin White, Solicitor, 
that the matter would be heard according to the rules of the Federal 
courts rather than the rules of the Department, and when the examiner 
refused to proceed in that manner, a scene ensued in which the Al 
Sarena attorney and prospective witnesses quit the hearing and 
refused to attend. Any such agreement is explicitly denied by Solic- 
itor White (exhibit 77) but was still insisted upon by Al Sarena 
counsel. 

October 2, 1950, Pierce M. Rice, manager of the Portland office, 
who had heard the case, sent his views to the Director of the Bureau 
of Land Management, Washington, with only a recommendation 
instead of a decision, stating that because of demeanor of counsel for 
the mining company, an orderly hearing had not been held, but he 
was submitting the case with only a recommendation that the claims 
be denied. In his findings, however, he states a summary of the 
evidence of the Forest Service by Mr. Robert G. Leavengood, timber 
management assistant, “He estimated that the present merchantable 
timber to have a value of approximately $77,000 and if cut, there 
would remain a 25 percent stand of 8-to-14-inch growing stock.”’ 

November 2, 1950 (exhibit 84), Associate Director Zimmerman, 
Bureau of Land Management, sent a letter to Congressman Boykin 
advising him that ‘Solicitor White had requested that the decision in 
the case be expedited. The matter is under immediate consideration 
and it is hoped that the decision will be out in a very short time.’ 

November 24, 1950 (exhibit 52), the Washington office sent the case 
back to the Portland office with directions to make a decision. 

December 14, 1950 (exhibit 34), the Portland office rendered a 
decision sustaining the Forest Service. 

April 27, 1951 (exhibit 51), the Assistant Director, William Zim- 
merman, of the Bureau of Land Management sustained the decision 
of the Portland office. 

The matter was appealed to the Solicitor on June 1, 1951 (exhibit 
27), and, so far as the record discloses, no action was taken from that 
date for the following 20 months prior to the time I assumed office in 
February 1953. 
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THE ALABAMA SUIT 


July 31, 1951, the company started suit in the Federal district court 
in Alabama against Oscar Chapman, Secretary of the Interior, to com- 
pel delivery of the patents (exhibit 70). Since neither the claims nor 
the land nor the Secretary were in Alabama, it would be clearly ap- 
parent that there was no jurisdiction in the court. Interior referred 
the matter to the Justice Department to defend on August 24, 1951. 
Justice filed a motion for summary judgment (exhibit 68). 

September 12, 1951 (exhibit 67), Justice filed a motion to quash the 
proceeding. It would seem that if these motions had been called up 
in court at any time, the Alabama suit would have been dismissed 
and the way cleared for departmental action, but, in fact, this suit was 
po as an excuse by the Department to keep from passing on these 
claims. 

An example is an undated memo in the files which you may identify 
as “exhibit 65,”’ photostat attached, which says: 

“We will keep this ‘on ice’ until after the final disposition of the 
Alabama case. (Signed) M. G. W.” 


THE MISSING RECORDS 


After the violent protests from the McDonalds that they had been 
shabbily treated, that much of their own evidence was not of record, 
and that a lot of evidence which had been filed had not been sent to 
Washington, I caused inquiry to be made of the Portland office as 
to whether there were additional papers and documents in that office 
which had not been sent forward, and some documents were forwarded. 

These may well have been omitted from the record because of the 
confusion that arose at the hearing and because they had been tendered 
at other times, or because of the admitted confusion or reluctance on 
the part of the manager of the Portland office to pass upon the question. 

The fact that the record was not complete is, I believe, substantiated 
by exhibit No. 90, a letter from Solicitor Mastin G. White, dated 
August 3, 1951, addressed to Al Sarena Mines, which says [carbon 
in the files]: 

“Tt appears upon the basis of your letter dated June 23, 1951, as 
pr sooo by information received from the manager of the land 
office to the effect that the reporter failed to obtain a complete tran- 
script of the earlier portion of the proceedings at the hearing on Sep- 
tember 13, 1950, that if you desire a further opportunity to submit 
evidence bearing on the question whether cob mineral deposits 
have been discovered on the claims involved in your appeal (A—26248), 
it would be appropriate to remand the case for a Anis nue ar hearing 
with respect to that issue. * * *” 


THE CLAIM THAT THE PREVIOUS ADMINISTRATION HAD DENIED 
THESE CLAIMS 


The statement has been frequently made in the press and perhaps 
in your record to the effect that these claims had been denied by the 
previous Secretary of the Interior. The statement is not supported 
i any manner by any document of any kind in the record. On the 
contrary, there is a letter dated September 27, 1952, p rted to be 
written from Mr. George F. Rock, attorney in Denver, which says: 
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office. 


“T will appreciate it very much if you will make inquiry into this 
matter at your first opportunity and Jet me know if anything can be 
done toward arriving at an amicable settlement. 

“With very best personal wishes, I am, 

“Sincerely yours, 


In reply to that letter, there is a carbon copy oe a letter eal 
Chapman wrote as follows, on October 9, 1952: 

“Dear GeorGe: In compliance with the request contained in your 
letter of September 27 to me, I have inquired regarding the status of 
the appeal of Al Sarena Mines, Inc., which is pending in the Office of 


the Solicitor. 


“The appeal (A—26248) is from a decision of the Assistant Director 
of the Bureau of Land Management, who held for cancellation mineral 
entry Oregon 0665 insofar as that entry embraces 15 lode-mining 
claims situated within the Rogue River National Forest in Oregon. 
‘After the receipt of the appeal by the Solicitor, and while it was 
under consideration, the corporation instituted in the United States 
District Court for the Southern District of Alabama a suit against the 
United States and the Secretary of the Interior. 
the same subject matter as the appeal in the administrative proceed- 
ing, further consideration of the appeal has been postponed until 
after the final disposition of the litigation. 
“Sincerely yours, 


In view of the substantial delays and the muddled state of the 
record in this case, I was frankly puzzled to know what to do with it. 
It seemed to me that there were three possible alternatives. 

The first and most obvious alternative was to send the matter back 
to the Bureau of Land Management in Portland to start all over with 
another hearing. 

At first that seemed to me to be the thing to do. 
sidered doing it, but in view of the fact that 5 years had then elapsed 
during which this matter had been dr 
accusations of collusion that the McDonalds were making against the 
Bureau of Land Management and the Forest Service, in view of the 
fact that the first hearing had broken up in confusion, in view of the 
fact that much of the evidence of the claimants either intentionally 
or unintentionally did not appear in the record which was sent to 
Washington, and in view of the fact that the hearing officer had been 
reluctant to render a decision, the record of the entire affair was not 
such as to inspire complete confidence in me of any speedy determina- 
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“Dear Oscar: You will recall that I mentioned a matter pending 
in your office when you were in Denver. 


The case is that of the 
Al Sarena Mines, Inc., of Trail, Oreg., and is pending in the Solicitor’s 


As the suit involves 
The suit is still pending. 


“Secretary of the I nterior.”” 


om other letters it is apparent that at least as late as November 
22, 1952, Secretary Chapmén had not passed on the case and bad not 
even considered it, and there are no records to the contrary, so far as 
the files disclosed. 


THE PROCEDURE ADOPTED 


I seriously con- 


ging along, in view of the 
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tion of the matter, and it seemed to me a certainty that to remand the 
claims to the same field office which made the original record would 
be a vain act. The same suspicions and hostile attitudes would be 
present and this course would simply defer any final disposition of 
the case another period of years. if there was merit in the claims, 
the claimants were entitled to a determination of the controversy so 
that they could finance operations if they wished and pay the taxes 
hooey were accumulating. If there was no merit, they should be so 
told. 

For these reasons it seemed to me that the alternative of sending 
the case back to Land Management was not a desirable alternative. 

The second alternative was to somehow get the matter into court and 
let the court decide it. This was discussed in detail but proved to be 
legally impractical. If the claims were sustained, of course nobody 
wean appeal. If the claims were denied, then it seemed clear that 
the Solicitor’s finding of lack of minerals would be conclusive on the 
court; and since that was the sole ground involved, the company 
could get no complete review in the courts, even though an adverse 
ruling were given. 

The third alternative seemed to be to get some independent assay of 
the minerals, if any, on these claims from some disinterested agency 
that was not a party to any of the previous controversy. I felt that 
I was in a situation quite comparable to that of a court in a case where 
4 doctors say the defendant is sane and should be executed and 4 
pg equally distinguished doctors say that he is insane and ought to 
go free. 

Under those circumstances the procedure is quite common that the 
court may call in disinterested experts of its own choosing, hear their 
testimony, and rely on it if it is believed reliable. 

The question was who could be chosen as an impartial medium to 
secure new assays and get the facts straight. Under those circum- 
stances and after staff discussion in Interior, as well as discussion with 
other lawyers on the Solicitor’s staff, I made up my mind that the 
thing vy was to submit the problem to the Bureau of Mines to 
secure new assays which would be dependable and beyond dispute. 

On June 4, 1953, I discussed the matter with Assistant Secretary 
Felix Wormser, in charge of the Bureau of Mines, and received some 
recommendations from him as to 1 or 2 prominent mining engineers 
whose advice might be dependable. 

Meantime, I had discussed the matter with Congressman Ellsworth 
on June 1, 1953. I told the Congressman that I was much disturbed 
as to who was believable in connection with the mineral content of 
these claims. As I recall, I told him that it would be very helpful to 
me and I would have much more confidence in the situation if he would 
get, for me the opinion of 3 or 4 mining apace who knew something 
about the property and who would give their opinion as to whether it 
was a sincere mining effort. 

Pursuant to that suggestion and apparently on June 4, 1953, 
Congressman Ellsworth wrote to four mining engineers who had 

reviously examined the property. A copy of his letter to them, as he 
orwarded it to me, is shown as exhibit 12a in a photostat attached to 
this statement. 

On June 24, 1953, Mr. Ellsworth submitted to me the originals of 
the responses to his letters of inquiry. His transmittal letter is 








wet » oe 





3 
S 
: 


72 THE AL SARENA CASE 


shown as exhibit 12, a photostat attached to this statement. The 
first response is by Alan Kissock & Co., 70 Pine Street, New York, 
exhibit 13, photostat attached, in which Mr. Kissock stated that: 

“There is, however, absolutely no question but that there is on the 
Al Sarena claims a tremendous mineralized area and in my opinion 
it is definitely a valid mineral discovery under the mining laws. * * * 

“T therefore suggested to the owners that they should: patent their 
ground and I understand they have sincerely complied with all the 
necessary requirements to do so. In my opinion this application for 
patent very definitely merits favorable consideration. 

“Very truly yours, 

“(Signed) Anan Kissock’’. 


The second letter is from G. Cleveland Taylor, a mining engineer of 
long experience, then living in Sacramento, Calif., and a registered 
professional engineer of that State, shown as exhibit 14, photostat 
attached. Mr. Taylor had been quite familiar with the mine as the 
registered mineral surveyor who had examined the claims. He stated: 

“T surveyed the claims for patent spending some 2 to 3 months on 
the ground, covering the area quite thoroughly, both on the surface 
and underground. 

“My conclusion was that a patent should be granted to the appli- 
cants. This has been for many years what might well be termed a 
legitimate mining operation * ; 

“The present owners, who acquired the rights of the original 
locators, have always regarded the mine as a broad zone and have 
predicated their activities on that theory * * *. 

“Of course a great deal of systematic drilling or other additional 
development work is necessary to actually prove a large low-grade 
ore deposit, but there appears to be sufficient widespread mineraliza- 
tion to prompt a prudent man to carry out such development.” 

The third letter is from Mr. D. Ford McCormick, who I believe has 
already appeared before your subcommittee and whose credentials, I 
understand, are as high as any mining engineer in that region, shown 
as exhibit 15, photostat attached. 

Mr. McCormick was, of course, employed as a consultant by the 
McDonalds, which quite naturally subjects him to the allegation of 
prejudice. Among other things, Mr. McCormick says: 

“Yes, I would say that the Al Sarena, Inc., group of claims has an 
excellent chance of mono into a large low-grade operation if a 
well planned development and exploration p is carried out at 
the time when circumstances are right for a profitable operation if the 
property proves out.” 

he next opinion is from Col. J. E. Morrison, a registered minin 
engineer of the State of Oregon, then in the United States Army, as 
understand it. His letter is attached as photostat exhibit 16a. 
Among other things, he said: 

“There is a fairly large area of porphyry on Elk Creek which has 
been subjected to one or more periods of mineralization. Gold, silver, 
and other metals have been deposited along the cracks, crevices, 
faults, and where the formation was porous enough for the mineral- 
izing solutions to penetrate. I have sampled and seen the assays of 
over a thousand samples from this mineralized area, Like all mineral- 
ized areas, the values do not run uniform throughout. Samples from 
the more mineralized areas will run as high as $10 or more per ton. 
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The low assays are obtained from the hard porphyry, which the 
mineralizing solutions had not penetrated. The Al Sarena people 
have studied this area and consolidated it into a group of claims. All 
23 claims, as I remember them, show evidence of this mineralization 
and do carry gold and silver values. 

“This property has been examined by a number of reputable mining 
engineers. Based upon the san and recommendations of these 
engineers, the owners have spent thousands of dollars and also their 
time in developing the property into its present state. There are a 
number of large, low-grade properties in North America that have 
made a success of the operation on lower values than those indicated 
at the Al Sarena. The 90-day test run proved to me it could be made 
a successful operation. To declare a portion of this group of claims 
to be nonmineral, in my mind, would be a gross injustice to the owners 
who have spent so much time and money in developing the property. 

“Again apenas for the delay in answering your letter. 

“Sincerely yours, 
“J. E. Morrison, 


“Mining Engineer. 
“Oregon Registry No. 1901” 


I have quoted these opinions of mining men in order that you might 
know that before taking any action on this matter I had secured what 
I felt was at least enough evidence to justify my regarding the patent 
eee as having been made in good faith. 

hese 4 engineers, 1 from New York, 1 from — Point, Oreg., 1 from 
Sacramento, Calif.,and 1 from the Army, wrote these letters, apparently 
with no consultation between themselves, and while they had all from 
time to time taken a look at this property, there is no evidence that 
they were receiving any compensation at the time, with the possible 
exception of Mr. McCormick, or had any interest in the matter beyond 
that which any professional engineer might have. 

Therefore, on September 3, 1953, I sent a memorandum to the 
Bureau of Mines and letters to the Al Sarena Mines, Inc., and Mr. 
McCormick, as their engineer, assigning the task and, as I believed, 
fixing responsibility. 

The letter to the Al Sarena Mines (exhibit 33-2) in the files is 
as follows: 


“At SARENA Mines, INc., 
“Trail, Oreg. 

“Gentlemen: Pursuant to my conversation with Mr. Garber, the 
following modus operandi is acceptable to me in acquiring further 
evidence of a valid discovery on your contested claims: 

“1. I should like N. E. Volin, a mineral expert from the Bureau 
of Mines in Spokane, to accompany Mr. D. Ford McCormick when 
samples are obtained for assaying purposes. In the event Mr. Volin 
is unable to take the assignment, he will designate one or more sub- 
stitutes from the Bureau of Mines who will be available. 

“2. The two men may arrange the time and place of ogee | to 
suit their convenience. They should meet as promptly as possible 
however. 

“3. Accurate record should be kept of the location from whence 
each sample is taken. 
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“4. Samples should be taken from each of the following claims: 
Henry ip (8 Pe J. W. Merritt, Rainboe, Sulphide, Delia McKinnon, 
Cougar, Oro Escondido, W. C. Leever, J. L. Grubb, J. D. McKinnon, 
Manganese Claim, Staples, Arroyo Verde, Alabama, and LaJolla. 

“You may take as many samples of whatever weight from each 
claim as you desire. 

“5. The samples should be retained in the possession of Mr. 
McCormick and the Government representative until shipped or de- 
livered to a qualified assayer who is acceptable to both men. 

“6. The assay report should be labeled so that they are easily 
identified to the claims from which they are procured and the reports 
sent to me promptly. 

“7, Mr. MeCormick’s salary and expense and the assaying costs 
will have to be borne by you. The Government will bear only the 
expense of its representative. 

“Very truly yours, 
“CLARENCE A. Davis, 
“Solicitor.” 


“Copy to: Director, Bureau of Mines; Congressman Ellsworth; Mr. 
D. Ford McCormick, Route 1, Box 125, Eagle Point, Oreg.”’ 

A copy of this letter was sent to the Bureau of Mines along with a 
memorandum (exhibit 33-3) which is as follows: 


“Memorandum 

“To: Director, Bureau of Mines. 
“From: The Solicitor. 

“Subject: Al Sarena Mines, Inc. 


“Enclosed please find a copy of a memorandum which I have sent 
to the above subject, and a copy of my letter to Mr. McCormick. 
They are self-explanatory. 

“In view of the fact that the company did not introduce evidence 
of discovery at the hearing for patent, it 1s my desire to give them this 
opportunity to make their showing. I am aware of the peculiar 
nature of the area that they say is mineralized and want to approve 
patent for them if the assays afford us the well-established legal basis 
therefor. All people concerned should, therefore, cooperate in obtain- 
ing samples and assays upon which no doubts will be harbored by 
anybody. The decision on the application for patent should be 
considerably easier after we have the new assays. 

“Mr. Armstrong of my office has talked to you and Mr. Miller 
concerning this matter and has been told that Mr. Volin at Spokane 
should be available to represent the Government when the assay 
samples are taken. I would appreciate your cooperation in sending 
him the suggested procedure and instructions to contact Mr. MeCor- 
mick at Eagle Point, Oreg. My principal concern is to have a 
qualified Government representative present to see that the assay 
samples are fairly taken from each claim and then delivered to a 
competent assayer. 

“CLARENCE A. Davis, 
“Solicitor. 

“Enclosure.” 

The letter to Mr. D. Ford McCormick on the same date (exhibit 
33-1) is as follows: 
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“Mr. D. Ford McCormick, 
“Route 1, Box 125, 
“Eagle Point, Oreg. 

“Dear Mr. McCormick: As you know, the Al Sarena patent 
application has been appealed to the Secretary of the Interior. The 
application, to this pomt, has been rejected on the ground that the 
company has not produced satisfactory evidence of a valid discovery 
on certain of the claims. 

“In an effort to determine the matter fairly, I have agreed with 
Congressman Ellsworth, who has interceded on behalf of the company, 
to ask you and Mr. Volin of the Bureau of Mines, or his substitute, to 
procure personally, sufficient samples of the deposits on each claim 
to afford adequate assays on which the Secretary can base his decision 
on the validity of the discoveries. 

“T am enclosing herewith a copy of the procedure which I have 
suggested for you and Mr. Volin to follow. I have also asked Mr. 
Volin to contact you promptly so that you can arrange the time and 
place of meeting, convenient to both of you. 

“Sincerely yours, : 
“CLARENCE A. Davis, 
“Solicitor.” 
“Enclosure. 
“Copy to: Director, Bureau of Mines.” 


This procedure of referring matters from one bureau of the Interior 
Department to another is actually very common. The Interior 
Department has several highly specialized bureaus of a technical and 
scientific nature which rank alongside any similar organizations in 
the country. The Geological Survey, the Bureau of Mines, the 
Bureau of Land Management, the Bureau of Reclamation, the Fish 
end Wildlife Service, all have the benefit of years of accumulated 
experience in certain technical fields. 

It has been a common practice for many years when matters arise 
within the field of one of these agencies regarding which another 
agency has expert knowledge to refer it to the second agency. This 
has been done whenever the Secretary feels uncertain of the position 
of a particular bureau. 

Proposed projects of the Bureau of Reclamation, for instance, 
have been submitted to the Geological Survey or the Fish and Wild- 
life Service for their appraisal of the situation. Projects of the Bureau 
of Indian Affairs are frequently submitted to these other bureaus for 
their advice and guidance. From time to time various Secretaries 
of the Interior have even set up special groups to advise in the solution 
of difficult problems. 

I am informed of one instance in which this very question of the 
amount of mineralization on mining claims was referred to the Geo- 
logical Survey, in the leading case of U. S. v. Cameron, involving 
minirg claims on the Bright Angel Trail in the Grand Canyon. In 
that case the Secretary referred the matter to the Geological Survey, 
and, I am informed, determined to follow the report of that agency, 
and was affirmed by the Supreme Court of the United States. 

This practice is common wherever the Secretary has felt that a 
bureau was overoptimistic in its plans, overzealous in its conduct, or 
where he feit the need of independent advice from one of the other 
agencies. 
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As a matter of fact, in the last 2 years the Department has set 
up an entirely new organization in the Office of the Secretary, called 
the technical review staff, for the specific purpose of reviewing pro- 
arg bureau actions and decisions and advising the Secretary regard- 
ing them. 

his case was not only a difficult one, but was one in which, in my 
opinion, the record was not dependable. 

The problem involved was to take new mineral samples, dependable 
samples, on these claims, and to have them accurately and honestly | 
assayed. I think it will be conceded that if assays showed adequate 
mineralization, these people were entitled to their patent under the 
mining law. 

The United States Bureau of Mines is a great technical organization. 
Out of it for many years have come the finest developments in the 
field of mineralogy that this country, and the world, have seen. | 
had then and I have now complete confidence in the integrity of the 
Bureau of Mines, and if I may say so frankly, I regret the numerous 
aspersions that have been cast upon what I consider to be loyal and 
faithful career employees of that Bureau. 

If the Bureau of Mines cannot be trusted to take mineral samples 
and have them properly assayed and report on them, then I wonder 
what agency can be trusted with an assignment of this character. 

It is, incidentally, just a little unfair to attempt to attribute to 
Secretary McKay in the first year he was in office all of the claimed 
errors of a Bureau which was completely built and staffed by the 
preceding administration. 

I should like to point out to you that the personnel of this Bureau 
had not been in any manner changed by the present administration; 
that all of these people, so far as I know, had been employed for many 
years as career people in the Bureau. 

Having submitted the matter in the manner that I have outlined, 
there is nothing that I can add of my own knowledge with reference 
to what was said or done until after the assays were completed. | 
should point out to you, however, that the taking of these assays, 
their preparation and their shipment, as I understand from your 
record, was all done directly by the Bureau of Mines and the mining 
engineer consultant of the applicants. 

T shall have to leave to the mining people the explanations of how 
this was done and what they did. pan only point out to you that 
from the time that I issued the instructions, September 3, 1953, until 
after the assays had been completed and the reports returned, neither 
I nor any other official of the Department of the Interior outside of 
the Bureau of Mines, so far as I know, had anything whatever to do 
with the taking, shipment or assaying of these samples. I relied upon 
the procedure adopted by the mining engineers. 
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THE REPORTS OF THE ASSAYS 


When the a were completed, as your records already show, 
duplicate originals were sent to the Bureau of Mines and to the 
claimants. 

The claimants, upon receipt of their copies of the assays, either 
brought or mailed, and I would have no way of knowing which, a set 
of the assays to Washington. On December 22, 1953, Mr. Garber, 
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Congressman Elisworth’s assistant, telephoned to make an appoint- 
ment for me to see the McDonalds, which according to our records I 
did on the morning of December 24, 1953. The assays do not bear a 
filing stamp of the Interior Department, because they had been hand 
carried and were delivered in person to me, and only matters received 
thro the Solicitor’s docket room bear the incoming stamp. I, in 
turn, handed them over to Mr. J. Reuel Armstrong, the attorney 
working on the case. 

They appeared to be duplicate originals of the assays. They were 
on the stationery of the assay company, and the transmittal letter 
was attached. 

Mr. Armstrong worked over them at some length. His notations 
are on the duplicate originals on which the work was done. Each 
assay number was checked against the corresponding claim from which 
it had been taken. Photostats of them, bearing his notations, are 
attached. 

On December 29, 1953, Mr. Armstrong came to my office, advised 
me that a check of the assays had verified what I had been told was 
the result, and we discussed what should be done about the claims. 
We were both in my office discussing the matter. We had not received 
the other set of assays which had gone to the Bureau of Mines, and I 
pr, me to Mr. Armstrong that we call Mr. Appling of the Bureau 
of Mines in Oregon to find out whether he had one of the sets of the 
“— and how the situation looked to him. 

The call was placed in my name. I am happy that your committee 
asked for confirmation of that call and that we produced not only the 
telephone slip showing the call but the operator who placed the call 
and made the slip originally, the clerk who has had the slip in custody 
since that time, and further verification by the Department’s tele- 
phone bill. We showed to you the originals, and we supplied photo- 
static copies for your record. 

Both Mr. Armstrong and I talked at some length (the telephone slip 
shows 18 minutes) to Mr. Appling. You have heard Mr. Appling’s 
testimony. He went over the substance of his report with us on the 
telephone and verified the authenticity of the duplicate assays in our 
possession. 

I especially questioned him about the whole matter, the methods of 
taking the samples, about how carefully they had been guarded against 
any possible tampering, about how they had been shipped, where to, 
and asked him why the assay house had been chosen in Mobile. Fi- 
nally, I asked him as a mining engineer who had been all over the prop- 
erty for several days whether, in his opinion, a man would be justified 
in developing the property. He stated that in his opinion the property 
was good enough to well warrant further development. 

Mr. Appling has already egg to you why these samples which 
he took had been sent to Mobile. My instructions to the Bureau of 
Mines were to select an assay house that was mutually acceptable to 
the Bureau and to the mining engineer of the claimants. <A choice of 
that nature, by the agreement of parties, is a very common practice, 
and in this particular case seemed particularly appropriate, in view of 
the friction and disagreement that there had been between the Bureau 
of Land Management, the Forest Service and the claimants. 

Mr. Appling advised me that before sending the samples to the 
Williams Co. in Mobile, the Bureau of Mines had wished to verify the 
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standing of the Williams Co.; that they had called the Bureau of 
Mines’ office in Nashville, Tenn., regarding the integrity of the 
Williams Co.; that the Bureau of Mines office in Tennessee had called 
the State geologist’s office of Alabama which had informed them that 
the Williams Co. was well known and a reputable assay house. They 
had also checked the fact that the Williams Co. was on the list of the 
Department of Commerce as a recognized assay house. These facts, 
of course, are in Mr. Appling’s report. They were also given to me 
on the telephone and seemed to me at that time adequate evidence of 
the mtegrity of the Williams Co., even though it was the home city 
of the claimants. 

I felt. justified in relying upon the same evidence of reliability on 
which the Bureau of Mines felt justified in relying. 

In this conversation Mr. Appling had gone over his entire report in 
connection with this matter. I asked him to send a copy promptly 
tome. As I recall, he told me that the copy which he had finished 
was not very well typewritten and he wished to have it retyped before 
mailing it in. At any rate, | was given to understand that it would 
arrive through Bureau channels in due course. 

I wish at this point to make very clear that I had before me all of 
the information and all of the evidence in this case, the assays and 
the information in the report, verified by Mr. Appling of the Bureau 
of Mines. 

THE OPINION 


Having this information, the only thing remaining to be done was 
the preparation of an opinion on the evidence before me. 

Before I came into the department, a draft. of opinion had been 
prepared, I am told, by staff members of the Solicitor’s Office, based 
on the record as it then existed, in which, as I have pointed out, some 
evidence of the claimants was missing. 

There is no record, however, that that preliminary draft opinion 
was ever considered by the previous Solicitor or signed by him. It 
did, however, contain a statement of the facts and a discussion of all 
of the procedural. points and irregularities of procedure which appear 
in the record. These were appropriate to any opinion and comprise 
the first 12 pages of the opinion in the case. 

The only point left to be determined was the question of whether 
there were adequate minerals on the claims. That, of course, from a 
legal standpoint, was the only question seriously involved. Whether 
the timber was valuable or not valuable; whether the McDonalds 
were wise people or foolish people, are points that are not material. 
If there was a discovery of minerals on these claims, the McDonalds 
were entitled to patents under the mining law. That was the only 
point left to cover in the opinion. It depended upon the acceptance 
of the validity of the assays and the report from the Bureau of Mines 
which appeared to show adequate mineralization. 

In acceptance of that fact, Mr. Armstrong prepared the last 2% 
pages of the opinion. The language was Todihed somewhat by me 
and the opinion released on January 6, 1954. 

At the time it did not occur to me to have been in any manner more 
expeditious than the occasion warranted. If the assays were accepted 
as authentic, that. terminated the controversy. 

I might also add, although perhaps it is petty detail, that these 
voluminous files do not make a record which is easy to work on inter- 
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mittently. I can well understand why Mr. Armstrong, after examin- 
ing these assays and having gone back over this complicated record, 
felt that he knew as much aint it as he would ever know and wished 
to complete the opinion and put the matter behind him instead of 
holding it for another period of time and going through it all over 
again. I think perhaps I shared that feeling. 

You must not forget that there had been a constant complaint 
about delay and a constant pressure for action on this matter through 
the whole 5-year period that it had been pending. I have intention- 
ally quoted repeatedly from the files to show that under both the 
sais administration and my own there had been pleas to expedite 
action on the matter, and numerous directives to hasten action had 
been issued. 

The record in the files shows a line of correspondence from Congress- 
man Boykin of Alabama, highly endorsing the McDonald family and 
repeatedly asserting that they were being abused and were being 
damaged by delay and urging that prompt action was necessary. 
These letters of the Congressman are all photostated and attached 
to this statement. 

In addition to these letters there are numerous other departmental 
orders and communications, all urging expeditious handling of this 
matter. There are also several other letters from Congressman Ells- 
worth, which also are photostated and attached to this statement, 
directed toward urging some kind of a termination of this controversy 
and avoiding further continued delays. 

In order that the record in that connection may be complete and 
convenient to you, I should tell you that our records indicate that dur- 
ing the time from February 17, 1953, when I came into office, until this 
decision was rendered, there were four telephone calls from Mr. 
Elisworth’s office to me on which I talked to either Mr. Ellsworth or to 
Mr. Garber, the general substance of which was a plea to expedite this 
decision. These telephone conversations occurred on April 22, May 
4, May 5, and June 25, 1953, and in addition to that I talked to Mr. 
Ellsworth on June 1 and August 4 in my office. 

These calls and telephone conversations were similar to the dozens 
of other calls which the Solicitor’s Office received from numerous 
Members of the Senate and the House when they have matters pend- 
ing for constituents before the Department. 

Mr. Chairman, the language has been used that there was some kind 
of “high level interference” in this case. I am a little puzzled as to 
what is meant by that term. I have placed before you very completely 
the evidence with relation to the various Members of Congress. If 
you mean by that term interference by Members of Congress, you may 
judge of it i the record before you. 

If you mean by “interference’’ that the Secretary has overruled 
the decisions of one of the numerous bureaus, then I must protest the 
use of the language. 

The Secretary of the Interior, and by delegation in this case, the 
Solicitor, is the final judge of the decisions of the Department. All 
of the actions of this vast army of 50,000 people employed by the 
Interior Department can be appealed ultimately to the Secretary 
for decision. 

The system is quite comparable in structure to our judicial system. 
In both there are numerous decisions made in the field or in the trial 
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court. They may be appealed to bureau chiefs or to circuit courts, 
and may be appealed to the Secretary or the Supreme Court. If the 
Supreme Court reverses one of the trial courts, is that “high-level 
interference’? Let me point out to you that when one criticizes a 
decision of the Secretary merely because it does not follow the decisions 
of the lower bureaus, one is really criticizing the American system of 


appeals. 

To say that the Secretary should not reverse field decisions or 
decisions of the bureaus is simply to argue that the decisions of field 
offices or bureaus should be final, and that we should have a govern- 
ment by bureaucracy without interference from the elected executive 
branch. I hope it was not meant to imply that I am in error merely 
because I reverse the decision of some bureau. If so, then there is 
no need for a Solicitor, there is no need for Assistant Secretaries, and 
there is little need for a Secretary himself. 

And let me, as a relative newcomer to the Federal Government, 
point out to you some startling things that occur by reason of the 
type of thinking which says that no one should interfere with bureau 
decisions. 

Not long after I came into the Interior Department, I had occasion 
to review a decision of the field officer of one of our bureaus. I was 
discussing it with the bureau chief, and it seemed to me the decision 
was wrong. He was inclined to agree with me, and I asked him what 
he would do. He said in substance, “I will have to sustain the boys 
in the field because if I don’t sustain them, they will not sustain me.”’ 
Such a statement, of course, amounts to saying that an appeal is 
useless and, that the decisions of bureaucracy should be final. It 
amounts to a complete abdication of the right of appeal and of the 
right of elected officials to interfere with the decisions of permanent 
employees who comprise the bureaus. 

I regret the necessity of pointing these things out in this statement, 
but the implication has been made in the press extensively that merely 
because a decision was rendered which did not agree with the decision 
in the field, the top decision was necessarily in error. 

There is also running through this case, and certainly through the 
newspaper comments upon it, a broad conflict of economic ideology. 

The wise use of our great national forests is a program supported 
by all of us. However meritorious that objective, I trust you will 

ee that we should never distort the law in order to attain it. I have 

ready set forth in this statement a letter from the Director of the 
Department of Geology and Mineral Industries of the State of Oregon, 
in which the Bureau of Land Management and the Forest Service 
are believed to be rary secu to the allowance of mining claims. 
The Department of the Interior, for several years, I would suspect, 
has been equally unsympathetic. 

I have already stated the law governing the approval of mining 
claims, as enunciated by the Supreme Court. It is to the effect that if 
the miner has filed on these claims, made improvements and discovered 
minerals in such quantities to Pp aed him in further exploration and 
development, the claims should be patented. 

It is not required that the mine should be fully developed or should 
have established a history of profitable operation. Neither is the 
timber on mining claims material to the allowance of the claim. 

That is the way the mining industry was built, and the maintenance 
of a healthy mining industry is just as essential to the economic well- 
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being of the United States as is the maintenance of other basic indus- 
tries. For — years the a ee ce has perp oie 
in @ program of encouraging min prospecting and development. 

Much of the economy of the Western States has been based upon 
mining. The results of mining operations are always speculative, 
since it is never possible to state with certainty the value of the min- 
erals under the ground. 

The patenting of mining claims over the years, therefore, has gone 
forward by the thousands, based only — a discovery and the hope 
that a profitable venture can be developed. This must be remembered 
in any consideration of mining problems. 

Nevertheless, a few years ago, the Department of the Interior 
attempted to inject into the mining laws a standard of discovery which 
required profitable operation and a showing that the mineral deposits 
had the greater comparative value than other uses. This is not the 
standard set up by law. 

The Department has the authority to open and close areas to mining 
locations. When lands are opened, they are subject to the mining law 
- it exists. When they are closed no one can even stake a claim on 
them. 

To allow mining claims to be located and then to judge them on 
standards other than those set up by the Congress and the Supreme 
Court is administrative legislation. 

If we are to adopt the philosophy that any department of govern- 
ment is to be vested with such vast powers, then it should be done by 
an act of the Congress and not by administrative decision. 


THE TIMBER VALUES 


I am reluctant to discuss the timber values, because I must 
reemphasize at all times that the value of timber on mining claims is 
not material; that the Congress has never passed legislation which 
denies mining claims merely because there is timber on them; but 
there has been comment in the press and I believe from some of the 
members of — subcommittees to the effect that these claims con- 
stitute a timber grab. Let me point out: 

1. At this time these claims were filed on as mining claims, there 
can be no dispute that similar timber could have been purchased in 
Oregon for as low as $2 and $3 an acre. The fact that all the claims 
were staked between 1897 and 1939 would demonstrate conclusively 
that at least in the beginning there could have been no thought of any 
profits out of the timber. 

2. The only testimony in the record at the time I passed on the 
case was the testimony of Mr. G. Robert Leavengood of the United 
States Forest Service, who has been employed by that agency as a 
timber management assistant and whose duties were the preparation 
of timber sales in that district. His testimony is: 

“We have the two values, the overstory and merchantable timber 
which could be harvested, incidentally * * * the appraisal on that, 
using the roads and cutting the timber which the Forest Service would 
normally cut, leaving perhaps 25 percent standing as growing stock, 
the value of the timber which we would cut now runs about $77,000 
on the contested claims.” 
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Admittedly, timber has increased in value since this record was made 
up in 1950, but I have difficulty in believing that it has increased as 
fantastically as some of the figures which have been so freely used. 

3. If the mine had been developed, even without the issuance of 
any patent, the timber would have been available for the purpose of 
timbering the mine if underground workings were pursued and would 
have been largely lost to the Government. Even Mr. Hatton, who 
examined this property for both the Bureau of Land Management and 
the Forest Service, in his report said that large amounts of timber 
would necessarily be used in any underground mining operation, and 
he further said: 

“Of the mining methods mentioned above, the central mass, being 
a low-grade proposition with suitable topography, could robably best 
be mined by the block caving method. In any event, this method is 
the cheapest yet devised for large-scale mining of low-grade deposits.” 

Such methods, it seems to me, would be destructive of any sustained 
timber yield. I cite these merely as things to be considered in connec- 
tion with the charge so freely made that this is only a timber mining 
proposition. 


IN CONCLUSION 


I am a lawyer. This whole controversy is not now and never has 
been anything more to me than another lawsuit between contending 
parties. 

The problems involved are legal and are not political. 

I heard the case in the same mental attitude as any appellate court 
would hear a case on appeal, trying, from a confused record, to ascer- 
tain the truth. 

I regret that others have chosen to try this case in the newspapers 
and to try it on issues which in large part are quite immaterial to the 
actual problems involved. The Department has been subjected to 
long weeks of criticism, and I am very grateful for the opportunity, 
at last, of laying before you all of the facts and circumstances. 


House or REPRESENTATIVES, 


Washington, D. C., June 1, 1958. 
Hon. Ciarence Davis, 


Solicitor, Department of Interior, 
Washington 25, D. C. 

Dear Mr. Davis: This letter is in further reference to the Al 
Sarena Mines, Inc. case, Oregon No. 0665, now pending in your office 
on Ape and concerning which I have sent previous communications. 

The issue at this point, and actually the basic issue from the begin- 
ning in this case, is the question of a valid mineral discovery such as 
would warrant a reasonably prudent man in developing and extracting 
the minerals from the deposit, The act of making application, under 
oath, for patent creates the presumption that the applicant has made 
such discovery and stands ready to support such presumption. The 
Government, with its obligation to protect the auch us domain, has the 
privnene of investigating and determining the validity of the applica- 
tion, the supporting evidence of mineralization, and compliance with 
the mineral laws of the United States. Obviously a file for a patent 
application which is deemed to lack the usual legally sufficient evidence 
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of mineralization creates a duty upon the officials of the Federal 
Government to take such steps as are necessary to verify the sworn 
documents of the applicant. | 

It is akc in the instant case, in connection with the proceedings 
heretofore had, that the application involved is not the usual common 
application for patent covering an area within which is located only a 
vein or pocket of enriched mineral. In contrast, this application covers 
what is legally recognized in the courts and by the Mineral Division of 
the Bureau of Land Management as a broad-zone claim. __. 

At the request of the regional cadastral engineer, the applicant made 
an extended survey showing the interior lines of claims which would 
fall within the exterior boundaries of the broad-zone claims. This 
involved expense beyond that required for survey of a broad zone of 
nec mien ema et and beyond the cost of the lands involved and 
necessitated nearly a year’s delay in time. The record shows that the 
examiner then used these additional lines, obtained at additional 
expense to the applicant, to treat the application not as a broad-zone 
claim ve as filed, but as an application for 23 separate claims. 

In a broad-zone claim the mineralization is widely dispersed rather 
than concentrated within a pocket or vein. The limited mass of 
mineralized rock has the required essentially genetic oneness, and has 
well defined boundaries closely separating it from the surrounding 
rock. Some areas within these well defined boundaries will be sub- 
stantially richer in mineralization than others, but the general mineral 
characteristics will persist throughout the broad-zone mineralized 
area. Such a deposit is generally practical of development only as a 
large volume, low-grade mining operation. 

his concept becomes important in this case in understanding the 
nature of the decisions and contest action, bringing it on to its present 
status. 

Turning to the specific issue of proof of mineralization in this case, 
the applicants, looking toward the development of the deposit for a 
mass production low-grade mining operation and toward patenting 
_ the = of a broad-zone claim, prepared their initial papers toward 
this end. 

Despite the fact that more than 2,000 assays were of record and 
pulps available to the Department for verification and comparison 
with the assay records, the examiner in the regional office requested 
that the applicant perform additional sampling and submit assay 
reports for his report and record, made by impartial laboratories, and 
in his own specified form. 

The file in this case is now devoid of this data showing the precise 
location of each sample taken and the assay reports showing minerali- 
zation, and which evidence is essential to any bona fide adjudication 
of the application on its merits. These reports are entirely missing. 

A search of the file by Bureau of Land Management personnel and 
a further search by a representative from my office failed to reveal 
any of the correspondence between the regional office and the appli- 
cant concerning the receipt of such assay reports or the assay reports 
themselves which were submitted in further proof of mineralization. 

To illustrate, I quote from a letter dated January 4, 1950, addressed 
to Mr. H. P. McDonald, Jr., secretary-treasurer, Al Sarena Mines, 
Inc., 408 First National Bank Building, Mobile, Ala., and signed by 


Mr. Elton M. Hattan, mineral examiner for the Bureau of Land 
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Management, region 1, Swan Island Station, Portland 18, Oreg. In 
the second paragraph of the letter, Mr. Hattan states: ‘My report 
was completed and submitted last month. The December 27 letter 
did not reach here in time to include any of the information which 
was enclosed with it. The assay results submitted by you in August 
and September were incorporated in the report.” 

The file does not disclose a single one of the assay reports, receipt 
of which is acknowledged by Mr. Hattan, and which he stated were 
incorporated in the report. 

In the third paragraph of the same letter, Mr. Hattan states: ‘“The 
information supplied as to the exact place of taking the samples last 
reported by you is not clear. If you will supply more definite informa- 
tion, I shall be glad to — such information in a supplementary 
report.” This is followed by requests for very precise survey descrip- 
tive data which would enable a person to locate the precise point from 
which an assay sample had been cut. The information which was 
transmitted pursuant to this request is not in the file and contrary to 
Mr. Hattan’s statement, there is no supplementary report in the file 
carrying such data. 

None of the assay reports transmitted on 20 samples, receipt of 
such reports being acknowledged by Mr. Hattan under date of Janu- 
ary 4, 1950, are in the file. 

Under date of December 19, 1949, Mr. Hattan transmitted his report 
to the regional forester, Mr. H. J. Andrews, and to the Interior De- 
partment in which he denied mineral discovery on 15 claims. This is 
apparently the report referred to in his letter mentioned above, and 
accompanying which none of the evidence furnished by the applicant 
as to mineralization was transmitted with the record; nor is there 
present any supplemental report referred to in Mr. Hattan’s letter. 

Following this report, the docket sheet shows an entry “adverse 
proceedings vacated.’ Thereafter the lands were placed upon the 
tax rolls of Jackson County, <a i by the Bureau of Land Manage- 
ment regional office. Notice of Forest Service contest was thereafter 
received by the applicant and such action was protested by the 
applicant who gave notice that all evidence of bona fides, samples 
and assays were again refiled and resubmitted under oath for the 
record. The case went on to hearing on the basis of the incomplete 
file, lacking the applicant’s evidence of mineralization. Counsel for 
the —— demurred and when the demurrers were overruled, 
made formal appeal to the Secretary of Interior which appeal was 

anted. Within the time limits prescribed by regulation, counsel 
or the applicant gave notice of refiling all evidence of mineralization 
for the record for a third time. The record came on to the central 
office still devoid of this evidence and the decision of Regional Man- 
ager Rice, dated December 14, 1950, was transmitted to the Bureau 
of Land Management — the validity of 15 claims within the 
broad-zone claim, essentially repeating the substance of the previous 
decision by mineral examiner Hattan. 

From this history it is abundantly clear that the —— was 
willing and cooperative, and at very substantial cost to himself en- 
deavored to place in the record evidence of mineralization in support 
of his application. Although this evidence was acknowledged and 
received and the applicant was led to rely upon the statements of the 
agency that such evidence had been or would be placed in the file, 
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these om either were never placed in the file or were removed 
thereafter. In consequence, this case went to adjudication and went 
to hearing without the supporting data as to mineralization submitted 
by the applicant. 

It is a matter of conjecture whether the decision at any point, 
regardless of collateral testimony of witnesses and experts, won a 6 have 
been accepted as sufficient in the absence of the applicant’s evidence 
of mineralization as — the Government’s assay reports, all of 
which are in the file. If not in substance, at least in effect, the result 
accomplished was essentially in the nature of accepting the evidence 
of the contestant and Sg rag the evidence of the contestee. 

Such action, willfully done, would constitute fraud and_vitiate 
every action and decision predicated upon the incomplete file. At 
the very least, however, the lack of this evidence of mineralization 
in the file deprived the applicant of a substantial legal right to have 
his evidence considered; and any action taken in the absence of such 
data cannot result in any semblance of justice. The action taken in 
denying patent on the 15 claims is claimed to be justified on the 
record as it stands; but the record as it stands is a sham and a deceit 
to those who were called — to pass judgment, and is prejudicial 
to any fair decision as to the rights of the applicant. 

A basic function and obligation of Government is to administer 
justice. Wherein the Government or one of its agencies, in the 
course of such action, finds itself in the combined capacity of a party 
at interest, prosecutor, judge, and jury, the sovereign is called upon 
to exercise the highest degree of impartiality and for this reason the 
burden of proof is placed on the Government to assure fairness and 
equity to its citizens. 

The Government should as quickly assert its powers to remedy any 
defect prejudicing its citizens as it would insist on such remedying of 
any defect prejudicing the Government. Accordingly, it would appear 
to be only fair and reasonable in the instant case that this record at 
this time be made whole by the uncovering of the missing mineraliza- 
tion reports in particular, and other correspondence and papers per- 
tinent to the action in this case which are likewise not present in the 
file, securing the originals if possible or certified copies where originals 
are not evatlahle. and the record reviewed and considered as it should 
have been at the time the mineralization showing of the applicant was 
complete. Had all proofs of mineralization been in the record, it is 
reasonable to assume the case would never have gone to contest. 

It is pertinent to note that the report of the mineral examiner who 
transmitted the Government assay reports, but did not transmit those 
of the applicant, was of such a nature that no other individual studying 
the report. could reasonably reach any other conclusion than that 
expressed by him. It is little wonder that the decision of the regional 
director of almost a year later, in December of 1950, essentially 
reiterates the statements of the examining engineer in his earlier 
report. 

t is in point, I believe, to refer to the United States Geological 
Survey Bulletin No. 893, entitled “‘ Metalliferous Mineral Deposits of 
the Cascade Range in Oregon.” This report carried information on 
an examination made in the early 1930’s and published in 1938, 
carrying exhibits (pls. 3, 6, and 22) and reporting on part of the 
instant property then known as Buzzard’s mine, on pages 131 and 
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132. Since that date, the development work on the broad-zone 
claims involved in the application and including the Buzzard’s mine 
operation has been more than doubled. 

There are more than a mile of tunnel workings, numerous surface 
pits, shafts, cuts, and winzes. Roads have been built involving sub- 
stantial expenditures; geophysical examination has been made as 
further proof of the existence of the broad-zone mineralization and 
which information the mineral examiner refused to permit in the 
record. At this time there is in place at this mine a 125-ton-capacity 
mill and machinery for floatation, jigging, tabling, and cyanidation. 
The expenditure in development of this property aggregates more 
than a quarter of a million dollars. 

The foregoing facts are easily discernible. Certification of the 
United States mineral surveyor certifying as to the nature, extent, 
and value of the work performed on and character of the property, 
and the further certification by the United States cadastral engineer 
are present. The applicant’s full proof of mineralization is absent. 
In view of this, it is my desire that this record be made complete. 
Accordingly, it is my request that the Department defer further action 
and decision on this case until the applicant’s evidence of mineraliza- 
tion—whether it be the originals of reports filed or whether it be 
certified copies or next best evidence—is secured. 

As to the procedure for carrying out this recommendation, I have 
no specific proposal, but trust that some plan may be developed 
which will not compound the injustice and the cost to the applicant in 
again producing for the record what he has already produced, and at 
the same time will enable the Government to fulfill its duty under the 
mineral law of the United States. 

Sincerely yours, 
Harris Evtsworrs. 


os 


State OF OREGON, 
DEPARTMENT OF GEOLOGY AND MINERAL INDUSTRIES, 


Portland, June 9, 1953. 
Hon. Harris Evtsworrs, 


House Office Building, 
Washington, D. C. 

Dear Mr. Etiswortu: This is in reply to your letter dated June 4 
concerned with the patent application of the Al Sarena Mines, Inc., 
in Jackson County. 

I am sorry that I cannot give you an opinion and answers to a 
questions based on a personal examination of the property. How- 
ever, some members of our staff visited the property in the early 
1940’s and I also have had some up-to-date information from Mr. 
D. Ford McCormick, consulting engineer at Eagle Point. I have 
confidence in Mr. McCormick’s opinion and judgment, even though 
he has, I understand, done consuiting work for the owner of the Al 
Sarena mine. 

Based on information given me by Mr. McCormick, I would feel 
that there is a possibility of a large low-grade disseminated ore body 
containing probably gold, silver, lead, and zinc. It appears that the 
rocks of the area, consisting of volcanic breccias, rhyolite, and ande- 
site, are altered and bleached, and Mr. McCormick states that he 
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sampled over a considerable area on the surface by digging surface pits 
and found mineralization disseminated in sufficient amounts to war- 
rant the opinion that a large low-grade deposit might be developed. 
You will, of course, understand that proving the"occurrence of a large 
deposit is a very expensive proceeding since everything about the ore 
body should be known, including size and quality, before plans may 
be made safely for the design of the proper kind of treatment plant. 
That is the reason why only large experienced and well-financed 
companies are able to develop the large low-grade mineral deposits. 

Going back to your question regarding valid mineral discovery under 
the mining laws, I feel that because of the underground evidence of 
economic mineralization as described in our reports and the report in 
United States Geological Survey Bulletin 893, Metalliferous Mineral 
Deposits of the Cascade Range, Oreg., as well as the record of produc- 
tion, there could be no valid question raised against the legality of 
mineral discovery of the claims upon which the minerals have been 
developed. I assume from your question regarding a large dissemin- 
ated deposit that the Bureau of Land Management has questioned the 
sufficiency of mineral discovery on claims included in the patent 
application which do not have economic minerals exposed in the under- 

ound workings. It seems to me in this case, also assuming that Mr. 
McCormick’s statement is accurate, the claims on which pits were 
dug, and gold, silver, lead, and zine values found, would certainly 
qualify as legal locations under the mining laws. 

Although Thold no brief for people who located mining claims for the 
purpose of obtaining timber, | believe that Bureau of Land Manage- 
ment people have set up roadblacks in the way of legitimate mining 
claim applications for patent whenever there is timber on the claims, 
and have been making their own rules concerning the legal definitions 
under the mining laws. 

It seems to be fairly well established that both the Bureau of Land 
Management and the Forest Service will battle to the last ditch the 
patenting of mining claims which contain merchantable timber 
irrespective of the mineral values on the claims. 

Sincerely yours, 
F. W. Lissy, Director. 





Hovse or REPRESENTATIVES, 
Washington, D. C., June 24, 1958. 
Hon. CLarENcE Davis, 
Solicitor, Department of the Interior, Washington, D. C. 

Dear Mr. Davis: As agreed upon at the time of our last discus- 
sions in reference to the Al Serena Mines, Inc., case, Oregon 0665, I 
have made inquiry of sources as nearly unbiased in their judgment as 
I could find and at the same time having some substantial mining 
and engineering knowledge on which some objective opinion might 
be based. 

I am transmitting herewith originals of four responses to my letters 
of inquiry. Also a copy of the text of the letters directed to each of 
these parties. An inquiry was directed to a former director of the 
State department of geology, who is now a colonel in the Air Forces. 
I discover that he is on leave and my letter apparently had not 
caught up with him. 
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Three of the parties are professional engineers of high standing in 
their profession and whose integrity I do not believe can be ques- 
per Mr. McCormick is a registered professional engineer and is 
on the Oregon State Board of Engineer Examiners. r. Kissock, 
in particular, is one of the country’s outstanding experts in the mining 
field, listed in Who’s Who, with more than 30 years’ experience in 
responsible capacities as engineer and metallurgist aad for more than 
10 years engaged in mining consultant work. 

This inquiry on my part satisfies me that there is no reasonable 
question as to the bona fide nature of the mineral discovery and 
compliance with the mining laws by the applicant for patent. | 
thought you would like to have these statements for consideration and 
comparison with any reports received as a result of the check which 
you expressed the desire to have made through reliable sources. 

With cordial regards. 


Sincerely yours, 
Harris ELLsworrs. 


JUNE 4, 1953. 

It is my understanding that you have some familiarity with the 
Al Serena Mines, Inc., development in Jackson County, Oreg. It 
would be helpful to me if you would give me your objective estimate 
of the merit of this operation. 

The history of this property since the initial claims were staked in 
1897 or 1898 is rather familiar to me, as well as the developments in 
the last few years following the application for patent on the 23 claims 
in the broad-zone boundaries. 

I am particularly interested in any observations you may care to 
make as to valid mineral discovery under the mining law, and any 
opinions or observations you might have as to the potential develop- 
ment of a large-scale, low-grade mining operation. 

Also, I shall welcome any other comments which might be helpful 
to me in appraising the merit of the application for patent. Such 
information and comment as you may be able to give me at your early 
convenience will be greatly appreciated. 

Sincerely yours, 


Harris ELtsworrs. 


Auan Kiussock & Co., 


New York, N. Y., June 16, 1958. 
Hon. Harris Evtsworts, 


House of Representatives, Washington, D. C. 


Dear Mr. Exttswortn: I am ent to acknowledge your letter of 
June 4 relative to the Al Sarena Mines, Inc., development in Jackson 
County, Oreg., and, as requested, I am glad to tell you what I can re- 
garding this project. 

The Al Sarena was brought to the attention of Alan Kissock & Co. 
by Mr. H. P. McDonald and his two sons, H. P. McDonald, Jr., and 
Charles McDonald. I visited and made a preliminary examination of 
the property in October 1945 to determine if it might be of interest to 
us. Briefly the results of my investigation were as follows: 

Mineralization occurs in what appears to be a poueny circular 
“chimney” of rhyolite which is more or less surrounded by andesite. 
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The mineralization is unusually widespread and assuming it to be 
actually circular it is safe to say that the diameter of the chimney is 
fully 3,600 feet. Within this area it is difficult to find a single piece of 
meee which does not at east show some pyrite or oxidation products 
thereof. 

I do not have my notes before me, nor do I recall the amount of 
exploratory surface and underground work that has been done. I 
do know, however, that this is quite extensive and since all the claims 
are contiguous the cost of this alone is ample to cover the work per- 
formance requirement of the whole group. There are, in addition, a 
number of camp buildings and a rather complete mill for concentration 
and cyanidation of the ore. 

A mineralized area of this extent would require a thorough investi- 
gation to properly evaluate its possibilities. It was obviously too big 
an undertaking for us to consider so that I limited my examination to 
more or less general observations did. I did, however, take a number 
of samples to determine what might be expected of some of the 
then available rhyolite exposures. 

Tuanel No. 1, and laterals therefrom, crosscuts and exposes at some 
depth a considerable area of the rhyolite and confirms the extensive 
mineralization evident at the surface. This tunnel level had been 
carefully channel sampled (cuts were 4 inches wide by 2 inches deep 
and from 4 to 6 feet in length from faces, floor, backs and walls) by a 
Mr. George Sopp. My underground sampling was confined to “spot”’ 
samples, taken at 3-foot intervals along the walls, over several hun- 
dred feet of tunnel No. 1 and its laterals. In all, I took some 30 tunnel 
samples and a number of surface samples, which were assayed by 
Abbot A. Hanks, Inc., of San Francisco, Calif. Although definitely 
low grade, these samples all showed pyrite and, with few exceptions, 
at least some value in gold, silver, lead and zinc. Many of my “spot” 
samples were taken at the same points as those channeled by Mr. 
Sopp. Fortunately his sample pulps had been saved and my assays 
of these pulps checked quite closely with my “spot’’ sampling of com- 
parable areas. 

As stated, our company was not in position to undertake anything 
of this grade and magnitude. There is, however, absolutely no ques- 
tion but that there is on the Al Sarena claims a tremendous mineral- 
ized area and in my opinion it is definitely a valid mineral discovery 
under the mining laws. My recommendation to the owners was that 
from their own standpoint, or any interested and capable party, the 
property warranted a careful Rene ical and probably geophysical 
study which, if favorable, should be followed by an exploratory drilling 
program. There could well be localized concentrations within that 
mineralized area and although the whole, from what is now evident, 
may not be considered of immediate economic value nevertheless it 
is to just such large low e occurrences that we must look for our 
future supplies of minerals. 

I, therefore, suggested to the owners that they should patent their 
ground and I understand they have sincerely complied with all the 
necessary requirements to do so. In my opinion this application for 
patent very definitely merits favorable consideration. 

Very truly yours, 


Awan Kissock. 
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SacraMENTO, Cauir., June 10, 1958. 
Hon. Harris ELusworts, 


House of Representatives, Washington, D. C. 


Dear Mr. Evtswortrs: Your letter of June 4 regarding the Al 
Serena mines in Jackson County, Oreg., has been duly received and | 
shall be glad to comply with your request. : 

I surveyed the claims for patent spending some 2 to 3 months on 
the ground, covering the area quite thoroughly, both on the surface 
and underground. 

My conclusion was that a patent should be granted to the applicants. 
This has been for many years what might well be termed a legitimate 
mining operation. The owners have apparently carried out a policy, 
over the years, which was believed to be in accord with the existing 
laws for acquirimg mineral land. Much surface and underground work 
has been done in good faith; many times that required for patent. 

The present owners, who acquired the rights of the original locators, 
have always regarded the mine as a broad-zone and have predicated 
their activities on that theory. A pilot mill was built and mill tests 
are reported to have been made on material broken in numerous 
crosscuts driven back into the shear-zone and away from the fissure 
which had been mined in the early work. 

I observed the large shear-zone, or broad-zone, in many places, 
but my work did not call for any sampling. Little of the sulfide 
minerals appear in the shear-zone at the surface as it has been oxidized. 
In some of the shallow surface tunnels, however, galena and other 
economic base minerals are plainly visible. 

Of course a great deal of systematic drilling or other additional 
development work is necessary to actually prove a large low-grade | 
ore deposit, but there appears to be sufficient widespread mineraliza- 
tion to prompt a prudent man to carry out such development. 

Large low-grade mines are made by development and as the exact 
location of the ore is not known until drilling or other development 
work has been done the operator would not now be prudent unless he 
had title to an area sufficient to protect the ore-bodies expected. 

If additional information is desired I shall gladly cooperate. 

Yours faithfully, 
G. CLEVELAND TAYLOR, 
Mining Engineer. 


Eaaue Pornt, Orec., June 15, 1958. 
Mr. Harris ELusworts, 


Representative, Fourth District, Oregon, 
Washington, D. C. 

Dear Str: Your letter of June 4th was received upon my return 
from a trip south. It pleases me to note your interest in our mining 
industry in Oregon, as well as in our United States of America. If 
incentive is not entirely snuffed out, we may see some important 
developments in several areas when the time is ripe. 

I did some work at Al Sarena Mines, Inc., when the pilot plant was 
in operation. Gold, silver, lead, and zine concentrates were made 
from the more concentrated mineralizations in the Buzzard Mine to 
demonstrate the grade of marketable minerals and the feasibility of 
such an operation. Samples were taken at that time over a wide area 
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on a number of claims-and these showed that values seemed to be 
disseminated over a considerable area in the district, indicating the 
potential of a large low-grade deposit. Many assays were made of 
samples taken from pits, across exposed faces in open-cuts, and in 
creek bottom, as well as cliff wall exposures of the country rock. 
Since that time, I understand that considerable more work has been 
done by the Al Sarena Mines, Inc., on their claims in this area. It 
was, and is, my opinion that further exploration work be done, possibly 
by drilling followed by tunneling, shaft sinking and open cuts made 
where the most and best information can be secured at the least cost 
to further prove the indicated values already exposed. This is an 
expensive and a time-consuming operation. It often requires years 
of exploration and development work to reach an operating stage for 
volume production. I need not cite the many such instances that 
have occurred in our neighboring States of Arizona, California, Ne- 
vada, Idaho, and right recently in our own Oregon where we now 
have, at along last, the development of the nidkel deposit at Riddle 
(which was known about for so many years but just now coming into 
production) or, Yerrington in Nevada; or, the laterite and kaolin-sand 
deposits in the Ione, Calif., district where the groups of claims or 
ownership of mineralized areas has been kept more or less intact for 
many years so that the large low-grade deposits can be handled as a 
unit rather than going through the tedious and often impracticable 
process of trying to organize many claim owners (some of whom be- 
come greedy or “impossible” to deal with and spoil the whole scheme 
of development) so that a working plan can be carried out and a 
property developed and put into production. Yes, I would say that 
the Al Sarena, Inc., group of claims has an excellent chance of develop- 
ing into a large low-grade operation if a well-planned development 
and exploration program is carried out at the time when circumstances 
are right for a profitable operation if the property proves out. 

While writing you, I wish to state that I agree with you regarding 
the regrettable procedure stooped to by some unscrupulous individuals 
in denouncing claims under false pretences to try and obtain timber- 
lands or recreation locations, as commented on by you in the article 

ublished in the Medford Mail Tribune of June 11, 1953, under the 

eading, “Bill Would Require Mine Stakers to Develop a Mine’, 
copy of which is attached, There should be some way to prevent 
this fraud, but to pass a law placing a time limit or even fixed added 
amounts of exploration or development of mineralized areas seems 
to me to be unfair to the prospector and discoverer of minerals on 
Federal lands. The prospector is not usually a rich man, he often 
risks his whole life in the search of minerals and spends his lifetime 
under rugged conditions, not always rewarded by riches, then if he 
does make a discovery, to pass a law depriving him of the fruits of a 
lifetime because he cannot spend a fortune on ‘developing a mine”’, 
as suggested by the heading, seems rather nearsighted legislation to 
me, and certainly will discourage, rather than encourage, the already 
fast disappearing prospector to spend his days searching the far away 
and often more or less inaccessible . In our part of the country, 
just now, the rancher, the sheepherder, the lumber interests, fishermen, 
ete., seem to be agitating the passing of laws for their special benefits 
that would hurt the mining industry, in the long run. Still the fact 


remains, as is stated in your article, and I quote, ‘‘The problem is to 
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take away the nuisance but leave the incentive.’’ So it is with our 
patent benefits. Worthy projects should be encouraged wherever 
valid mineral discovery such as would warrant a reasonably prudent 
man in developing and extracting the minerals from the deposit, as 
might well be the case at Al Serena. 

Yours very truly, 


D. Forp McCormick. 


House oF REPRESENTATIVES, 
Washington, D. C., July 16, 1958. 
Hon. CLarence Davis, 


Solicitor, Department of Interior, 
Washington, D. C. 

Dear Mr. Davis: In further reference to the Al Sarena Mines, 
Ine., case, Oregon 0665, I am attaching herewith the original of the 
letter received from Col. J. E. Morrison in response to my letter of 
some weeks ago, the text of which has been transmitted to you with 
other responses from mining experts. 

Colonel Morrison was ried, with the Oregon State Department 
of Geology and Mineral Industries and is a registered mining engineer 
in the State of Oregon. For some years he has been serving with the 
United States Air Force. Colonel Morrison was on leave at the time 
I wrote him and did not have the opportunity to reply to my letter 
until his return to his base, thus accounting for the delay in his reply. 

Colonel Morrison’s comments concur with those of the other 
individuals previously submitted, indicating valid mineral discovery 
on the claims covered by the patent application. 

Sincerely yours, 


Harris Evitsworrts. 


ABPRONAUTICAL CHART AND INFORMATION CENTER, 
St. Louis, Mo., July 10, 1958. 
Hon. Harris Evtsworts, 


House of Representatives, Washington, D. C. 


Dear Mr. Exvtswortu: Your letter regarding the Al Sarena Mines, 
Inc., was waiting for me when I returned from leave. Since then I 
have been trying to locate what information I have on this mine but 
without avail. ‘Therefore, I am going to have to depend strictly upon 
my memory. 

I first became acquainted with the property in the summer of 1937 
as the mining engineer in charge of the Grants Pass office for the 
Department of Geology and Mineral Industries, State of Oregon. 
During 1938 and up to November 1939, I visited the property at least 
a dozen times, looking over the —— formations, sampling and 
sizing the property up as to a possible large, low-grade operation. 
In November 1940 I was placed in charge of a 90-day test run to deter- 
mine if a 125-ton plant could pay its way on the more mineralized 
portion of the area. 

There is a fairly large area of hyry on Elk Creek which has been 
subjected to one or more periods of mineralization. Gold, silver, and 
other metals have been deposited along the cracks, crevices, faults, 


and where the formation was porous enough for the min 


eralizing 
solutions to penetrate. I have sampled and seen the assays of over 
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a thousand samples from this mineralized area. Like all mineralized 
areas, the values do not run uniform throughout. Samples from the 
more mineralized areas will run as high as $10 or more ton. The 
low gor 4 are obtained from the hard paren, which the mineral- 
izing solutions had not penetrated. The Sarena people have 
studied this area and consolidated it into a group of claims. 

23 claims, as I remember them, show evidence of this mineralization 
and do carry gold and silver values. 

This property has been examined by a number of reputable mining 
engineers. Based upon the findings and recommendations of these 
engineers, the owners have spent thousands of dollars and also their 
time in developi the property into its present state. There are a 
number of large, low-grade properties in North America that have 
made a success of the operation on lower values than those indicated 
at the Al Sarena. The 90-day test run proved to me it could be made 
a successful operation. To declare a portion of this group of claims 
to be nonmineral, in my mind, would be a gross injustice to the owners 
who have spent so much time and money in developing the property. 

Again apologizing for the delay in answering your letter. 

Sincerely yours, 
J. E. Morrison, 
Mining Engineer, Oregon Registry No. 1901. 


{Handwritten note} 


Public Lands. 


We will keep this ‘‘on ice’ unti) after the final disposition of the 
Alabama case. 
M. G. W. 





Hovse or REPRESENTATIVES, 
Washington, D. C., June 21, 1951. 
Hon. Mastin G. Wurre, 


Solicitor, United States Department of the Interior, 
Washington, D. C. 

My Dear Mastin: Thanks for your letter of June 19, 1951, 
acknowledging receipt of my letter of June 13, to the appeal (A—26248) 
of Al Sarena Mines, Inc. 

First, I wanted to tell you how much I oe the time and all 
of the information that you gave to my dear friends and constituents, 
Messrs. Herbert and Charles McDonald, who were in to see you on 
June 15, and presented oral argument in support of the appeal. I note 
you will give careful consideration to it, and when a decision is reached, 
you will send me a copy. 

Now, Mastin, I think I have thought of this more than anybody— 
maybe, with the exception of the stockholders that have spent so 
much money out there. I just don’t believe that all of you who have 
so terribly much to do, y and truly understand this proposition. 
There are stockholders in many States, the finest men in this country, 
that believe in this proposition. tt Mal been nce money out 
there for many, many long years. ey have built roads, not only 
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through the property that they own, but through the Interior 
Department’s pope 
Herbert McDonald, one of the men that held the good conference 
with you, has been out there for 16 long years. His father has, along 
with his friends, over a quarter of a million cash dollars in this proposi- 
tion. They already have 160 acres of land there. They only want 
the adjoining 300 acres of land there. I know that there are a lot 
of people trying to get 36,000 square miles. They don’t want that. 
I went down to see Mr. Wyatt and spent an hour with him and told 
him that they did not want the timber—I am talking about the Al 
Sarena Mines, Inc. They only wanted enough of the timber to de- 
velop the mines, and they wea be glad to sign a letter or a contract 
to this effect, but it seems to me that they have bought and paid 
for their patent, and it also seems to me, regardless of what the In- 
terior Department thinks about this, that they would be mighty 
glad to see this great company, and these fine, good Americans, try 
and develop this. Sometime, one group of us know something that 
the others don’t. Anyhow, I think they have a right to spend their 
money if they want to. We have hundreds and hundreds of thousands 
of acres out there, and it certainly won’t hurt to give these people a 
chance to see if they can’t develop it. Please sed my letter close. 
Now, these fine young men, Herbert and Charles McDonald, helped 
me write that letter to you, of course. Read it carefully. Why not 
ive them a chance? Let them have this, say for 10 years, and then 
if they don’t develop it by that time, then turn it back. You have 
everything to gain and nothing to lose. Look at the valuable ma- 
terials that they would develop that we need just at this time, and that 
country needs developing so terribly bad. These are honest people. 
1 wish you could have seen some of the letters that were sent to 
Senator Kefauver—some of the letters that were sent to Senator 
O’Mahoney—some of the letters that were sent to about 21 other 
Senators, and over a hundred of the Congressmen. I asked them not 
to present these letters yet, but just wait, because I know we can 
work it out, regardless of if it hasn’t been handled just according to 
Hoyle, and if they did make some mistakes out at the hearing, all 
we want is common sense. They have bought and paid for a patent 
and they have their receipt. ey only want a chance to develop 
this mine. They don’t want the timber—only what they will need 
in the development of the mine, which of course, they would have to 
have, and they will deed the timber back. Now why not try an 
let’s give them this. It is costing them a lot of money to make trips 
here. One of these young men came all the way from Chicago, and 
the other from Mobile, over 1,100 miles away from here. They are 
spending their time and their money, 16 long years. They have 
gotten nothing out of it, but they believe, and they have the finances 
to go ahead and try and start one of the finest developments out 
there, that the think will do everything that I told you in that letter, 
that they would do. 
So, why not let’s let this goon. It is such a small matter. With the 
hundreds on hundreds of thousands of acres of land out there, and 
they are only asking for a small amount of 300 acres out there, wild, 
undeveloped land, and I understand that many people say it is no 
good. ell, they do. Herbert McDonald has just returned from 
taking a special course, and he and Charles McDonald are two of the 
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finest young men I know. Charles has the finest record in the Na 
that I have ever read. They are all just fine, good, true, great Ameri- 
cans, that have lived within just a few blocks of me all of their lives, 
right in Mobile, Ala. 

As above stated, they have good stockholders that have their 
hard-earned money in this proposition, and let’s give them a chance 
to get it out. There is no telling what they will do out there. We 
have everything to gain and nothing to lose. It certainly can’t hurt 
the Interior Department, it certainly can’t hurt the Government, 
it certainly can’t hurt the State, and it will only hurt the men that 
own this property and the stockholders that are willing to put up 
their money and see if they can’t develop what they think is a great 
proposition. I think we should encourage them and get behind them 
and help them in every way we can. They are not getting a Govern- 
ment loan to do this, they are using their own money. 

I shall deeply appreciate your looking at this, just in a good old 
Texas or Alabama practical way, and if there are any little technicali- 
ties let’s knock them out of the way, and go on and try and start 
something. 

I wish we could get some of the products that they say they can 
manufacture out there, in Mobile, Ala., now. They need them there 
very, very bad and all over this country. 

I do appreciate all of the time that you have given me, and we 
have talked so many times about it, and I do appreciate the long 
conference you gave my friends, Messrs. Herbert and Charles Mc- 
Donald. I hope that we can do something on this, and please, on 
receipt of this letter, just give me a ring, and I will run over there 
and talk to you, or we will talk on the phone, and let’s try and finish 
it up and get it started. 

Thanks a million and let me know when and where I can help, and 
with every good wish to you and yours, now and always, I am, 

Sincerely your friend, 
Frank W. Boykin, 
Member of Congress. 


P. S.—If you want me to, I can bring a dozen of the finest Senators 
in this world, all westerners and southerners and northerners too, and 
about a hundred Congressmen over there, who believe in this, just as 
I do. Please try and help us. I will consider it a personal favor. 

Since dictating this letter to you, and I did it before daylight, on 
the old dictaphone, down here, I have just received a letter from 
Dr. MeDonald, the father of the two young men that you know, 
telling me that the buildings there have burned down. That makes 
no difference, they are willing to have some more put up and get new 
machinery. I am asking the FBI to look into it, as it looks like their 
buildings were set on fire. I don’t know anything about that, but 
I do hope we can get this other matter aneiets. 

Thanks again. 
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House or REPRESENTATIVES, 
Washington, D. C., June 18, 1951. 
Mr. Mastin Waits, 


Acting Assistant Secretary of the Interior, 
epartment of the Interior, Washington 25, D. C. 

My Dear Mr. Secretary: When we talked on the phone the other 
day, you told me my people from Mobile did not put their evidence on. 
I believe, after talking to my people, who are here now, that you 
overlooked the following facts: 

1. The patent application itself, based upon the results of 4 months’ 
work by your own Interior Department appointed expert, Mr. Taylor, 
and upon the findings of about a half a dozen outstanding experts, 
filed under oath, perfected by final proofs accepted by the Portland 
office is legal evidence which was reflled and resubmitted in evidence 
for the record in the original answer, complete with assays of ore 
from the claims. 

2. Further and additional evidence was submitted to you for your 
consideration in your office last year in the form of additional assays, 
etc., which had been taken at the direction of the Bureau of Land 
Management for the record. This was filed for the official report, 
and consequently for the record, and should be in your hands. 

3. There was an agreement between counsel authorizing the sub- 
stitution of standard court civil rules of procedure. These people 
relied completely on that agreement and took an appeal from the 
rulings on the demurrers and motions only, in open hearing. This 
legally closed the pres and made anything introduced after that 
time by either side completely inadmissible. 

4. Since anything in the way of opposing evidence in the hearing is 
inadmissible, under the agreement, the only evidence in the record 
which is legal is the evidence refiled and resubmitted in the original 
answer—all in favor of the company—and unrefuted. The Forestry 
Service has therefore failed to prove any charges. 

5. You will recall that the Beeaeunant accepted an appeal based 
upon the rules of evidence and the rules of practice as obtained in 
Federal and State courts and sent the matter up on appeal without a 
decision. You will also recall that the written notice of appeal recited 
clearly that the appeal on demurrers and motions only was taken under 
such rules. 

6. Your Department accepted their final proofs, kept them an 
ample time, demanded the money, accepted the money, gave them a 
final-purchase receipt reciting that the money was in payment for 
specific lands, reciting them, and issued a final certificate, bud did 
not issue the patent. 

7. The only way the so-called field examination was made was by 
the use of false and misleading statements over the signature of the 
Acting Regional Administrator of the Bureau of Land Management, 
falsely alleging that the Forestry Service had complied with its 
regulations for making such request during the publication period, 
December 15, 1948. This is the manner in which the Bureau of 
Land Management obtained its original jurisdiction, as the regulations 

rohibit ordinarily, the Bureau of Land Management from making 

eld examinations on its own motion in the national forest. There- 
fore, the only question before you is the question of demurrers and 
motions as appealed. i he 
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After studying all of the above facts, 1 wish you would give me a 


ring and I would like to bring my friends and constituents, Messrs. 

Herbert and Charles McDonald, over there and talk this over with 

you. For your information, we have heard a lot about people locating 

some 3,600 square miles of alleged ana und within about 20 
ines, Inc 


miles of the property of Al Sarena . It is the feeling of 
some of the western delegations that a precedent is being sought by 
the Forestry Service in the denial of patent to a legitimate mining 
company on its property so that such precedent may be cited to 
leit claimants to discourage such applications on the part of 
such illegitimate claimants. 

My friends and constituents have been operating 16 long years and 
the property, itself, is of record in the production and development 
for 54 years. 

I ed the attention of the McDonald brothers to what the 
forestry people had to say, and they say they are not interested in 
timber and that they will be glad for the Interior Department or the 
Forestry Department to have the timber on the disputed land, with 
the exception of the timber needed for mining operations. This 
certainly shows that my folks are not trying to get timber, but that 
they are ready, able, and willing to go on and develop a real mining 
proposition that we need so badly. In addition, the defense picture 
has taken on an entirely new aspect in regard to this property. The 
matter of iron pyrite, which the property contains in large quantities, 
has previously been considered commercial only for the gold and silver 
chemically combined with the pyrite. However, the pyrite in the 
new scheme of critical materials has become a very valuable by- 
product. In the plans relating to the production and development 
of this propery there is also a potential production of pyrite sufficient 
to yield 4,912,128 pounds of sulfuric acid in the leanest areas, and 
49,121,280 pounds of sulfuric acid a month in the richer areas. This 
being the basic defense chemical and in view of the shortage impend- 
ing in raw materials for its production, it is most worthy of considera- 
tion, both for the benefit of right and justice and for the benefit of 
the United States. The private capital n for the significant 
defense production already planned is available contingent upon 
actual ownership of the property, which if course, means a patent. 

With this time and the fact that they have paid for their patent 
and — a receipt, it does seem, regardless of how you think it has 
been handled, to be to the Interior Department’s interest to get this 
great piece of property developed. The Al Sarena Mines have built 
roads and spent hundreds of thousands of dollars on the development 
of their property. So, I do hope that you will take a close look at 
this eauin and see if we cannot issue this permanent patent and go on 
to work. 

With kind personal regards and thanking you for anything you can 
do to help us out on this matter, I am, 

Sincerely your friend, 
Frank W. Boykin, 
Member of Congress. 
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THE AL SARENA CASE 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., September 29, 1950. 
Hon. Franx W. Boyktn, 
House of Representatives. 

My Dear Mr. Boyktn: This is in response to your telephone request 
to me for the status of a mineral contest involving Al Sarena Mines, 
Inc. (Oregon 0665). 

The Bureau of Land Management advises me that the manager of 


the district land office at Portland has not completed his action in the 
matter. 


Sincerely yours, 
Harry M. Epetstern, 


Assistant Solicitor. 
Copy to: Bureau of Land Management. 


Marcu 19, 195 
Mr. W. O. MacManon, 


Mobile, Ala.: 

Talked at length to our friend Mastin White after my talk with you 
this morning. He had already asked Mr. Clawson to rush his decision 
all he could. He does not know how soon this will be, but will keep us 
fully posted. Warm regards. 

Frank W. Boykin, 
Member of Congress. 


DePARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., October 25, 1950. 
Note to Director Clawson, Bureau of Land Management: 


On October 24, I received a long-distance telephone call from 
Representative Boykin at Mobile, Ala. The purpose of his call was 
to request that the decision on the appeal of Al Sarena Mines, Inc., 
be expedited. I explained that the appeal is presently pending 
before you for a determination. Mr. Boykin thereupon asked that 
I pass his request on to you. 


Mastin G. Wuire, Solicitor. 


A. W. Witurams Inspection Co., 
Mobile, Ala., December 17, 1983. 
Au Sarena Mines, Inc., 


Mobile, Ala. 


GENTLEMEN: Forwarded herewith are four reports covering the 
assay of samples Al Sarena 1 through 26 submitted by Mr. D. Ford 
McCormick. 

We regret that it has been impossible to complete and report upon 
this work sooner. We have been seriously hampered here by the 
absence of key personnel from the office and by the pressure of unex- 
pected emergency assignments. 
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We sincerely hope that the delay has not operated to inconvenience 
you. 
: Yours very truly, 

Morris Miter. 





A. W. WixuiaMs Inspection Co., 


Mobile, Ala. 

Report of assays of gold ores. 
For: Al Sarena Mines, Inc., 408 First National Bank Building, 

Mobile, Ala. 
Sample identification: Al Sarena 1-28, inclusive. 
Sample submitted: By Mr. D. Ford McCormick. 

Laboratory No. 53-912. Report No. 431869. Date: December 
17, 1953. 

Our order No. 38001. Date: November 25, 1953. 

We find the samples submitted by Mr. D. Ford McCormick to 
contain the following: 








[Per ton] 
Sample Au Ag Au Ag Total value 
+ Ounce Ounce 

RPE RE REEL ONE RE Te Re MO ee led a 0. 05 0.15 $1. 75 $0. 14 $1.89 
Ri Ket cualbndtiendbdedéaliicons Jbeatieeacks 04 .@ 1.40 . 4 1.94 
D. nackpbeévigndadbei teens hares otnebinwdwdh .05 .2 1.7 -18 2.03 
Er och eesanoanaidanae ane uahmtantaio prin aalioness vedithineta . 05 .10 1.75 .09 1.84 
Sith ih Ghd die hia eed adds . 08 . 05 2. 80 . 05 2. 85 
WD, insta BRntlbetasiabtiansains dikigh takaciniibinsacindniaeninninaaitis . 06 . 05 2.10 . 05 2.15 
2.) nduleiee Aidlbihtthiadingeacblciankabtgeadd dutieses . 05 . 07 1.75 . 06 1.81 
Biwi sic caielbiatiniborn cctiits be dnndintely ’ adntieidaiale eatin . 05 . 06 1.75 .05 1.80 
Die satin Keehn ind oe dicate ink esleeloatiocen . 06 .04 2.10 .04 2.14 
Misi, dah aati ecltilels ts clends yp uken easel scaideainn dealt phencaabiliolinns 04 . 08 1. 40 .07 1.47 
jt REE SES PENne Tiara RUN TEASE Sogo OAC BN sacra OND: .03 . 06 1.05 . 05 1.10 
WR Uh diesen vil adeemabewlibwwonuinas . 04 .40 1.40 . 36 1. 76 
pS RSE E Hy SORNS eo One eR Me NN ERM, SO or a I .02 .10 .70 .09 .79 
IE. club nchdniiciwbidencheedtetumaasient . 03 -ll 1.05 .10 1,15 
Meio ide ten abcd nib beds Ebbe Reewawalawandivd 4 .07 1. 40 . 06 1. 46 
5 REED EAT RD 0 RES RA. Se EES ARLES .05 .10 1.75 . 09 1. 84 
BF cae we ce~adusbesalecseegusbsacnidéen .07 . 05 2.45 . 05 2.50 
pI, LEAT SOP ee COTO RPA ee . 03 . 03 1.05 . 03 1.08 
WES Ladle Hoadihcaadapbacedatavatinametanes .05 . 02 1.75 . 02 1.77 
Tie she eee, is alee hwebeeieebn . 03 . 06 1.05 .05 1.10 
pA ARR SA iT TS Se A a ED . 05 .10 1.75 .09 1.84 
Fst ei pub cdkey Ubdndabevelaiteagiadoes . 06 . 04 2. 10 . 04 2.14 
Divakcdedun eigibabbcns -abgsiehweibenmusan . 05 .07 1.75 . 06 1.81 
Bank tnthirnalsvhn ta cebiinn dcabnicaamauied aden . 06 04 2.10 .04 2.14 
WBS Fah Siow ina ecabbsdne aie 2-5 wakletdabiosd . 04 4 1.40 . 58 1.98 
Teich nak Taino dm ing kina thlate anced mab eclemesi a wemmap anon . 06 . 0 2.10 4 2. 64 
yD LEE LOTE OR Fae eM pt RELL AS TET .12 .72 4.20 . 65 4.85 
pF: AEA BPE es a nS. ee .10 . 50 3. 50 45 3. 95 




















This report is submitted for the exclusive use of the client or his 
representative and may not be used in any connection with advertis- 
ing or sale of any product or process without our written authorization. 

Assays by J. A. McDaniel. 

Reports to Al Sarena Mines, Inc., 408 1st National Bank Building, 
Mobile, Ala. 

A. W. Witurams Inspection Co., 
By Morris MIuer. 
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PortLanp, Orec., September 28, 1950. 
James A. LANIGAN, 


Assistant Chief Counsel: 


Retel 28, mineral contest, Forest Service v. Al Sarena Mines, 
Inc., Oregon 0665. Claimants tracked Goldy to his California vaca- 
tion. He referred them here. At conference here afternoon Septem- 
ber 8 with me they said they had employed no counsel and volunteered 
assertion of willingness surrender all timber on claims to Forest Serv- 
ice. Located proper Forest Service personnel for them, but they 
made no effort at contact. 

Hearing commenced morning September 13. Clear indication 
MacMahon en route here at same time claimants were asserting they 
had no counsel, On opening hearing MacMahon and claimants ap- 

eared with boxes of exhibits and own wire recorder. MacMahon 
aunched general attack on proceedings and orally advanced formal- 
istic motions respecting omnsy of proceedings and apparently 
> arg we jurisdiction. These motions set forth in written answer 

ed by company responding to notice of contest. Manager overruled 
motions and MacMahon refused to proceed stating that he had per- 
sonal agreement with solicitor that (1) departmental rules of practice 
and procedure would not be applicable to this case, (2) that rules of 
civil procedure for district courts would apply, and (3) that if pre- 
liminary motions were overruled appeal would immediately Be in order 
and further proceedings on merits would be postponed until final 
determination such appeal. He added that any testimony produced 
by other parties at proceeding on 13th would be violation such agree- 
ment, and he would attack as such. 

MacMahon thereupon gathered exhibits, wire recorder, and de- 
parted with company representatives. 

Forest Service proceeded to introduce oonene 

MacMahon returned following day. Filed formal appeal from 
rulings on motions. Appeal states Al Sarena introduced no evidence 
because manager’s obvious bias indicated results would be adverse 
regardless of testimony. 

or lack of money proceedings transcribed by land office stenog- 
rapher. MacMahon’s rapid speech, shouting and boistrous conduct 
recluded accurate transcript while he was present. When ee 
ed Rice re copy MacMahon’s wire transcription. ac- 
Mahon refused. 

Rice expects transcript to be completed, Forest Service brief to be 
filed and recommended decision to be forwarded with record to 
director in about 10 days. 

In view claimant’s conduct suggest utter caution talking with them 
or relying on any representations they make. MacMahon’s personal 
conduct in hearing may raise question propriety his continued admis- 
sion to practice before department. 

See director’s teletype August 9 (AD-FF) my teletype August 15, 
and director’s response. 

If you need these, please call Mr. Bradshaw. 


Lzonarp B. Netzora. 








THE AL SARENA CASE 101 





Untrep Srates Senate, 
ComMITTEE ON FINANCE, 


October 21, 1950. 
Dr. Marton Ciawson, 


Director, Bureau of Land Management, 
Department of the Interior, Washington 25, D. C. 

Dear Dr. Cirawson: Senator Millikin has had correspondence with 
Mr. Pierce M. Rice, manager of the land office at Portland, Oreg., 
regarding mineral entry Oregon 0665, contest No. 38. In a letter 
just received from Mr. Rice he states that a hearing on the contest 
was held September 13, 1950, and on October 2, 1950, the record and 
recommendations were forwarded to your office for consideration. 

The applicant is anxious to get final clearance of this patent. It 
will be appreciated if you will advise Senator Millikin whether it 
may be possible to expedite action by your office. 

Very truly yours, 
Ruopa M. ARNoLp, 
Secretary. 





Unrrep Srates SENATE, 
COMMITTEE ON FINANCE, 


November 8, 1950. 
Mr. H. P. McDonatp, 


President, Al Sarena Mines, Inc., 
Mobile 18, Ala. 

Drar Mr. McDonatp: With reference to your letter to Senator 
Millikin of November 4, 1950, regarding mineral entry Oregon 0665, 
on which the Senator has had correspondence with Mr. M. E 
McDonald, of Empire, Colo.: 

I have talked again with officials at the Bureau of Land Manage- 
ment who stated that they had completed their review of the Portland 
manager’s decision and had sent their recommendations to the Legal 
Division for further review before the case goes to the Secretary of 
the Interior. 

The only information I could get from the Bureau was the state- 
ment that the regional manager had denied the mineral entry as to 
those claims which the Firat Bariibe protested but had recommended 

atenting the other claims. They said that under an order of the 
etary they were not at liberty to report, what the Bureau has 
recommended prior to clearance through the Secretary’s Office because 
of the chance that any recommendation of the Bureau might be 
reversed by the Department’s lawyers or by the Secretary. 

The Bureau officials mentioned that this case has some difficult 
aspects and that the questions involved are covered by a seven-page 
por decision which they have drawn up and turned over to the 

epartment’s lawyers. They have promised to follow it through 
these final steps and do what they can to edite the decision, but 
I was unable to get any commitment as to when it may be released. 
We will continue our followup on this and let you know when we get a 
further report. 

I note from your letter you had the impression that a copy of the 
recommendations of Regional Manager Pierce M. Rice was furnished 
to this office. However, the copy to which Mr. Rice referred was a 
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carbon copy of his letter of October 17, 1950, to Senator Millikin, the 
original of which I forwarded to you. The departments follow this 
practice of enclosing an extra copy of letters to Members of Congress 
so that one may be sent on to the constituent concerned. 


Sincerely yours, 
Ruopa M. Arno tp, 
Secretary. 


House oF REPRESENTATIVES, 
Washington, D. C., April 15, 1958. 
Mr. CLARENCE Davis, 


Solicitor, Department of Interior, Washington, D. C. 

Dear Mr. Davis: This letter is being written pursuant to the 
agreement reached with you following the conference with Mr. 
Charles R. McDonald, Mr. Herbert McDonald, and Mr. Garber of 
my office relating to the patent application of the Al Sarena Mines, 
Inc., pending on appeal before the Department. The case is identified 
as Oregon mineral entry 0665. 

As you suggested, the Messrs. McDonald on return to Mobile, Ala., 
made request to the United States district court for an extension of 
60 days from the date of April 6 on which the case had been set down 
for action. The court saw fit to grant only 30 days, which materially 
shortens the time during which a possible review on the merits might 
be made by you or some person of your selection. It is not impossible 
that the court might grant additional time on proper request by 
either the Government or the plaintiffs, and if such additional time is 
desired I am sure the plaintiffs in the case will be glad to cooperate 
in any way they possibly can. 

Enclosed you will find papers which digest the substance of the 
rather extended file which the Department holds on this case. The 
following are enclosed: 

1. A digest record of proceedings on the patent application. 

2. The substance of testimony which would have been given by 
expert witnesses concerning the Al Sarena Mines, Inc., claims, plus 
an indication of the grounds for impeaching the testimony of the 
Forest Service. 

3. Data on samples from the claims filed for record. 

4. A record of proceedings in contest in Portland, Oreg. 

5. A photostat copy with comments on the protest of the Forest 
Service, showing pages 1 and 4 of the protest. 

The record in this case seems to indicate that the file might properly 
be reviewed in either of two manners: First, on the basis of the record 
as shown from the time of the sennp: the patent application October 
1, 1948, until April 6, 1949, when the final certificate of mineral entry 
was granted. The Forest Service was notified of the filing for patent 
at the time application was made and was officially notified later by 
the Department of the Interior but took none of the actions required 
under regulation within the time specified in such regulations. Second, 
on the basis of the entire record including that mentioned previously ; 
and beginning with the untimely protest filed by the Forest Service, 
the subsequent vacation of protest, and the events resulting from the 
further protest by the Forest Service including the hearing at Port- 
land, Oreg. It would appear proper that the pending appeal might 
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be granted for the patent issuance wherein the record indicates at any 
point the full compliance with the requirements of law on the part of 
the applicants. 

The record will show that part of these claims dated from 1898 
and that the last claims located were taken up in the year 1935. A 
gross expenditure of more than $200,000 has been put into the develop- 
ment and the immediate family of the principal owners of the corpora- 
‘tion personally put approximately 100 man-years into the develop- 
ments of the claims. The mines were given a quota for the production 
of materials during World War II and met this obligation. The 
deposit is a low-grade deposit with a massive ore body which will 
require very substantial expenditure for equipment to make it a suc- 
cessful large-scale producer. The delays which have occurred have 
meant severe losses to the claim owners who have been ready, willing, 
and able to go ahead with a large-scale commercial operation. 

If there are questions which arise in the course of the consideration 
of the appeal in this case, Mr. Charles McDonald is available on very 
short notice to come to Washington, D. C., to assist in any way 
possible to supplement the record if that will aid in reaching an early 
decision. From material already in my files, I may be able to give 
information on some questions and will be glad to cooperate otherwise 
in any way I can to facilitate early administrative action on the appeal. 

Your attention is appreciated, and I shall be grateful to be kept 
informed of any developments. 

Sincerely yours, 
Harris ELtsworts. 





House or REPRESENTATIVES, 
Washington, D. C., August 27, 1953. 
Mr. Ciarence Davis, 
Solicitor, Department of the Interior, 
Washington, D. C. 

Dear Mr. Davis: As you undoubtedly are informed by this time, 
the applicant in the Al Sarena Mines, Inc., case (Oregon 0665) is 
proceeding in accordance with arrangements discussed with Congress- 
man Ellsworth on August 4, as a basis for possible settlement of the 
question at issue, namely, mineralization on the contested claims. 

Inasmuch as this arrangement will require possibly a month of 
actual examining time, this will run beyond the period covered by 
the present continuance in connection with the pending case before 
the Cinited States district court at Mobile, Ala. 

Since the last continuance was granted on request of the applicant, 
it is suggested that the Government request the continuance necessary 
to cover the required period to complete the present steps being taken 
at the suggestion of the Government and which can form the basis 
of a final settlement of the issues involved. 

Your attention and cooperation in this matter are appreciated. 

Sincerely yours, 


H. S. Garser, Secretary. 
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DePpaRTMENT OF THE INTERIOR, 
Orrick oF THE SoLiciTorR, 
Washington 25, D. C., January 14, 964. 
Hon. Harris ELtsworts, 


House of ar ge YT 
(Attention of Mr. H.S Garber.) 


My Dear Mr. Extsworrn: In view of the interest which you have 
shown in this case, I enclose two copies of the decision of this Depart- 


ment in the case of United States v. Al Sarena Mines, Inc., A-26248. 
Sincerely yours, 


Ciarence A. Davis, Solicitor. 








ADDITIONAL VIEWS OF HON. EARL CHUDOFF, 
CHAIRMAN, PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 


As for the minority report, I am on the whole content to let the 
record of the hearin eg for itself. Either a cursory or a careful 
reading of the te te ill demonstrate that the indications of mineral 
values on the 15 contested claims in question are negative. The min- 
ing diseussed by the minority, so far as the committee was able to 
ascertain, all came from the 8 uncontested claims which are not in 
question here. But even as to those eight claims, between 1935 and 
1954, the labor cost alone was three times the value of the minerals 
removed. It is difficult to see how the 15 contested claims which had 
much lesser demonstrations of ‘‘value” could by any argument meet 
the “prudent man”’ test. 

It is significant that the minority does not deny that the Administra- 
tive Procedure Act was applicable to this case nor that Mr. Davis’ 
actions violated that act by excluding one party (the Forest Service) 
from the extrajudicial proceedings through which the additional 
“evidence” was secured and considered and by receiving evidence 
outside the record. Nor does the minority deny that these special 
proceedings arranged for Al Sarena, Inc., were unfair and highly 
—— to the public interest. Obviously they could not lead to a 
egally proper result. 

I am sure that all students and practitioners of Administrative law 
will be amazed at the minority contention that the investigator’s re- 
ports should be admitted in evidence. It is a basic precept of the 
Administrative Procedure Act that decisions must be based on proper 
evidence and properly received. An a — is not evi- 
dence. It is merely a hearsay statement of facts. ose facts must 
be proved by independent evidence at a hearing. 

gain the minority distorts the Cameron case. In that case, the 
claims were not denied on the basis of the investigative report. In 
fact, the report was used in the manner of charges against the claim, 
just as a complaint is filed in a regular civil action. It was, in effect, 
a failure to deny the charges which resulted in the adverse decision, 
just as a failure to answer a complaint results in a default judgment. 

t me repeat, in the Cameron case, all parties were fully informed of 
the proceedings and of the result and were given a full re oe to 
cross-examine the witnesses and rebut the testimony. The Depart- 
ment specifically recognized and stated that the investigative report 
was not proper evidence, but merely a statement of c which 
would lead to a hearing, if denied. This is true of any legal action. 
It is not true, however, of the manner in which Mr. Davis handled the 
Al Sarena case. 
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In his separate minority views, Mr. Clare E. Hoffman makes a 
scurrilous personal attack on Senator Richard Neuberger in an at- 
tempt to distort the issues in the present case. 

Mr. Hoffman attempted to do this at the hearings by inferring that 
Senator Neuberger was attempting to obtain favored treatment for a 
peceieres company. This was completely refuted by testimony under 
oath. 

In the first place, all Senator Neuberger proposed was a competitive 
sale at which all operators could bid openly. Dr. Richard E. Mc- 
Cardle, Chief of the Forest Service, in response to the question: 


However, it would be a sale under competitive conditions 
and any bona fide lumber operator could bid on it? 


replied: 


Completely, it would be no different from the other 27,000 
sales we make every year. (See hearings, p. 489.) 


On November 25, 1955, Mr. Walter H. Lund, Assistant. Regional 
Forester testified as follows: 


Senator NeusperGcer. Has there been any request to your 
knowledge, under the L. and H. proposal that there be a 
negotiated sale or any other extraordinary situation apply to 
the method at which it would be sold? 

Mr. Lunp. None at all. 

Senator Nevsercer. In other words, if this timber is sold 
in the Crescent Lake area, the L. and H. firm can acquire that 
timber only if their bid is the highest received by the Forest 
Service. Is that correct or is it wrong? 

Mr. Lunp. That is correct. 


While the size of the L. & H. Co. is not of particular importance, 
the fact is that Dr. McCardle was asked: “Would you regard the 
L. & H. Co. a big company or a small company?” and replied: 


Mr. McCarpuie. Not a large company; no sir. (See 
hearings, p. 489.) 


It is significant that Mr. Herbert J. Stone, regional forester, has 
stated that a number of operators other than the L. & H. Co. are also 
interested in the proposed sale. (See hearings, p. 486.) 

What is important to Oregon and to the company was that the 
L. & H. proposal was to put up for competitive cree Raa develop- 
ment a stand of mountain hemlock, a species of timber heretofore 
unused and which had never been included in the Forest Service’s 
forest industries and which had been regarded as worthless. 

The sale and utilization of this timber has been widely acclaimed 
as a new and greatly needed source of industry, income and wages 
in Oregon. In a public hearing in Portland, some of the leading 
lumbermen of the area endorsed the proposal. A prominent spokes- 
man for the industry has praised it (see hearings, p. 486) and the 
Orgeon State Water Resources Committee reported to the late 
Governor Patterson, in January 1956, that if n is to expand 
its employment, the use of this type of timber must be encouraged. 

Truly, Senator Neuberger would be derelict in his duty to his 
fellow Oregonians, if he did not strive for the development of this 
valuable but heretofore unused resource. 
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Mr. Hoffman saw fit to mention that an L. & H. stockholder hap- 
pened to contribute to the Senator’s campaign. I am sure that this 
should not prevent him from working for the full development of 
Oregon’s resources. However, it should be again noted that the 
Senator has not asked for any special treatment for L. & H. He has 
only shown interest in an open competitive sale under regular Forest 
Service procedure of an undeveloped resource, a sale in which other 
companies have also expressed an interest. 

I cannot refrain from pointing to the Al Sarena case in contrast. In 
the Al Sarena case, a special modus operandi completely outside the 
regular procedures was worked out to secure evidence secretly for a 
favored party. 

As a final note, it is interesting that Mr. Hoffman did not mention 
that one of the primary stockholders of the L. & H. Co. was, in 1954, 
the local campaign manager for Senator Neuberger’s Republican 
opponent, former Senator Guy Cordon. Substantial contributions 
were made by this individual to former Senator Cordon’s campaign 
fund, who also delivered a bitter political attack on Senator Neuberger 
at a meeting of lumbermen in Roseburg, Oreg. 

It is obvious that Senator Neuberger has handled the L. & H. 
matter without any political bias and for the best interest of the citi- 
zens and the economic welfare of his State. 


O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-FIRST INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON INTERGOVERN MENTAL 
RELATIONS 


On July 24, 1956, the Committee on Government Operations 
had before it for consideration the report of its subcommittee entitled, 
‘Distribution Costs of Surplus Agricultural Commodities Donated 
to Schools and Institutions in Illinois.” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the fril committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


This report covers the findings, conclusions, and recommendations 
of the Intergovernmental Relations Subcommittee in its investigation 
of distribution costs of surplus commodities donated by the Depart- 
ment of Agriculture to schools and institutions in Illinois. 

The subcommittee’s investigation was undertaken because of its 
responsibility for studying the operations of certain Government 

encies at all levels with respect to economy and efficiency. In- 
cluded among these agencies is the Department of Agriculture, the 
Federal agency which administers the school lunch program and 
other P iavoly ng sngaticin of agricultural co ties. 

Under the National School Lunch Act, approximately $2% million 
annually in Federal funds is granted to the State of Illinois for use in 
supplying agricultural commodities and other foods for that State’s 
school lunch program. (See exhibit 1, p. 34.) Each year the De- 
partment of Agriculture also donates commodities worth several 
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million dollars to schools, institutions, and needy persons in Illinois. 
(See exhibit 2, p. 34.) By law, the Federal funds may be used by 
schools to ourchaaes food for the school lunch program or to pay the 
cost of processing, distributing, transporting, storing, or handling 
food used in the program. 

Under an agreement with the a of Agriculture signed in 
June 1952, the office of the Illinois Superintendent of Public Instruc- 
tion is the State agency responsible for distribution of donated com- 
modities to schools and institutions in Illinois. The superintendent 
of public instruction, Vernon L. Nickell, has assigned “oa alge wig 
for commodity distribution to his assistant, Harold A. Wolfe, who is 
director of the Illinois school lunch program. Commodities are 
shipped by the Department of Agriculture in carload lots, freight pre- 
paid, to receiving points designated by the State agency. The State 

ney is then responsible for delivery of the commodities to the 
ultimate recipients under supervision of the United States Department 
of Agriculture. 

By contract with the State superintendent of public instruction, a 
Springfield trucking firm, Dunbar & Co., handled distribution of 
donated commodities in Illinois from June 1952 to March 1955. 
Schools and institutions receiving commodities paid Dunbar & Co. 
for this service: 

In February 1955, the subcommittee began an investigation of 
allegations that costs of distributing commodities through Dunbar & 
Co. were excessive. The subcommittee’s investigation was designed 
to determine whether the Department of Agriculture carried out its 
responsibilities in such a manner as to insure the proper expenditure 
of Federal funds granted to Illinois under the National School Lunch 
Act and to obtain maximum efficiency and economy in the distribution 
of commodities donated to schools and institutions in Illinois. Since 
commodity distribution responsibilities normally performed by govern- 
mental agencies were carried out in Illinois by a private firm, it was 
necessary to examine the operations of that firm in order to determine 
whether commodities were properly handled and whether rates charged 
for distribution of surplus commodities were reasonable, 


HEARINGS AND INVESTIGATION 


The Intergovernmental Relations Subcommittee held hearings on 


March 17, 23, April 20, 21, and. 23, 1955. Testimony was received 
from the following witnesses: 


a Nickell, superintendent of public instruction, State of 

inois; 

Harold A. Wolfe, director of school lunch program, State of Illinois; 

Oris V. Wells, Administrator, Agricultural Marketing Service, Depart- 
ment of Agriculture; 

Howard P. Davis, Acting Director, Food Distribution Division, 
Agricultural Marketing Service; 


perso EK. Cooper; Acting: Deputy Solicitor, Department of Agri- 
culture; 


Lee A. Dashner, Director, Program Appraisal and Audit Division, 
Agricultural Marketing Service; sf) 

Oscar F’. Beyer, Chicago Area Supervisor, Food Distribution Division ; 

John J. James; Jr., Chi Office Food Distribution Division; 

James W. Dunbar, president, Dunbar & Co., Springfield, Ill.; 
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Halbet ae Sebaee certified public accountant, Ralph Turnbull & 

0.; : ] > 

William B. Petty, certified public accountant, Murphey & Nash & 

Jones, Decatur, IIl.; 

A. R. Heinemann, assistant. manager, Motor Carriers Tariff Associa- 
tion, Inc., St. Louis, Mo. 


In preparation for the subcommittee’s hearings, the General 
Accounting Office made a survey of the operations of Dunbar & Co. 
incident to the distribution of surplus commodities donated by the 
Department of Agriculture to schools and institutions in Illinois. 
An extensive investigation was also made by the subcommittee staff. 

Certain aspects of the subcommittee’s investigation were postponed 
or suspended to avoid interference with an inquiry conducted by the 

amon County Grand Jury in November 1955, and to avoid 
ible duplication of or interference with an investigation by the 
fateenal Revenue Service. 


ACKNOWLEDGMENT 


The subcommittee acknowledges with thanks the valuable coopera- 
tion and assistance provided by the General Accounting Office during 
the course of this investigation. 


SUMMARY OF INVESTIGATION 


Legislative authority for commodity distribution 
Commodities are donated by the Department of Agriculture to 
schools, institutions, and needy persons under legislative authority 


contained in three separate acts. 

The National School Lunch Act (42 U.S. C. 1751-60), which was 
enacted in 1946, contains the basic authority for the school lunch 
program. Section 2 of the act states that: 


It is hereby declared to be the policy of Congress, as a 
measure of national security, to safeguard the health and 
well-being of the Nation’s children and to encourage the 
domestic consumption of nutritious agricultural commodities 
and other food, by assisting the States, through grants-in-aid 
and other means, in providing an adequate supply of foods 
and other facilities for the establishment, maintenance, 
operation, and expansion of nonprofit school-lunch programs. 


The National School Lunch Act authorizes appropriation of funds 
to be apportioned by the Secretary of Agriculture among the States 
on a matching basis for use by schools in purchasing food for nonprofit 
school-lunch programs. Under the act, such funds may be used by 
schools not only for the cost of purchasing commodities, but also for 
the cost of processing, distributing, transporting, storing, or handling 
such commodities. In addition to cash assistance, section 6 of the 
National School Lunch Act authorizes hase and distribution of 
commodities by the Secretary of Agriculture. Schools participating 
in the national school !unch program are the only eligible recipients 
of section 6 commodities. 

Under section 32 of the act of August 24, 1935 (7 U.S. C. 612c), an 
appropriation for each fiscal — equal to 30 percent of the gross 
pe 5 tg customs duties for the previous calendar year is made 
available to be used by the Secretary of Agriculture for the removal 
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from the market of surplus agricultural commodities. Section 32 
funds may be used to purchase commodities on the open market or 
from Commodity Credit Corporation for donation to schools, institu- 
tions, and other eligible recipients. 

Section 416 of the Agricultural Act' of 1949 (7 U. S. C. 1431) 
authorizes donation of commodities acquired through price-support 
operations to schools, institutions, and other eligible recipients when 
necessary to prevent loss. More recent amen ts authorize the 
Department of Agriculture to pay processing and transportation 
costs for such donated commodities. 

Administrative policies 

The Agricultural Marketing Service of the Department of Agricul- 
ture administers the national school lunch program and commodity 
donation activities under sections 32 and 416. Primary adminis- 
trative responsibilities ere centered in the Food Distribution Division 
of the Agricultural Marketing Service, which may utilize facilities of 
the Commodity Stabilization Service of the Department of Agricul- 
ture for such activities as processing, packaging, and distribution of 
commodities. 

The Agricultural Marketing Service (AMS) does not usually dis- 
tribute commodities to ultimate recipients, but effects such distri- 
bution through designated distributing agencies in each State. The 
AMS enters into written agreements with appropriate State agencies 
whereby the State agrees to accept responsibility for the distribution 
and use of any donated commodities and to sis or cause to be 

rovided, proper facilities and arrangements for the acceptance and 
iincioe con or use of such commodities in accordance with minimum 
terms and requirements fixed by the AMS. The AMS also enters 
into agreements with State educational agencies for distribution within 
* State of Federal funds provided under the National School Lunch 
ct. 

As the first step in actual commodity distribution, the AMS advises 
State agencies of the availability of various commodities. State 
agencies then canvass recipients and inform AMS of the total State 
needs. Delivery is made in carload lots or split-car shipments, based 
on available quantities and expressed needs, to central distribution 
points designated by the State agency. The AMS pays the cost of 
delivering commodities to any point within the State designated by 
the State agency. Arrangements for payment of remaining costs 
of distribution vary from State to State. In some States, the State 
agency pays all distribution costs. In other States, schools and 
institutions receiving commodities Pay only the cost of transportation 
from the distribution point to the destination. Still other States 

the total cost of the distribution program on to the schools and 
institutions receiving commodities, 

It is the announced policy of the Department of Agriculture that 
when charges are made by the State for distribution of commodities 
to schools and institutions, the program must be nonprofit in the sense 
that such charges must be no er than the cost of distribution to 
the State. The Department. has stated that it has no objection to 
the States’ use of commercial companies for commodity distribution, 
which presupposes that companies performing services for the State 
realize a normal profit on their operations. In addition to 28 States 
which charge recipients for services actually performed by the States, 
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18 States employ commercial trucking firms and/or commercial ware- 


housing facilities. In two States, Illinois and Michigan, commercial 
companies perform administrative functions as well as trucking and 
warehousing operations. The Department of Agriculture has stated 
that it has.no objection to use of commercial companies if the Depart- 
ment’s regulations are complied with, and the operation is “nonprofit 
to the State” and performed at a reasonable cost to the recipient. 
Illinois Public Aid Commission 

Prior to 1952, distribution of donated commodities in Illinois was 
carried out through the Illinois Public Aid Commission. This agency 
handled distribution of commodities to needy families, as well as to 
schools and institutions. According to audit reports of the Depart- 
ment of Agriculture covering periods from November 1, 1950, to Feb- 
ruary 28, 1951, and December 1, 1951, to March 31, 1952, commodi- 
ties were sent by the Department of Agriculture in carload lots to 
more than 40 distribution points at which they were picked up by 
recipients. Transportation costs from these distribution points were 
paid by recipients, who either hired commercial haulers or utilized 
their own trucks. There were no storage charges, since commodities 
were unloaded directly from railroad cars. Carload shipments were 
sent direct to large State institutions and the Chicago Board of Edu- 
cation. 


Discussion of State ageney change 

The Department of Agriculture, according to a report submitted to 
the subcommittee, had for some time prior to 1952 been urging as 
close a working relationship as possible between the groups distributing 
commodities and those inistering the Federal cash contributions 
under the National School Lunch Act. Vernon L. Nickell, Illinois 
supersitenden’ of public instruction, stated in testimony before the 
subcommittee that the area office of the Department of Agriculture 
approached his office in October or November 1951 to request that 
Nickell’s office consider taking over commodity distribution. Nickell 
said he replied at first that he was not interested in assuming that 
responsibility, but after several more urgent requests by the area 
office he agreed in February 1952 to send representatives to study the 
Michigan program. 

According to Nickell’s statement, his decision to take over the 

rogram apparently came some time after the Michigan trip. Oscar 

eyer, Chicago area ae an of the Food Distribution Division, 
testified, however, that Nickell seemed quite interested when Beyer 
discussed the cen of taking over the commodity distribution 
program with him. Beyer stated that Harold Wolfe, Nickell’s as- 
sistant, also showed interest in taking over the program. ; 

A report from the Department of Agriculture implied that it was 
necessary for Nickell to secure additional authority from the State 
legislature before taking on commodity distribution responsibilities. 
However, it ae from later testimony that Nickell had had such 
legislative authority- since 1943, although it had never been utilized 
prior to the Dunbar contract. 


Negotiations with Dunbar Pon 
_ James W. Dunbar ap in the changing commodity distribu- 
tion picture early and played an important role from the begining. 
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Dunbar is probate clerk of Sangamon County and well known in 
litical circles throughout the State. Springfield, the county seat of 
angamon County, is the Illinois State capital and Dunbar’s office in 
the county courthouse is only a few blocks from the State office build- 
ings. In addition to his duties as probate clerk, Dunbar had for a 
number of years operated a trucking firm. Dunbar had known 
Nickell for 10 years or more, and Dunbar’s trucking firm had done some 
hauling for the State of Illinois under a contract with Nickell in the 
early 1940's. 
According to Dunbar’s own statement, he had a conference with 
Wolfe in the early pes of 1952 about the commodity program. In 
Dunbar’s own words: 


Thereafter, early in April 1952, I went to the State of 
Michigan where I made a survey of their commodity distri- 
bution system to assist in planning a program for the State 
of Illinois. Upon my return, I spent considerable time and 
money in checking the availabi ty of warehouse space in 
Illinois, and talking te my accountants and representatives 
of Burroughs Corp. concerning the administrative procedure 
to handle the distribution of Government-donated com- 
modities. 

Although Dunbar regarded himself as a good friend of Nickell, he 
stated that he did not talk to Nickell about the commodity contract 
until he had spent more than a month’s time and had gone to con- 


siderable expense in developing a plan of operation. Dunbar ex- 
plained that— 


I knew before requesting a conference with Mr. Nickell 
that I would have to have a system of some kind worked out 
to prevent misuse, spoilage, and deterioration of these Gov- 
ernment-donated commodities; and also to provide proper 
facilities and arrangements for the acceptance and distribu- 
tion of such commodities; to provide adequate personnel, 
storage facilities, equal distribution, utilization, and strict 
accountability of these commodities. 

Dunbar’s testimony indicated he did not even talk with Nickell 
about the commodity contract until long after he started worki 
to get it. By contrast, it ap that Dunbar and Wolfe work 
closely from the beginning in planning the Illinois commodity peogeen. 
Dunbar’s testimony indicates that his first conference with Wolfe 
apparently took place before any other trucking company had been 
contacted. After this conference, both Wolfe and Dunbar went to 
Michigan to study the commodity distribution system in that State. 
The importance of Dunbar’s part in planning the commodity program 
is emphasized by Nickell’s statement that “He advised us as to the 
locations for warehousing, where it could be secured and that sort of 
thing and any information that we asked” and by Wolfe’s comment 
that ‘‘my best source of information was Dunbar.” 


Lack of competition 

There is little, if any, evidence in the record to suggest that any 
Grunig, fos other than Dunbar was ever seriously considered for the 
commodity contract. The proposed commodity contract was not 
advertised, nor does it appear that any real effort was made by Nickell 
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or Wolfe to publicize it; Dunbar himself indicated that he was 
careful not to reveal his purpose when talking to other truckers about 
the possibility of —* equipment or pabeonine ting. Dunbar also 
stated that he “‘e ” to get the contract “if I had the right plan.” 

Dunbar testified that several other companies had been contacted 
by Wolfe, but was unable to name any of them. Nickell also testified 
that Wolfe talked to several other trucking companies regarding the 
commodity contract, but “they said they weren’t interested.” Both 
Wolfe and Nickell testified that there had been no correspondence 
with any other companies. Neither Wolfe nor Nickell could recall 
the name of any other company that had been pi Nee 

No competitive bids were solicited or obtained for the commodity 
distribution contract. (In his testimony before the subcommittee 
on March 17, 1955, Mr. Nickell read a letter from Latham Castle, 
attorney general of Illinois, dated March 16, 1955, which stated: 
“There is no statutory requirement that the contract of Dunbar 
should have been let on a competitive basis”.) The area office of the 
Food Distribution Division apparently did not suggest that competi- 
tive bids be obtained, but accepted the assurance of State officials 
that “we have consulted with other truckers, and none of them were 
interested.” According to Oscar Beyer, Dunbar was presented by 
Nickell and Wolfe as “the only man who would be interested.” 
Qualifications of Dunbar & Co. 

Despite the fact that Dunbar was closely identified with them in 
working out the commodity program, neither Wolfe nor Nickell 
appears from their testimony to have made a really thorough inquiry 
into Dunbar’s ability to carry out the contract he was interested in 
obtaining. Wolfe testified, for example, that he did not know how 
many trucks Dunbar had when he got the contract. Nickell likewise 
did not know how many trucks Dunbar had, although he stated 
that he understood him to be experienced in commodity hauling. 
It also appears from the testimony that representatives of the De- 
a. of Agriculture made no investigation to ascertain whether 

unbar & Co. could ——— handle commodity distribution, except 
for such assurances as they received from State officials and their 
knowledge that he had been in business for some time. 

— there eee Sere ot had done some — 
of canned goods and perishables previously, it appears that his 
experience in commodity operations was limited. Dunbar had never 
owned a cold-sto warehouse, and although he had a building 
which could be used for dry storage he was not in the warehousing 
business at the time he obtained the contract. Very little of Dunbar 
& Co.’s income during 1951 and the first part of 1952 was derived from 
general hauling, and the 1951 Springfield city directory listed Dunbar 
& Co. as a construction firm rather than a trucking firm. Much of 
the equipment Dunbar owned at the time he obtained the contract, 
snentding to a schedule examined by the General Accounting Office, 
was heavy hauling and construction equipment. 

It seems clear that Dunbar was in no position to handle the entire 
commodity distribution program with his own facilities and personnel 
at the time he obtained it. Throughout the contract Dunbar had to 
rent commercial storage space and hire subcontractors to make 
deliveries. According to Dunbar himself, most of the equipment used 
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by him in the commodity operation was acquired from 3 to 10 months 
after signing of the contract. 
Terms of commodity distribution agreements 

On June 13, 1952, the Department of Agriculture signed an agree- 
ment with the Lilinois rage of si instruction for distribu- 
tion and use of commoditi On the same day tho superintendent 
of aero instruction signed a contract with Dunbar & Co. for storage 
and distribution of commodities furnished by the Department of 
pe gant gs Under the Federal-State agreement the superintendent 
of public instruction agreed to accept responsibility for distribution 
or use of any donated commodities and to arrange for their acceptance 
and distribution or use in accordance with specified terms and require- 
ments, The Nickell-Dunbar contract delegated responsibility for 
commodity distribution to Dunbar & Co. 

Both the agreement and the contract included the following specified 
terms and requirements for commodity distribution: 

(a) Distribution was to be limited to maximum prescribed 
rates; 

(6) Care was to be exercised to prevent waste, deterioration, 
or misuse of commodities; 

(c). Necessary personnel and facilities for commodity distribu- 
tion were to be furnished; 

(d) Inspection of commodities and facilities was to be allowed; 

(e) Records <a to commodity distribution were to be 
maintained and inspection of them allowed; 

(f) Complaints were to be investigated and reported and any 
irregularities disclosed were to be corrected. 

Both the agreement and the contract provided for cancellation by 
either party on 30 days’ written notice. The Nickell-Dunbar contract 
stipulated that Dunbar & Co. must reimburse the State agency for 
any loss, damage, or diversion of donated commodities. 

The Department of Agriculture was not a party to the Dunbar 
contract, nor does it appear that the Department formally approved 
the contract. However, the conduct of the Department of Agriculture 
was such as to indicate ap roval of the Dunbar contract. According 
to testimony of Vernon L. Nickell, representatives of the area office 
of the Department of Agriculture were present when the Dunbar 
contract was signed. It seems clear that they made no objection to 
the contract. The Administrator of the Agricultural Marketing 
Service told the subcommittee that the Dunbar contract ‘“‘was not in 
violation of any of the Department’s policies or instructions.” 

Testimony to the effect that the Department of Agriculture helped 
write the Dunbar contract, while technically accurate, may perhaps 
be somewhat misleading. A ing to Oscar Beyer the Department 
was not invited to consult with Stateoflicials about the Dunbar 
contract until June of 1952 when the contract had already been 


nis ymin At that time the) t did review. the contract 
and suggested certain ch . The record does not clearly indicate 
how many of the su changes were written into the contract, 


but it appears that at least some of them were adopted. 
There is no mention in the agreement between the Department of 
Agriculture and the State superintendent of publi¢ instruction of the 
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rates to be paid for distribution by schools and institutions receiving 
donated commodities. The only mention of distribution charges in 
the Dunbar contract is contained in section 10, which provides that 
“Charges for handling, storage, processing, and delivery and terms 
of payment are to be arranged by the outlet and recipient agencies 
Be approved by the State agency.” There apparently was never 
any written approval by the Department of Agriculture of rates 
cheggec by Dunbar & Co., nor was such approval required. 

ile no schedule of proposed rates to be charged by Dunbar & Co. 
was contained in either the Nickell-Dunbar contract or the Federal- 
State agToeMn Any, such a schedule apparently was included in the 
State plan of operation. This document sets forth the procedures 
by which the State agency planned to effectuate commodity dis- 
tribution under the Federal-State agreement, While the document 
was undated and unsigned, both Dunbar and Nickell contended that 
representatives of the area office of the Department of Agriculture 
had approved the plan and the included rate schedule orally. Area 
office representatives, on the other hand, maintained that they had 
not approved the Dunbar rates. 

An analysis of the apparent contradictions in testimony indicates 
that the differences may not be so much as to the facts involved as in 
their interpretation. The Department of Agriculture apparently did 
review and finally approve, or at least not disapprove, the State plan 
of operation. The area office apparently did make some objection 
to the proposed rates but eventually went along with them on the 
assurance that the rates were to be temporary. 

According to testimony of Oscar Beyer, the area office also suggested 
that shipments to large State institutions and the city of Chicago be 
shipped directly in carload or split-car shipments as had been done in 
the past, but yielded to the insistence of Nickell and Wolfe that these 
shipments go through Dunbar & Co. Objections of the area office 
to the State plan of operation are summarized in a report covering the 
field trip of John J. James of the area office to Springfield, Ill., during 
the period August 4~7, 1952, as follows: 


The area office had two objections to the plan of operation: 

(a) All commodities regardless of the recipient agency for 
which they are intended will be shipped directly to the four 
mentioned warehouses from which 4 a will be delivered to 
the recipients. This includes those commodities which 
evlnteal will be directed to the State institutions. In the 
past, such institutions have received full or split-car ship- 
ments directly to points of destination at no cost to the 
institutions. The plan, as contemplated, means that the 
State institutions will be compelled to pay the charges as 
outlined above from the warehouse to the destination of the 
institution. 

(6) Many of the charges as outlined above appeared to be 
out of line. We refer specifically to the contemplated charge 
of 5 cents per pound of dry beans; $2.25 per case of shell ones 
$1.92 per case on the 24/2% cases of nonfat dry milk solids; 
and the prices on the Nos. 2 and 2% cans. 


With the exception of a. few minor reductions, the Dunbar “tem- 
porary”’ rate schedule continued in effect throughout the contract. 


































































































































































































Investigation of complaints 
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In December 1954 a Chicago newspaper (the Sun-Times) began a 
series of articles regarding the commodity distribution situation, 
alleging in an editorial that the Dunbar-Nickell contract had quad- 
os" ed the cost of delivering donated commodities to Chicago schools. 

n January 1955 the Department of iculture requested permis- 
sion to examine the financial records of bar & Co. to ascertain 
the company’s costs for the purpose of nonce | its rates. When 
Dunbar & Co. refused access to its financial records, the Department 
of Agriculture began a survey of available trucking and warehousing 
costs in Illinois for the purpose of arriving at a “computed fair rate” 
for the services being performed by Dunbar & Co. 

In February 1955 Representative James C. Murray of Illinois 
asked the Intergovernmental Relations Subcommittee to inquire into 
the situation. February 17, the subcommittee voted unanimously 
to investigate the matter. In a letter dated March 1, 1955, Dunbar 
advised Nickell that he wished to terminate his contract effective 
April 1, 1955. 

On March 17, 1955, Vernon L. Nickell, Dlinois State superintendent 
of public instruction, testified at the invitation of the subcommittee. 
Mr. Nickell was accompanied by his assistant, Harold L. Wolfe, 
director of the Illinois school-lunch program. 

On March 23, 1955, representatives of the Department of Agri- 
culture were heard by the subcommittee, including Oris V. Wells, 
Administrator, ey Ep Marketing Service; Howard P. Davis, 
Deputy Director, Food Distribution Division, Agricultural Marketing 
Service; Oscar F. Beyer, Nine Area Field Supervisor, Food Distri- 
bution Division, Agricultural Marketing Service; and Lee Dashner, 
Director, Program Appraisal and Audit Division. 

On April 20, 21, and 22, James W. Dunbar, president, Dunbar & 
Co., appeared vo pang before the subcommittee. Mr. Dunbar 
was accompanied by Nathan Voloshen, counselor; Grover Hoff, 
Nathaniel Ruvell, and R. Garrett Phillips, attorneys; Halbert A. 
Schussele and William B. Petty, certified public accountants, and 
A. R. Heinemann, rate expert. 

At the request of the subcommittee, Mr. Dunbar made available 
records of Dunbar & Co. to auditors from the General Accounting 
Office, who prepared a survey of company operations incident to the 
distribution of surplus commodities, and to the subcommittee staff. 
A certified public accounting firm, Murphey & Nash & Jones of 
Decatur, Ill., was retained by Mr. Dunbar to make an examination 
of Dunbar & Co. records, and a report on this examination was given 
to the subcommittee. In addition, the subeommittee was furnished 
copies of a survey by the Department of Agriculture based on the 
operations of Dunbar & Co., which included an examination of that 
company’s commodity accountability records but not its financial 
records. All of these documents are published in full in the appendix 
to the subcommittee’s hearings. 


Reports on operations of Dunbar & Co. 

GAO auditors and Murphey & Nash & Jones each included in their 
reports summaries of income and expenses reflected on the books of 
Dunbar & Co. The General Accounting Office summary covered the 
period from July 1, 1952, to February 28, 1955, the full period the 
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contract was in effect with the exception of the final month. The 
Murphey & Nash & Jones summary covered the period from October 
1, 1952, when commodity deliveries actually began, to February 28, 
1955. Although there are slight variations in the two summaries 
because of the periods cov and differing classification of certain 
‘tems, there does not appear to be any significant difference in basic 
figures, (Relevant portions of these summaries appear as exhibit 3, 
pp. 35 and 36.) 

GAO auditors, for comparative puree, also prepared a statement 
of income and expenses of Dunbar & Co. covering the period from 
ss He 1948, to June 30, 1952. (Exhibit 4, p. 37.) 

Dunbar & Co. was conducted as a proprietorship owned by James W. 
Dunbar, Sr., in 1952; during the calender year 1953 it was a partnership 
of James W. Dunbar, Sr., and Joe A. Dunbar; the first 6 months of 
1954 it was a partnership of James W. Dunbar, Sr., Joe A. Dunbar, 
and James W. Dunbar, Jr.; on July 1, 1954, the business was incor- 
porated with James W. Dunbar, Sr., Joe A. Dunbar, and James W. 

unbar, Jr., as stockholders. 

A warehouse building and truck yard owned by James W. Dunbar 
were used in the commodity operations. ‘Transactions relating to this 
property, as well as a service station and restaurant not connected 
with the commodity operation, were recorded in separate accounts 
during the entire period. The property was incorporated as Dunbar 
Building Co. in July 1954, with James W. Dunbar, Sr., Helen Dunbar, 
his wife, and James W. Dunbar, Jr., his son, as stockholders. James 
Dunbar, Sr., owned 98 percent of the stock in this concern. 

Recseeing, 1 Murphey & Nash & Jones, total revenues from the 
commodity hauling under the Nickell contract from its signing through 
February 28, 1955 (a month before termination of the contract), 
amounted to $1,367,766.21. Dunbar also received $43,236.53 for 
hauling some of the same commodities for the United States Depart- 
ment of Agriculture. This occurred when commodities donated by 
the Department of iculture originated within Illinois and Dunbar 
was hired to deliver them from the point of origin to his own ware- 
houses. Revenues from general and heavy hauling not connected 
with the commodity operation were $192,569.20 from October 1, 
1952, to February 28, 1955. Minor items of other income brought 
total revenues to $1,606,533.67. Recorded expenses for the same 
period, according to Murphey & Nash & Jones, included: 


BORE RN tii dite Maddie chika hdd ae ddpwin cde dee $178, 611. 65 
Supervisory and office salaries_.................-.-.--..------- 152, 390. 53 
Warehousing and cold storage............-.---..-.--------.--- 133, 345. 12 
ne ein naacecamae oa 209, 145. 44 
Truck operation and maintenance--_-__....-......--.-.--------- 191, 894. 41 
General and administrative. ...............---.---------.----- 27, 653. 31 
Sree Ce CN oi ike Srcahincie nes dvkideranenmnecne 25, 515. 21 
Travel gia euiterteinmeited 6c os cla wddcncdndndccncn-<en+o-- 66, 707. O1 
BERR ES 6 EE, TOI: I at EE gah te ER SOON 81, 279. 54 


Dunbar books, according to General Accounting Office auditors, 
indicated that the Dunbar trucking business had not been profitable 
during the years immediately preceding the Dunbar-Nickell contract. 
For the 4% years from January 1, 1948, through June 30, 1952, Dunbar 
books reflected income of $461,262.11 and expenses of $473,093.26 
for a net loss of $11,831.15. The trucking service had last showed a 
profit in 1949 and reported losses were becoming increasingly heavy, 







































































































































as Pacha nie en pi mage ei 
































Sa NIG Oke te af ERROR NI RE TS i RR I ERIE De 











12 DISTRIBUTION COSTS OF DONATED COMMODITIES 


averaging more than $500 a month in 1951 and more than $1,000 a 
month during the first 6 months of 1952. , é 


Dunbar & Co. books 


It is impossible to determine from the books of Dunbar & Co. the 
exact income from commodity operations : ; 

1. The books did not separate expenses relating to. commodity 
operations from expenses relating to other operations. Halbert 
Schussele, Dunbar’s accountant, submitted a statement of net income 
to the subcommittee which contained an allocation of commodity and 
noncommodity expenses. However, Mr. Schussele admitted that the 
allocations in his statement were not reflected on the company books 
and in fact were “just a guess.” In order to accept Mr. Schussele’s 
“guess” as accurate, it would be necessary to make the rather unlikely 
assumption that more than. $65,000 was expended on advertising, 
promotion, travel, and entertainment not connected with the Nickell 
contract in 29 months by a business which had less than $200,000 in 
nongovernmental revenue during that period. 

2. The books reflected a number of transactions between the dif- 
ferent business entities and accounts controlled by James W. Dunbar, 
Sr. As an example, rent paid to the Dunbar ane Sa sponte for 
warehousing and office facilities by the Dunbar trucking operation 
was increased on July 1, 1954, from $600 per month to $2,000 per 
month, although the space occupied and other facilities used were 
unchanged. James W. Dunbar, 5Sr., at all times controlled both the 
trucking operation and the building operation. 

3. It is obvious that many items charged as expenses were not 
reasonably necessary in the commodity distribution operation. 

For example, total expenses charged for travel and entertainment 
were $66,707. Individual items included $555.90 for railroad tickets 
and a chartered plane used in a 1953 eet | trip to Canada attended 
by James Dunbar, Sr., Vernon L. Nickell, Harold A. Wolfe, and 

rank Washam, head of the Chicago school lunch program, In 
explaining the fishing trip, Mr. Dunbar said “It was about the only 
time we could sit down and talk about the school lunch program 
and get their different versions on it.” 

Other items charged to travel expense included two round trip 
airline tickets to Florida, 20 round trip railroad tickets on the All-Star 
Football Game Special, charter of private Beye on numerous occa- 
sions, and more than $4,000 paid to one Chicato hotel. Entertain- 
ment expenses included $1,344 for football tickets, $679 for State 
fair tickets and items recorded as being spent for entertainment of 
Frank Washam and the Chicago Board of Education. Substantial 
sums were also spent for liquor. 

4. A number of entries on the Dunbar books do not. accurately 
reflect the real nature of the transactions involved. 

William B. Petty, a partner in Murphey & Nash & Jones, told the 
subcommittee that while his firm’s audit contained an accurate 
statement of expenditures reflected on the books of Dunbar & Co.. 
he could not state that every expenditure was proper. Petty said 
that his firm had made no investigation to determine whether all 

ersons on the Dunbar payroll actually performed services. Ralph 
Turnbull & Co., the accounting firm which Dunbar & Co. 
financial statements for the years 1953 and 1954, stated that it could 
not express an opinion on the representations in the statements 
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because the scope of their engagement “did not include all of the 
generally accepted auditing procedures.” 

Examples of questionable items include: 

@ A $249.92 payment to J. T. Giblin which was listed as selling 
and advertising expense for Dunbar & Co. The supporting voucher 
furnished to the subcommittee indicated only that the payment was 
for 5,000 pencils. Further inquiry by the subcommittee established 
that the pencils were imprinted with the following legend: 


“Nail your vote to the man you know 
James W. Dunbar 
Republican for 
Clerk of the Probate Court” 


Other payments were made to Joseph M. Langley by Dunbar & Co. 
checks for political advertising urging reelection of James W. Dunbar 
as clerk of the probate court. Dunbar & Co. also paid for television 
time for a Feats broadcast of President Eisenhower in the Spring- 
field area during the 1954 campaign, although it is contended that 
this was adjusted in January 1955. 

(6) Entries reflecting pa t of $2,400 to the Park Dearborn, «& 
Chicago apartment hotel, for a year’s rental of an apartment at $200 

month. The apartment was ostensibly for the use of Dunbar & 

. executives on necessary business trips to Chicago. However, 
information obtained by the subcommittee indicates the apartment 
was used by Bernard Sulski, Dunbar’s Chicago office manager. The 
subcommittee’s information further indicates that two different 
apartments were rented: one from August 1, 1953, to January 31, 
1954; and another from February through July. Although the sub- 
committee was informed that rent for the second apartment was only 
$150 per month, Dunbar & Co.’s books recorded payment of $200 
per month. 

(ec) A $3,500 “bad debt” deduction made by Dunbar & Co. in 1953. 
This amount allegedly represented the uncollectible balance of a 
$7,000 loan made to Paul F. Wolfinger of Houston, Tex., in 1951. 

A letter dated June 11, 1953, from Wolfinger to Dunbar concerning 
the matter reads as follows: 


Dear Sir: Enclosed herewith please find a personal check 
in the amount of $3,500 as payment of loan as agreed between 
you and myself in our telephone conversation. 
Yours very truly, 
Pau. F. Woirincer. 
A notation indicates enclosure of Wolfinger’s check No. 147 on the 
Second National Bank of Houston for $3,500 as ‘“‘Payment of dis- 
counted loan in full.” 
However, the subcommittee has a copy of a second letter from 
Wolfinger to Dunbar, also dated June 11, 1953, which states: 


Dear Jim: The letter enclosed with this check is meant for 
the pu that you and I discussed ed As later talked 
about I will bring or send to you the other $2,000 in cash, 
thus eliminating the necessity of your having to cash the 
check through the bank there. 

As ever, your friend, 
PavuL. 


90020°-—-57 H. Rept., 84-2, vol. 9-——24 
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Records of Dunbar & (> examined by the subcommittee did not 
reflect receipt of cash frou Paul Wolfinger. 


Establishment of rates 


The State plan of operation for the distribution of Government. 
donated commodities stated that Dunbar & Co.’s— 


Unit prices as established are based upon a survey of prevail- 
ing warehouse and trucking rates that exist in the State of 
Illinois at the present time governed and directed by the 
Illinois Commerce Commission. 


In a letter sent to all schools pacticipatitns in the school lunch pro- 
ic 


gram, the Illinois superintendent of public instruction also stated 
hat— 


The amount of charges, as established, were arrived at after 
a survey and investigation of similar charges made by sur- 
rounding States and the trucking, warehousing, and handling 
charges that prevail in the State of Illinois at the present 
time. 
However, testimony before the subcommittee indicated that no such 
survey had been made by either the State office or the area office, 
and Mr. Nickell said he knew nothing about trucking or warehousing 
costs. 

An investigation of prevailing warehousing and trucking rates in 
Illinois was made by the Program Lopeedaal: and Audit Division of 
the Agricultural Marketing Service as a part of a survey of the opera- 
tions of Dunbar & Co. conducted in January and February 1955. 
After applying tariff charges to 94 actual shipments made to different 
schools and ihetitutions by Dunbar & Co. in November 1954, the 
survey concluded that Dunbar & Co.’s unit rates were considerably 
in excess of the estimated amounts that would have been charged for 
storage and delivery of the same commodities under published tariff 
rates. 

The Department of Agriculture survey contained the following 
paragraph regarding establishment of rates: 


Mr. Harold A. Wolfe, director, State school luch program, 
and Mr. James W. Dunbar, president, Dunbar & Co., stated 
that the commodity rates established in 1952 were based on 
rates then prevailing in the State of Michigan. Messrs. 
Wolfe and Dunbar stated the upward adjustments made to 


some of the Michigan rates were due to conditions peculiar to 
Illinois. 


As indicated by the survey, the unit rates established by Dunbar 

Co. on a number of commodities were higher than the unit 
rates charged for the same commodities in Michigan. In Michigan, 
for example, the unit rate on dry beans was 1 cent per pound when the 
beans were delivered in 100 pound bags; and 4 cents per pound when 
the beans were repackaged by the outlet into smaller packages. 
Dunbar & Co.’s unit rate was 4 cents per pound for beans in 100-pound 


PORTER BOREL IE Sr 


base 


Sabres 


a 
: 


bags. 

Testimony at the hearings indicated that a factor considered to ne- 
cessitate upward adjustments from Michigan rates was that “in 
Michigan their program was allowed to use some county institutional 
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warehousing free of charge, some warehousing in State institutions 
free of charge, and when necessary, the use of State trucks without 
charge,” while in the State of Illinois these services were not available. 
However, the Michigan State official responsible for commodity dis- 
tribution has denied unequivocally that commercial distributors were 
allowed to use State warehousing or State trucks either before the 
Dunbar contract was signed or during the time it was in effect. (See 
exhibit 5, p. 37.) 

The contract between Dunbar & Co. and the superintendent of 
public instruction specified that— 


* * * Charges for handling, storage, processing and delivery 
and terms of payment are to be arranged y the outlet 
[Dunbar] and recipient agencies and approved by the State 
agency. 

However, it appeared from the testimony that rates were not dis- 


cussed with the recipients but were arranged between Dunbar and 
the State agency. 


Reasonableness of rates 


Rates charged by Dunbar & Co. for commodity distribution were 
extremely high as compared to rates charged recipients in other 
States. This fact was called to the attention of the Department of 
oe ae by the General Accounting Office on April 27, 1954. 
The General Accounting Office pointed out that in fiscal 1953 distri- 
bution costs in Illinois were 9.48 percent of the value of commodities 
as compared to 7.48 percent in Michigan, 5.6 percent in Indiana and 
4.87 percent in Ohio. Oris Wells, Administrator of the Agricultural 
Marketing Service, told the subcommittee that he believed the Illinois 
commodity distribution to be ‘‘the highest cost operation of its kind in 
the various States with which we are operating.” Oscar Beyer, 
Chicago area oflice supervisor, in referring to the [llinois rates, said 
“they were the highest rates that we knew of and we pointed them 
out as being the highest rates.” 

A. A. Marshall, general manager of the Motor Carriers Tariff 
Association, Inc., St. Louis, Mo., said in a letter to Dunbar, which 
was submitted to the subcommittee, that services rendered by Dun- 
bar & Co. were “unique and specialized” and could not be compared 
to rates of motor common carriers since there were no established 
charges for similar services. Mr. A. R. Heinemann, assistant manager 
of the Motor Carriers Tariff Association, testified before the subcom- 
mittee in support of this argument. 

There is some validity to this position. Dunbar obviously per- 
formed administrative and management work in connection with the 
school lunch program which sould not normally be obtained from a 
common carrier. There is also evidence that delivery service by 
Dunbar may have included items not called for in the usual point to 
point tariff rate. 

However, it is important to note that more than half of the actual 
delivery to recipients and warehousing of commodities was done by 
subcontractors. According to a summary made by the General 
Accounting Office, of 41,427,275 pounds of commodities delivered 
during all but the last month of the contract 21,088,288 pounds were 
delivered to recipients by subcontractors and 20,338,987 pounds were 
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delivered by Dunbar & Co. Subcontractors used Dunbar trailers 
in delivering approximately 4 million pounds. 

It appears from records of the Department of Agriculture for this 
29-month period that only about 13 million pounds of commodities 
were shipped to the Dunbar warehouse in Springfield while more than 
28 million pounds were received at subcontractors’ warehouses. Al! 
of the freezer and refrigerator storage was supplied by subcontractors, 
while Dunbar furnished only less costly dry storage. 

For delivery to recipients of half the Zommaindities: Dunbar paid 
subcontractors, according to his books, $203,354. For 70 percent of 
the storage, Dunbar paid $124,944. These amounts presumably 
included a reasonable profit for warehouse and trucking subcontractors 

For about 50 percent of deliveries to recipients and 70 percent of 
storage costs, Dunbar paid a total of $328,298. For his own services 
in performing 50 percent of the actual deliveries and 30 percent of the 
warehousing, together with administrative work and other functions 
necessary for the overall commodity operation, Dunbar received more 
than $1 million. 

Mr. Heinemann, Dunbar’s rate expert, admitted that this was the 
first time in his experience he had ever come across a situation where a 
man who didn’t have the equipment to handle it got a contract and 
subcontracted to someone else. Mr. Heinemann also stated that he 
had not had much experience with contract carriers and that contract 
rates for services might well be lower than common carrier rates. 

Total revenues reported by Dunbar & Co. for all trucking operations 
during 29 months in which the commodity contract was in effect were 
about $1.6 million. Total expenses reported, which were undoubtedly 
overstated, were a little over $1.2 million. The ratio of expenses to 
revenues was thus about 76 percent for a gross return of about 24 
percent of revenues. The Interstate Commerce Commission in a 
number of rate decisions has recognized that a 93-percent ratio of 
expenses to revenues, or about a 7-percent gross return, is reasonable. 

An attempt to ascertain whether Dunbar received an unreasonable 
return on his investment in the trucking operation might reach an 
amazing conclusion if figures derived from ‘Dumbat's unusual book- 
keeping were used, since according to his own books the Dunbar 
trucking operation had a net worth on July 1, 1952, of minus $7,123. 
However, even assuming that equipment and facilities used in the 
commodity operations were worth $100,000 at the beginning of the 
contract, which seems a generous estimate, it wild appear that 
Dunbar received more than 100 percent return annually on his 
original investment. 

harges made by Dunbar & Co. are perhaps not strictly comparable 
to common carrier rates. They can be compared on an equal basis, 
however, to the rates charged by the Cox Transfer Co. which now 
has the Illinois commodity distribution contract. This concern, so 
far as the subcommittee knows, is performing exactly the same 
services previously furnished by Dunbar. Cox charges are not 
based on a unit rate for each commodity, as were Dunbar’s, but are 
either $1.31, $1.71, or $2.11 per hundredweight, depending on whether 
dry, refrigerated, or freezer storage is required. 

Cox charges are much lower than Dunbar rates for the same 
services. As an example, Dunbar at first charged $5.50 to distribute 
100 pounds of butter, later reducing the charge to $4. The Cox 
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charge is $2.11. If Dunbar’s lowest unit rates had been in effect 
during the entire 30 months in which he made commodity deliveries, 
his services stil) would have cost recipients more than $1,350,000. 
If the same commodities had been delivered during this period at the 
Cox rates instead of Dunbar’s, recipients would have paid less than 
$800,000, a difference of more than half a million dollars. 

Rates paid by Chicago and State institutions 

The expensive nature of Dunbar service was particularly pronounced 
in the case of deliveries made to the city of Chicago and State institu- 
tions. Prior to the Dunbar contract, both Chicago and large State 
institutions had received deliveries of commodities in direct carload 
and split-carload shipments without charge. The Chicago Board of 
Education paid a trucking firm, Senate Cartage Co., to distribute 
commodities to individual schools after receipt of carload shipments. 
Large State institutions which received direct shipments paid only 
remereay minor costs of handling carload shipments after they were 
received. 

Under the Dunbar-Nickell contract a system of unit rates was 
established in which the charge made to a recipient for delivery of 
each commodity was the same regardless of how large the shipment 
was or how far it had to be hauled. For example, Dunbar’s charge for 
delivering beans was $4 per hundred-pound bag, no matter how many 
bags were delivered, and regardless of whether the beans had to be 
hauled 200 miles or merely from a railroad siding to a school in Chicago. 

Oscar Beyer told the subcommittee he had suggested that direct 
shipments be made to Chicago and any other city that could take care 
of carload and split-car shipments but that his suggestion was rejected 
in favor of the uniform rate system. Beyer stated that “It was Mr. 
Nickell and Mr. Wolfe that wanted the uniform rates throughout the 
State.” 

Beyer also testified that from his experience he believed direct ship- 
ments in carload or split shipments could be made to State institutions 
at a substantial saving of cost. However, Beyer said his suggestion 
was rejected by Wolfe and Nickell, who “insisted rather forcibly” that 
all shipments to State institutions go through Dunbar and be paid for 
at Dunbar’s unit rates. As a result, although shipments to Chicago 
still were delivered to the city in carload lots and distributed to the 
schools by the Senate Cartage Co., the city of Chicago paid Dunbar, 
who hired Senate to make the actual deliveries at a fraction of his own 
unit rate. 

Fees paid to Dunbar reached fantastic amounts in the case of some 
of the larger State institutions. For example, the Chicago State hos- 
pital in November 1954 received a shipment of 75,000 pounds of com- 
modities (less than 3 carloads). Although Dunbar & Co. hauled the 
commodities less than 20 miles, the shipment cost $2,150. There 
were at least 11 shipments by Dunbar & Co. to large State institutions 
ranging from 19,000 to 75,000 pounds in weight during this one month 
which cost more than $500 for the single shipment. Seven of these 
shipments cost more than $1,000 each and 3 cost more than $2,000. 
According to testimony at the subcommittee’s hearings, there is no 
evidence that responsible State authorities ever objected to paying 
such charges. 

It was contended that the unit rates involving higher costs to 
Chicago and State institutions were necessary in order to equalize 
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rates throughout the State. However, it was noted that in Michigan, 
which also has unit rates, deliveries are made direct to State institu- 


tions and the city of Detroit. Michigan unit rates were substantially 
lower than the Dunbar rates. 


Dunbar relationships with Frank Washam 


Dunbar testified that he had talked to Frank Washam, director of 
lunchrooms for the Chicago Board of Education, before setting up his 
statewide plan of operation. Although rates paid by Chicago schools 
increased tremendously under the plan, Dunbar stated that Washam 
had never made any protest about the rate-equalization system, either 
at the time the contract was negotiated or since that time. 

Records of Dunbar & Co. disclosed that a company check for $5,000 
dated April 20, 1954, and made payable to F. O. Washam special 
account had been endorsed and deposited by Washam. The sub- 
committee was informed that this amount represented an investment 
in Pacific Mining Industries, Inc., a concern headed by Washam 
which hoped to extract gold from waste ore through use of a new 
machine. Dunbar stated that the investment had been transferred 
to his drawing account, and that he had not as yet received any 
dividends. 

Dunbar also testified that he and Washam had been good friends 
before he obtained the commodity distribution contract, and that 
Washam, along with Nickell and Wolfe, had accompanied him on a 
fishing trip in 1953 for which transportation had been purchased with 
a company check. Dunbar added that he had gone on fishing trips 
with Washam before the contract. 

Expense accounts of Bermard Sulski, Dunbar’s Chicago office 
manager, for October 1953 and November 1954—the only months 
examined by GAO auditors—reflected the following reported ex- 
penditures: 

October 1953: Entertainment, BOE staff, F. Washam, $146. 
November 1954: Entertainment, BOE, F. Washam, $38. 


Complaints 


Section 11 of the agreement between the United States Department 


of Agriculture and the Illinois superintendent of public instruction 
provided that— 


The agency further agrees to investigate promptly all com- 
plaints received in connection with the distribution or use of 
the donated commodities and to correct any irregularities 


disclosed, reporting promptly to the Department in each 
instance. 


The section also provided that the Department of Agriculture— 


shall have the final determination as to when a complaint 


has been properly adjusted, whereupon it shall be considered 
closed. 


Section 9 of the Dunbar-Nickell contract provided that Dunbar & Co. 
agree— 


to investigate promptly all complaints received in connection 


with the distribution of commodities and to correct any 


irregularities disclosed, reporting promptly to the State 
Agency in each instance. 
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In his testimony before the subcommittee, James W. Dunbar stated 
flatly that he had never received any complaints either from the schools 
or from Nickell about his prices being too high. Mr. Nickell told the 
subcommittee that “I never knew there were any complaints about 
rates.” Mr. Beyer stated when asked if he had received complaints 
from schools or institutions about the high cost of distribution that 
“T do not believe a single complaint has come to our office.” 

However, Harold Wolfe told the subcommittee that he had received 
complaints from schools during the first year. An October 28, 1952, 
memorandum from Oscar Beyer to the Washington office regarding 
the first distribution of commodities to 1,600 schools contains the 
following statement: 


It is very evident that the Illinois State agency will be 
obliged to heed our admonitions regarding door-to-door 
delivery charges since, according to Harold Wolfe, ‘about 
75 complaints were received.”” These complaints have 
reached Mr. Nickell’s desk. According to Mr. Wolfe, the 
State superintendent is watching the situation very closely. 


Spoilage 

Section 5 of the agreement between the USDA and the Illinois 
State agency provided that the agency should furnish “proper facilities 
to receive, handle, store and distribute commodities.”’ In his state- 
se tio the subcommittee, Mr. Nickell stated that Dunbar had 
agreed— 


to furnish the necessary facilities for the proper delivery of 
both ordinary commodities and perishable commodities and 
warehousing to cover all types of commodities and be main- 
tained at proper established temperatures. 


Nickell also said Dunbar had agreed to make refund to the Treasurer 
of the United States for all damaged commodities. 
Witnesses before the subcommittee praised the Dunbar delivery 
ncn Mr. Nickell stated that through December 1954 there had 
een 


no spoilage, or food in poor condition due to the fault of 
the contracted outlet in their care and handling of food 
commodities. 


Oris Wells, AMS Administrator, told the subcommittee that it was 
his understanding that Dunbar & Co. had been rendering excellent 
service and that distribution was satisfactory except for rates. The 
area office supervisor, Oscar Beyer, flatly stated that— 


During the time the State Department of Education has 
administered the program, we have had no cause to be 
critical of the delivery system. It has been prompt and 
efficient. Commodities requiring various types of storage 
have been properly handled, Early in the progran, due to 
lack of experience in handling such a variety of foods, some 
deficiencies were observed but these were promptly cor- 
rected and have not recurred 
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Dunbar himself stated that— 


we actually had less than a $1,000 loss in shortages and 
damages. 


The subcommittee later learned that spoilage of large quantities 
of butter had occurred a few months before the testimony of all these 
witnesses. 

According to an audit of the Illinois distribution program completed 
by the Program Appraisal and Audit Division of the AMS in August 
1955 (exhibit 6, p. 38), the State agency had informed the area 
office by telephone on October 29, 1954, that 3 State institutions and 
10 or 12 schools had reported receiving moldy butter. It further 
appears that 4,455 pounds of butter delivered by Dunbar to the 
Alton State Hospital was moldy and unfit for human consumption. 
Oscar Beyer himself, with the knowledge and approval of the Wash- 
ington office, wrote a letter to Harold Wolfe on November 1, 1954, 
authorizing use of the spoiled butter for making soap. 

The audit noted that some schools reporting spoiled butter had 
been told by Harold Wolfe that certain carlots of butter received by 
the State agency in refrigerated cars had been exposed to brine 


drippings that might have penetrated the butter and caused mold. 
However, the audit stated that— 


we found no evidence in the distributing agency’s shipping 
files or other files to support that statement. 


The audit also indicated that certain carlots of butter had been stored 
by Dunbar & Co. for long periods at temperatures above zero in 
violation of USDA storage regulations. 

The audit recommended that determination be made of the extent 
of the loss resulting from spoiled butter and that responsibility for the 
loss be fixed. The audit noted that Harold Wolfe contended butter 
was delivered in good condition, that mold developed after distribu- 
tions were made, and that the whole question of moldy butter was 
considered a closed issue which had long before been settled with the 
area office. According to information received by the subcommittee, 
a claim for $2,856.33 for 4,768 pounds of spoiled butter is now being 
asserted against the State agency but has not been paid. 

Shipments of excessive quantities of butter 

The agreement between the Department of 7 tga and the 
State agency provides that distribution “shall not be in excess of the 
maximum rates of distribution established by the Department.” 
The Department’s recommended rate of distribution for butter 
donated to persons in State institutions was 1% pounds per person 
per month. In July 1954 the Department of Agriculture sent 660,000 
pounds of butter to Illinois for distribution to 70,000 persons in State 
institutions, enough to last more than 6 months at the reeommended 
rate of distribution. An additional 345,000 pounds of butter was 
sent the next month. While commodities do not necessarily have to 
be distributed to recipients the same month they arrive in the State, 
it is difficult to understand the action of the Department in allowing 
the equivalent of a 9 months’ supply of a perishable commodity like 
butter to be shipped to Illinois in 2 months. No satisfactory 
explanation of this action has been given by the Department. 
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Commodity accountability 

Dunbar & Co. itself was responsible for checking on deliveries to 
insure that food actually was received by recipients, subject to the 
supervision of the State agency. Although there is evidence indicat- 
ing that in some respects Dunbar service was good, there were serious 
deficiencies from the standpoint of commodity accountability. 

An audit by the Department of Agriculture of the first 4 months of 
commodity distribution under Dunbar, completed on March 3, 1953, 
disclosed a number of shortages and complained of “laxity” in Dun- 
bar’s controls governing receipt and distribution of commodities. 
Harold Wolfe, according to the aduit— 


stated that he considered the differences reasonable in view 
of [Dunbar’s] lack of experience in handling the distribution 
of commodities. 


However, the Department of Agriculture did not accept this explana- 
tion and Dunbar paid $218.52 to the Treasurer of the United States 
as reimbursement for the value of the commodities. In September 
1953 a new claim was asserted in the amount of $754.73 for additional 
shortages which had been “overlooked” during the audit. After a 
conference attended by Dunbar, Wolfe, Frank Washam, and a 
representative of the area office, Oscar Beyer recommended that the 
claim be canceled. This recommendation was accepted by the 
Washington office of the Food Distribution Division. 

As a safeguard against diversion to unauthorized uses, donated 
commodities normally bear distinctive labels with a printed warning 
that the commodities are not be be sold or exchanged. In June and 
July 1953 and April, May, and June 1954, Dunbar & Co. had a total 
of 515,000 pounds of bulk butter repackaged into 1-pound prints 
bearing commercial labels. The repackaging was done by the it. C. 
Christians Co., of Chicago. Although the Christians Co. has re- 
packaged large quantities of butter into properly labeled packages 
under contract with the Department of Agriculture, it was explained 
that none of the printed wrappers were available and obsolete com- 
mercial wrappers were used to avoid the necessity of having additional 
Government wrappers printed. According to an investigation report 
made available to the subcommittee by the Department of Agricul- 
ture, Oscar Beyer received “verbal authority from Washington” for 
the use of commercial wrappers after such permission was requested 
by Harold Wolfe. The Washington office of the Food Distribution 
Division has been unable to find any record of this incident or to 
advise the subcommittee of the identity of the official who authorized 
use of commercial wrappers. Investigators from the Department of 
Agriculture who: tried to trace the disposition of the commercially 
packaged butter reported that although records of Dunbar & Co. 
indicated that the quantity of butter distributed was equal to that 
received from the fp eee Le of Agriculture, it was possible to 


identify the exact destination of only about 30,000 of the 515,000 
pounds of commercially packaged butter. 


Joe A. Dunbar 
Joe A. Dunbar, nephew of James W. Dunbar, Sr., went to work for 


his uncle’s trucking company at approximately the time the commodity 
contract was obtained. Joe had previously been a partner in a service 
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station in California and had little, if any, previous experience in the 
trucking business. Joe Dunbar worked until the end of 1952 on a 
salary basis. On January 1, 1953, James W. Dunbar and Joe A. 
Dunbar signed a partnership agreement under which Joe A. Dunbar 
contributed no capital but was to receive one-third of the profits in 
return for his services. In 1953, Joe’s one-third share amounted to 
more than $44,000. His services had previously been obtained for 
$100 per week. 

In April 1954 a Dunbar & Co. check for $11,500 was made payable 
to Joe and charged to his drawing account. The check was endorsed 
by Joe and deposited by James Dunbar in the building company 
account. Records of the Dunbar Building Co. indicate that the 
deposit was credited to the capital account of James W. Dunbar. 

James W. Dunbar explained that the $11,500 was a loan from Joe. 
However, no note was issued at that time. When asked why he bor- 
rowed from Joe at a time when Dunbar & Co. had about $60,000 in 
eash on which he could have drawn, James Dunbar said “that would 
be pretty hard to answer’’, 


Bonus payments 


The books of Dunbar & Co. recorded bonus payments totaling 
$32,000 to supervisory and office employees (exhibit 7, p. 71). The 
payments were made in late December 1953 and in January, March, 
and early December 1954. Total bonus payments made to four of 
the employees over a period of less than a year exceeded their annual 
salaries. According to GAO auditors, checks representing gross 
bonus payments of at least $20,000 were cashed at banks rather than 
being deposited (exhibit 8, p. 72). Photostats obtained by the sub- 
committee indicate that 11 checks for net amounts of $1,200 or more 
were endorsed and cashed by the payees on the date of issue. Dunbar 
testified that the large bonuses were paid to retain the services of 
valuable employees and to compensate for overtime, but stated that 
he could not tell why the checks were cashed. 

Dunbar & Co. apparently was not as generous with all employees 
as with the six receiving large bonuses. According to information 
received from the Department of Labor, an investigation by that 
Department disclosed that Dunbar & Co. had failed to make overtime 
payments to certain employees as required by the Fair Labor Stand- 
ards Act. The firm was ordered to pay back wages to the emplovees 
involved, but three of them refused to accept the amounts offered by 
Dunbar & Co., contending they had worked 43 hours per week rather 
than the 41 for which payment was offered. 


Payments to Max Landesman and A. Dubois 


Records of Dunbar & Co. indicated payment of $2,400 to Max 
Landesman in September, October, and November, 1954. Landes- 
man was identified by Dunbar as the Chicago office manager during 
that period. However, an employee who worked in the Chicago office 
at the same time advised a subcommittee investigator that Landesman 
was never in the Chicago office and that she did not know he was on 
the payroll. Although Harold A. Wolfe, director of the Lllinois 
school-lunch program, told the subcommittee he had no outside 
income, his 1952 Federal income tax return disclosed income of 
$1,121 from a partnership with Max Landesman. 1953 and 1954 


. 
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returns filed by Wolfe do not reflect any income from the partnership 
nor from disposition of his partnership interest. 

Payroll records of Dunbar & Co. list A. Dubois as a clerk in the 
Chicago office from July 1, 1953, to July 31, 1954, at a salary of $350 
per month. When asked to identify A. Dubois, Dunbar stated: 
“She was hired out of the Chicago office. I would not know her if 
I saw her.” Dunbar also said, in response to a question, that he 
did not know if A. Dubois was acquainted with Harold Wolfe. The 
subcommittee later learned that “A. Dubois” is Augusta Dubois, 
who is described in Federal income tax returns filed by Wolfe as his 
mother-in-law. Although Dunbar & Co. records indicate that 
A. Dubois received $2,100 in 1953 and $2,450 in 1954, income-tax 
returns filed by Wolfe for those years state that Augusta Dubois 
received less than $600 gross income and was entirely supported by 
him. The subcommittee found no evidence that Augusta Dubois 
ever performed services for Dunbar & Co, 


Michigan 


A number of references were made during the subcommittee’s 
hearings to the Michigan distribution program, including statements 
indicating that the Illinois program was based on the Michigan pro- 
eae, he subcommittee did not make an investigation of the 
Michigan program. However, a report furnished by the Depart- 
ment of Agriculture stated that the following pronounced differences 
existed between the Michigan and Illinois systems: 


1. In Michigan there are now 11 commercial outlets han- 
dling the program plus the Detroit Board of Education 
whereas Illinois has but 1 outlet. 

2. In the area served by each outlet in Michigan there is a 
steering committee composed of school superintendents and 
administrators which cooperates fully with the outlets and 
the distributing agency on all matters pertaining to the 
receipt, storage, handling, and distribution of commodities, 
such as charges to recipients, changes in charges, et cetera. 
Such committees do not exist in [llinois. 

3. Service charges cannot be changed without the recom- 
mendation of the steering committee and the final approval 
by the distributing agency. 

4. Many commodities are shipped directly to State insti- 
tutions in portions of carlots or full. carlots without any service 
charge to the institutions. 

5. Commodities are shipped directly to the Detroit Board 
of Education which in turn handles distribution to the schools 
under its jurisdiction. 


FINDINGS AND CONCLUSIONS 


1. The Nickell-Dunbar contract was not consistent with the established 
nonprofit policy relating to commodity distribution programs 
The contract between the Illinois Superintendent of Public Instruc- 
tion and James W. Dunbar turning over the commodity distribution 
program in Illinois to Dunbar & Co. was not consistent with the inten- 
tion of Congress and the announced policy of the Department of 
Agriculture that such programs be nonprofit. 
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The declared policy of Congress, as set forth in the National School 
Lunch Act, is to assist the States in establishing and maintaining non- 
profit school lunch p . The Department of Agriculture has 
applied this policy to Federal-State commodity distribution agree- 
ments by establishing a basic requirement that the program as oper- 
ated by the State must be nonprofit. The Department specifically 
requires that proceeds from any charges made to the recipients must 
be no greater than the cost of distribution to the State. Under this 
policy the State of Illinois would not have been allowed to make a 
profit from its management and control of commodity distribution 
even though that profit might be used for some worthy public purpose. 
Through the Nickell-Dunbar contract, however, the Department 
permitted the State to delegate management and control of com- 
modity distribution to Dunbar & Co. Thus Dunbar & Co. was al- 
lowed to make a profit for private purposes for performing the very 
same functions on which the State was prohibited from making a 
profit for public purposes. 

The subcommittee sees no objection to the hiring of private concerns 
to perform specified services in connection with commodity distribution 
programs so long as appropriate safeguards are in effect to protect 
the public interest. A firm hired to perform services would naturally 
be expected to make a reasonable profit, and it seems to the subcom- 
mittee that the exact amount of profit realized is of little concern so 
long as the cost of the services rendered is reasonable and competitive. 
But there is a clear distinction between utilizing commercial facilities 
to carry out specified functions of a commodity distribution program 
and turning the management and control of the program over to a 
commercial operator. If the State of Illinois wt 4 hired commercia! 
truckers to haul commodities or commercial warehousemen to store 
them, a reasonable profit to the firms furnishing such services would 
have been an entirely proper part of the cost to the State and the 
State could pass on the full amount of such costs to the recipients. 
However, the State would have been allowed to charge recipients only 
the actual cost of its own services in operating the ore ae 

Since Dunbar performed the entire commodity distribution opera- 
tion in Illinois, he received a profit not only on trucking and warehous- 
ing services, but also on management services which normally would 
be performed by the State itself without profit. The Nickell-Dunbar 
contract thus made the Department of Agriculture’s expressed non- 
profit policy completely ineffective in Illinois, since it allowed the 
State to delegate the commodity distribution program to an agent 
who was not required to comply with the policy. ; 

The Department of Agriculture has stated that it has raised no 
objection to contracts delegating administrative functions to private 
companies as long as these functions are performed at a reasonable 
cost. The subcommittee disagrees with this position. We see no 
objection to utilizing commercial facilities in commodity distribution 
programs whenever circumstances make it advisable. But we believe 
that commodity distribution programs should be managed and con- 
trolled by persons whose only responsibility is to the public and whose 
actions are not subject to possible influence by personal financial 
interest. 





DISTRIBUTION COSTS OF DONATED COMMODITIES 25 





2. The Nickell-Dunbar contract was negotiated under questionable 
circumstances 

The Nickell-Dunbar commodity distribution contract was nego- 
tiated without competitive bids; without advertising or adequate 
publicity; without any effective attempt to interest other firms—in 
short, without competition. One company, and only one company, 
was in the picture from beginning to end. There was never any real 
doubt that it would get the contract. 

James W. Dunbar, owner of the selected firm, was a political associ- 
ate of the State superintendent of public instruction. He operated 
his trucking business during such time as he could spare from his 
responsibilities as probate clerk of Sangamon County, a position for 
which he received a $6,000 annual salary. 

State officials who negotiated the contract did not make an investi- 
gation of Dunbar’s ability to handle the commodity distribution 
program. Dunbar’s experience in hauling commodities was limited 
and he had, of course, never previously operated a commodity dis- 
tribution program. His firm had been specializing unprofitably in 
construction work and heavy hauling during the years immediately 
preceding his success in obtaining the commodity contract. At the 
time the contract was signed Dunbar’s equipment was completely 
inadequate to carry out his contractual obligations. While he later 
obtained additional equipment, it was necessary for Dunbar to rely 
on subcontractors to handle a substantial part of the commodity 
distribution throughout the contract period. 

State officials insisted that the city of Chicago and large State 
institutions, which had previously received commodities in direct 
carload shipments, obtain all commodities through Dunbar at Dun- 
bar’s rates despite the obviously higher cost of such an arrangement. 

Although the contract provided that distribution charges should 
be arranged with the recipients, it was apparent that the rate schedule 
presenteu vy Dunbar had not been negotiated with schools receiving 
commodities. While it obviously would have been difficult to arrange 
rates individually with each separate school, there is no evidence of 
any serious attempt to give the recipients a voice in the rates charged 
by some more practical method, such as negotiating rates with com- 
mittees selected by the schools. It was evident also that no survey 
of prevailing warehousing and trucking rates in Illinois had been 
made as declared in the State plan of operation. 


8. The cost of distributing donated commodities in Illinois through 
Dunbar & Co. was clearly excessive 

The cost of distributing donated commodities in Illinois from 
October 1952, through March 1955, was clearly excessive. The ex- 
cessive cost was almost entirely due to the extremely high rates 
charged by Dunbar & Co. for its services. These rates were the 
highest in the country for commodity distribution, according to 
uncontradicted statements made at the subcommittee’s ote “¢ 

Rates charged by Dunbar & Co. were nearly double those later 
obtained through competitive bidding. Under the present contract 
between the State agency and the Cox Transfer Co., maximum charge 
for distribution of any commodity is less than 24% cents per pound; 
Dunbar’s rate on the same commodities was as high as 5% cents per 
pound, If the same donated commodities had been distributed from 
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October 1952 through March 1955 at Cox’s rates instead of Dunbar’s 
more than half a million dollars in Federal, State, and local funds 
paid for commodity distribution would have been saved. 

The excessive cost of commodity distribution through Dunbar was 
particularly pronounced in the case of Chicago schools. Commodity 
deliveries in Chicago were made for Dunbar & Co. by the Senate 
Cartage Co., the same trucking firm which handled deliveries prior to 
the Dunbar contract. However, the schools paid Dunbar instead of 
Senate, at rates much higher than those previously in effect, 

Dunbar’s charges to some of the larger State institutions reached 
fantastic amounts, with the cost of many single shipments exceeding 
$2,000. The subcommittee found no evidence that responsible State 
authorities ever objected to paying these charges. 

A relatively minor factor in the excessive cost of commodity 
distribution was the duplicate records maintained by Dunbar «& Co. 
and the State agency. 


4. Inordinate profits of Dunbar & Co. constituted the major portion of 
the excessive cost of distributing donated commodities in Illinois 

It was impossible to determine the exact income realized by Dunbar 
& Co. from its commodity operations bacause: 

(a) Dunbar & Co. books did not separate expenses relating to 
commodity operations from expenses relating to other operations 
engaged in during the same period, such as construction work 
and heavy hauling; 

(6) A number of entries reflect unusual transactions between 
different business entities and accounts controlled by James 
W. Dunbar; 

(ec) Many expenses charged to Dunbar & Co. could hardly be 
considered reasonably necessary in the commodity distribution 
operation. For example, expenses charged to “travel and 
entertainment” totalled more than $66,000 and included such 
items as a chartered plane used for a fishing trip to Canada by 
Dunbar, Nickell, Nickell’s assistant, Harold Wolfe, and Frank 
Washam, director of lunchrooms for the Chicago Board of 
Education; 

(d) A number of entries on Dunbar & Co. books do not accu- 
rately reflect the real nature of the transactions involved. Exam- 
ples include charging of political expenses as “advertising” and 
a questionable “bad debt” deduction. 

Dunbar’s own figures show a net income from all trucking operations 
of $396,549 during the period from October 1, 1952, to February 28, 
1955, which covered 29 of the 30 months in which the firm actually 
distributed food. Total revenues for the period were $1,606,533 of 
which $1,367,766 was derived directly from the commodity contract 
and $43,236 came from related hauling of commodities for the United 
States Department of Agriculture. Reported revenue from general 
and heavy hauling was $192,569. 

Dunbar & Co.’s reported net income of $396,549 from all operations 
was more than 24 percent of gross revenues, an extremely high per- 
centage of profit even if its own figures are accepted without question. 
According to Dunbar’s figures, the company’s profits were more than 
10 times the value of his investment in the trucking operation on 
October 1, 1952. Since net losses totaling more than $12,000 were 
reported on noncommodity operations in 1950, 1951, and the first 





DISTRIBUTION COSTS OF DONATED COMMODITIES 27 





half of 1952, it is highly doubtful that much, if any, of Dunbar’s 
rted profits were due to such sources. 
he subcommittee believes that Dunbar & Co.’s actual profit from 
the commodity operations greatly exceeded the nearly $400,000 total 
net income reported ; it has been unable to determine the exact amount. 
If Dunbar & Co.’s rates had been reasonable, its profits would be a 
matter of little concern to the subcommittee. But Dunbar & Co. 
rofits were so great that they constituted the most important single 
actor in its excessive rates. As an example, Dunbar figures show 
that subcontractors were paid a total of $328,000 for performing 
about half the commodity deliveries and 70 percent of the storage. 
Although this amount included a profit for the subcontractors, it 
was far less than the amount retained in profits alone by Dunbar & Co. 


5. Donated commodities were not properly protected from spoilage or 
diversion 

Testimony of witnesses that Dunbar service was practically perfect 
from the standpoint of deterioration of commodities was contradicted 
by definite information later obtained by the subcommittee which 
showed that at least 4,400 pounds of butter delivered by Dunbar & 
Co. was unfit for human consumption and was made into soap. Other 
evidence indicates that Dunbar failed to comply with USDA regula- 
tions requiring zero storage for butter stored over 2 weeks. 

Although donated commodities usually bear distinctive labels 
warning that they are not to be sold or exchanged, Dunbar & Co. had 
more than 500,000 pounds of bulk butter repackaged into commercial 
prints bearing brand names. Dunbar records indicate that all butter 
received was distributed to recipients, but Agriculture Department 
investigators were able to identify the exact destination of only about 
30,000 pounds of the commercially packaged butter. 

Though the recommended rate of distribution for butter sent to 
State institutions was only 1% pounds per person per month, more 
than 660,000 pounds of butter was sent to Illinois for distribution to 
State institutions in 1 month. Since a report by the State agency 
indicated this butter was to be distributed to only 70,000 persons, 
this was 9% pounds apiece, or the equivalent of a 6-months supply at 
the recommended rate. 

The subcommittee found that when shortages or spoilage of food 
were discovered, Harold Wolfe almost invariably recommended to the 
area office of the Food Distribution Division that Dunbar not be 
required to reimburse the Treasurer of the United States for the loss. 
In some instances the area office recommended, on the basis of Wolfe’s 
statements, that the USDA not press claims for shortages or damages. 


6. Personal relationships of certain State and local officials with Dunbar 
were inconsistent with their responsibilities in the distribution of 
federally donated commodities 

The subcommittee’s investigation disclosed financial transactions 
and other relationships between Dunbar and certain State and local 
officials whose official actions aided Dunbar to make tremendous 
profits on the commodity distribution program. 

Vernon L, Nickell, State Superintendent of Public Instruction, gave 
the commodity distribution contract to his good friend and political 
associate Dunbar without competition on Dunbar’s own terms. 
Nickell accepted Dunbar’s high rates without question and made 
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no objection to them throughout the contract period. He also 
allowed his assistant, Harold Wolfe, to give Dunbar obviously favor- 
able treatment. While the contract was in effect, Nickell received a 
campaign contribution from Dunbar & Co. and accompanied Dunbar 
on a fishing trip to Canada for which transportation was arranged 
and paid for by the company. Nickell and Dunbar also were finan- 
cially interested in the same oil venture during the contract period. 

Harold Wolfe, director of the Illinois school lunchroom program, 
played a prominent part in the negotiations through which Dunbar 
obtained the commodity distribution contract and worked closely 
with Dunbar during the entire time the contract was in effect. 
Shortly after the contract was signed in 1952, a Chi man named 
Max Landesman received $2,400 as an “employee” of Dunbar & Co. 
Landesman is reported to have been a full-time employee of the Cook 
County Treasurer’s office at the same time and there is little evidence 
that he did any work for Dunbar & Co. Wolfe reported income of 
more than $1,100 from a partnership with Max Landesman in 1952. 
Augusta Dubois, Wolfe’s mother-in-law, received $350 per month 
from Dunbar & Co. for 13 months in 1953 and 1954. The sub- 
committee found no evidence that she ever did any work for the 
company. Although Dunbar & Co. issued checks to Augusta Dubois 
totaling $2,100 in 1953 and $2,450 in 1954, Harold Wolfe claimed her 
as a dependent with less than $600 gross income in each of those years. 

Frank Was! am, Director of Lunchrooms for the Chicago Board of 
Education, never objected to rates charged by Dunbar although costs 
to Chicago schools were much higher than they had been prior to the 
Dunbar contract. Dunbar also talked with Washam, whom he 
described as a good friend, before setting up his State-wide plan of 
operation. A Dunbar & Co. check for $5,000 was endorsed and 
deposited by Washam in 1954. The subcommittee was informed that 
the amount represented an investment by Dunbar in a gold mining 
concern headed by Washam. Washam also accompanied Dunbar, 
Nickell, and Wolfe on the Canadian fishing trip, using a railroad ticket 
purchased by Dunbar & Co. 

L. W. Hinton is presently superintendent of schools in Sangamon 
County and was formerly chief statistician in the office of Vernon L. 
Nickell. Hinton spoke to a number of local school officials about the 
commodity distribution p m at Dunbar’s request and reported 
they favored the new method of distribution and did not object to the 

rice schedule, according to a letter written by Dunbar to: Wolfe. 
Pisrineé O. Hinton, L. W. Hinton’s wife, received a $150 check from 
Dunbar & Co. every month for 18 months during 1953 and 1954. 
Although Mrs. Hinton did not work in the company office, Dunbar 
contended she typed requisitions in her home. It was noted, however, 
that Mrs. Hinton was first put on the Dunbar payroll in June 1953, at 
ry = when no deliveries to schools were scheduled for the next 3 
months, 


7. The present commodity distribution contract with the Cox Transfer 
Co. has substantially reduced costs, but in many respects it differs 
little from the Dunbar contract 

During his testimony before the subcommittee, the Illinois superin- 
tendent of public instruction stated that he would advertise for com- 
petitive bids on a new commodity distribution contract, and this was 
subsequently done. The low bidder was the Cox Transfer Co. of 
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Soregteld and this firm has handled commodity distribution to 
schools and institutions since September 1955. 

Cox’s rates are not based on a unit rate for each commodity, as were 
Dunbar’s, but are either $1.31, $1.71, or $2.11 per hundredweight 
depending on whether dry, refrigerated, or freezer storage is required. 
For example, the Cox rate for distributing butter, which requires 
freezer storage, is $2.11 per hundred pounds. Dunbar’s final rate for 
butter was $4 per hundred pounds (reduced from $5.50). Conse- 
quently, schools aad institutions now pay $1.89 less for every hundred 
pounds of butter they receive. Since Cox distributed more than 3% 
million pounds of butter during the 1955-56 school year, the savings 
on only one commodity amount to more than $65,000. Total savings 
in Federal, State, and local funds from reduced charges on all com- 
modities delivered by Cox in 8 months amount to about $150,000. 

The Cox contract mag San cmon for inspection of the com- 
pany’s financial records. (The Dunbar contract contained a clause 
providing for inspection of records pertaining to receipt and distribu- 
tion of commodities, but Nickell, Wolfe, and Dunbar contended it 
did not apply to financial records.) In most other respects, however, 
the Cox contract is similar to the Dunbar contract. Control and 
management of commodity distribution has simply been delegated to 
Cox instead of Dunbar. State institutions and Chicago schools still 
do not receive direct shipments, but must obtain all their commodities 
through Cox and pay for them at Cox’s rates. 

The subcommittee’s comments regarding the contract provisions 
should not be interpreted as criticism of the Cox Transfer Co. The 
subcommittee has not studied the operations of the Cox Co. and does 
not have sufficient information on which to make any judgment 
regarding the performance of that firm. The subcommittee is not in 
a position to state whether the rates now charged by the Cox Co. are 
reasonable, but it is obvious that the Cox rates are substantially 
lower than rates previously in effect under the Dunbar contract. 


8. The Department of Agriculture did not carry out and still is not 
carrying out its responsibilities in such a manner as to encourage 
maximum efficiency and economy in the distribution of donated 
commodities in Illinois 

In the opinion of the subcommittee, the area office of the Food 
Distribution Division did not exercise good judgment in failing to 
object to the Nickell-Dunbar contract. Because of its nature, this 
contract was not consistent with the nonprofit policy intended by 
Congress and established by the Department of Agriculture. More- 
over, the lack of competition and other unusual circumstances con- 
nected with negotiation of this contract provided additional reason 
for the area office to withhold approval. any of these circumstances 
were known to the area office when the contract was signed; most of 
the others could have been discovered through reasonably diligent 
inquiry, 

The area office did not affirmatively approve the Dunbar rate 
schedule and there is evidence that it requested reductions on some 
commodities from time to time. However, since it was 15 months 
before the first reduction was made and only a relatively few small 
changes were ever made, the less than vigorous course of action 
followed by the area office was nearly tantamount to approval. If 
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the commodity distribution program in Illinois had been managed 
by the State agency rather than Dunbar, the Department of Agricul- 
ture would have audited the State’s financial records periodically to 
determine whether recipients were being charged toomuch. Although 
the Department of Agriculture declared it believed the Nickell- 
Dunbar contract gave the Department the right to inspect Dunbar’s 
financial records, no effort was made to examine them until Dunbar 
had been delivering commodities for more than 2 years and his high 
rates had been severely criticized by a Chicago newspaper. 

In fairness to the field personnel involved, it must be said that 
their actions were apparently known to and approved by their superiors 
in Washington. Indeed, their reluctance to insist upon rate reduc- 
tions seemed to be completely in accord with the wishes of Washing- 
ton. Moreover, the State superintendent consistently backed Dun- 
bar and area office personnel might understandably have been reluct- 
ant to disagree with him, since Nickell was (and still is) a school-lunch 
consultant to the Secretary of Agriculture. 

In the opinion of the subcommittee, the Department of Agriculture 
did not supervise commodity distribution in Illinois im such a manner 
as to adequately prevent spoilage or diversion of commodities. 
Dunbar & Co. was responsible under its contract for any spoilage or 
shortages of commodities. However, the subcommittee found that 
whenever any spoilage or shortage was discovered, Harold Wolfe 
almost invariably asked that Dunbar not be held responsible. On 
a number of occasions the Department of Agriculture allowed short- 
ages and spoilage to be written off as “inventory adjustments.” 

Both the area office and the Washington office of the Food Distribu- 
tion Division failed to inform the subcommittee that they had au- 
thorized more than 4,400 pounds of butter delivered by Dunbar to 
be made into soap as unfit for human consumption. Whatever their 
intention, this omission had the effect of misleading the subcommittee. 

The action of the Department in allowing the equivalent of a 6 
months’ supply of butter for State institutions to be sent to Illinois 
in 1 month has not been explained. Even more astonishing is the 
reported action of the Department in authorizing repackaging of more 
than half a million pounds of butter in Lponid prints bearing com- 
mercial brand names. In view of the obvious danger of diversion of 
commercially packaged butter, it seems incredible that such a step 
would be allowed under any circumstances. It seems even more 
incredible that authorization would be given verbally and that the 
Department cannot now find any record of the incident or identify 
the official responsible. Agriculture Department investigators were 
later able to identify the exact destination of only about 30,000 of the 
half million pounds of commercially packaged butter. 

In the opinion of the subcommittee, the Department of Agriculture 
exercised poor judgment in consenting to a contract between Nickell 
and the Cox Transfer Co. which, like the Dunbar contract, turns over 
management and control of the commodity distribution program to 4 
private concern. The subcommittee sees no objection to use of com- 
mercial facilities in the performance of specified functions of the 
commodity distribution program; it feels, however, that management 
of the program should rest with State officials who have a responsibility 
to the public. 

The subcommittee believes that the Department exercised particu- 
larly poor judgment in consenting to an arrangement whereby State 
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institutions and the city of Chicago must receive all commodities 
through Cox at Cox’s rates, rather than receiving direct shipments 
in earload or less than carload lots where possible. This action is 
particularly surprising in view of previous investigation of this 
practice by the subcommittee and testimony from Department 
representatives that considerable savings would be accomplished 
through direct shipments. 

The Program Appraisal and Audit Division of the Agricultural 
Marketing Service made a survey of the agreement between the 
Superintendent of Public Instruction and Dunbar & Co. and an 
audit of the commodity distribution program covering the period 
from December 1, 1954, to March 31, 1955, which were very helpful 
to the subcommittee in its investigation. While the survey was 
subject to obvious limitations since it was performed without access 
to the financial records of Dunbar & Co., it clearly indicated that 
distribution charges in Illinois were excessive. The audit disclosed 
information regarding spoilage of butter in late 1954. 


9. Some of the testimony at subcommittee hearings was inconsistent, 
misleading, inaccurate, or conflicting 

All witnesses before the subcommittee testified under oath. How- 
ever, in a number of instances testimony was inconsistent, misleading, 
inaccurate, or conflicting. As a result, the subcommittee’s investi- 
gation was made much more difficult and time consuming. Some 
examples of such testimony are given below. 

Vernon L. Nickell gave the subcommittee information supposedly 
furnished by an independent CPA firm hired to audit the books of 
Dunbar & Co.; later testimony disclosed that the information 
actually was from Dunbar’s own auditor. Nickell also said he never 
made any personal visits to Dunbar before the contract as ‘“‘he was 
not that close’; Dunbar testified that he and Nickell had gone on 
fishing trips together. Nickell said he had no business dealings with 
Dunbar other than the commodity contract and a previous hauling 
contract; Dunbar admitted he and Nickell were interested in the 
same oil venture. 

Harold Wolfe told the subcommittee he had no outside income and 
no financial interest in the operations of Dunbar & Co. While it has 
not determined whether Harold Wolfe received direct financial bene- 
fits from Dunbar & Co. operations, the subcommittee found that 
Max Landesman, Wolfe’s “partner,” and Augusta Dubois, his mother- 
in-law, received checks from the company under questionable cir- 
cumstances. 

James W. Dunbar told the subcommittee that his company spent 
more than $50,000 for travel and entertainment to get new business 
when, according to Dunbar’s own statement, the company was already 
turning down business. Dunbar contended an $11,500 check charged 
to Joe Dunbar’s drawing account and deposited to James Dunbar’s 
credit was a “loan,”’ but could not explain why he needed the money. 
Dunbar’s testimony that a check to J. T. Giblin could not have been 
for political advertising was completely erroneous. 


UNRESOLVED QUESTIONS 


A number of questions were raised by the subcommittee’s hearings 
and investigation concerning the validity of certain alleged expenses 
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of Dunbar & Co. and the possibility that company funds were used 
to provide cash payments or other rt of value to officials involved 
in the commodity distribution egress Their answers would pro- 
vide valuable information regarding the Illinois commodity distribu- 
tion program and the effectiveness of its supervision by the Depart- 
ment of Agriculture. However, since it is ted that these ques- 
tions will be resolved by an investigation now being conducted by the 
Internal Revenue Service in connection with that agency’s responsi- 
bilities, the subcommittee does not feel justified in further pursuing 
its own investigation of these matters at this time. 
These questions include— 

1. Whether a chartered plane paid for by Dunbar & Co. and 
charged as a business expense was actually furnished to Vernon 
L. Nickell for personal use. 

2. Whether certain individuals listed as employees of Dunbar 
& Co. actually performed any services for the company. 

3. Whether funds from company checks allegedly issued in 
payment of profits, salaries, bonuses, and other company expenses 
were received by the designated payee and then delivered in cash 
to James W. Dunbar or other individuals, 

4. Whether Harold A. Wolfe was the real beneficiary of all or 
part of payments allegedly made by Dunbar & Co. to Max Landes- 
man and A. Dubois. 

5. Whether an $11,500 “loan” and other financial transactions 
between Joe A. Dunbar and James W. Dunbar were part of a 


profit-sharing arrangement different from the formal agreement 
between Joe and James. 


RECOMMENDATIONS 


1. The subcommittee recommends that the Department of Agricul- 
ture carefully study this report and the ae hearings with 


a view to further improving the commodity distribution program in 
Illinois. The subcommittee specifically recommends that the De- 
partment— 

(a) Require that the State agency responsible for commodity 
distribution manage and contend the program, rather than con- 
tinuing to allow delegation of this responsibility to a commercial 
enterprise; 

(6) Make arrangements for direct shipments of commodities 
to large school systems and State institutions when such ship- 
ments are warranted for reasons of economy and efficiency; 

(c) Take such action as is necessary to insure that donated 
commodities are properly protected from spoilage or diversion. 

2. The subcommittee recommends that the Department of Agri- 
culture review commodity distribution programs in all States to 
determine whether such programs are economically and efficiently 
administered and operased. and what corrective measures, if any, are 
needed. The subcommittee specifically recommends that the De- 
partment ascertain— 

(a) Whether distribution costs are reasonable; 

(6) Whether the cost of commercial transportation and/or 
storage facilities, where utilized, is reasonable and competitive; 

(c) Whether adequate safeguards are in effect to prevent spoil- 
age or diversion of commodities; 
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(d) Whether State agencies are delegating management and 
control of commodity distribution to commercial enterprises. 

3. The subcommittee recommends that the Department of Agri- 
culture change its policies and regulations to clearly prohibit delegation 
of management and control over commodity distribution programs to 
commercial firms. Where commercial fatilities are used to carry out 
specified functions, such as storing or hauling commodities, we recom- 
mend that the Department establish uniform standards to encourage 
economy and efficiency and minimize the possibility of conflicts of 
interest. 

4. The subcommittee recommends that the Department of Agri- 
culture review its procedures relating to commodity distribution 
programs and make such changes as appear advisable in view of its 
experience with the Illinois program. We specifically recommend 
that the Department— 

(a) Make changes in auditing procedures, if necessary, to insure 
that auditors have sufficient authority and freedom of action to 
properly carry out their duties. Consideration should be given 
to requiring the reporting of serious deficiencies disclosed by 
audits to the Office of the Secretary; 

(6) Strictly enforce regulations requiring packaging of donated 
commodities in containers bearing a warning against sale or 
exchange; 

(e) Rentive that “inventory adjustments” allowed by operating 
personnel be reported to and subject to review by auditing 
personnel ; 

(d) Take any necessary precautions to prevent waste due to 
distribution of greater quantities of commodities than can be 
used properly. 

5. The subcommittee recommends that a copy of this report and 
the accompanying hearings be furnished to the Attorney General of 
the United States with a request that the Department of Justice study 
this material and take such further action as it deems appropriate. 





EXHIBITS 


Exursit 1 





Unitep States DEPARTMENT OF AGRICULTURE, AGRICULTURAL 
MARKETING SERVICE 


National school lunch program—apportionment of program funds 





Fiseal year Total appor- Linois’ 
tionment ! share 





$68, 275, 000 $2, 394, 660 
2, 413, 904 

455, 972 
2, 454, 588 
2, 616, 205 
2, 509, 559 

















1 Total United States and Territories, 
Exnisit 2 


Unittrep Srates DEPARTMENT OF AGRICULTURE, 


AGRICULTURAL 
MARKETING SERVICE 
Quantity and cost of commodities distributed to schools, institutions, and needy 


persons,' total United States and Territories and State of Illinois, fiscal yeare 
1951-56? 





Schools | Institutions Needy persons Total 











| j 

uantity| Cost |Quantity) Cost uantity Cost uantity! Cost 

ijthousand thousand thousand thousand t asa ijthousand thousand thousand 
pounds dollars pounds | dollars pounds dollars | pounds | dollars 


} 





On 

-< 
wo 
ae 
— 


‘$888-2.8_28 


Illinois........ 5, 1,616 | 20,661 1, 782 22, 579 6, 820 
1952—Total_........- 2 32,173 6, 704 39, 499 
5 1,020 1,151 

83, 405 
4,24 
art QR} 


en 1 


1, 30 

3, 16, 576 Sli 
824 0 

194 | 49,053 37, 505 


r 
i 
4 
: 
: 
: 


| 2,827 4 
95, 35, 411 | 201, 218 
me 325 2, 221 


- 600 | 41,000 | 379,000 
lilinois 3,100 | 4,335 1, 931 | 


| 


2 





rf 


| 
| _ 
j } 
1951—Total. 405,340 | 49,926 192, 320 | 8, 492 45, 460 F 643, 120 75, 229 
| 
0 | 








1 Includes surplus commodities distributed under secs. 32 and 416, as well as commodities purchased and 
wie to — under authority of sec. 6 of the National School Lunch Act. 
1 estimated. 
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Exuisit 3A 





Figures reported by Murphey & Nash & Jones for Dunbar & Co. 
operations from Oct. 1, 1952 to Feb. 28, 1955 


Government commodities 


35 


$1, 367, 766. 21 
43, 236. 53 
192, 569. 20 


for U. S. Department of Agriculture 
and heavy hauling 
Gain on equipment sales 


eee 


Insurance in excess of fire loss 


944. 62 


1, 971. 87 


eee eee eee ee 


45. 24 





1, 606, 533. 67 








Drivers payroll 


178, 611. 65 
152, 390. 53 
133, 345. 12 
209, 145. 44 
191, 894. 41 
11, 601. 03 
44, 189. 12 
19, 270. 48 
26, 800. 00 
11, 125. 97 
4, 162. 76 
27, 653. 31 
25, 515. 21 
13, 092. 42 
66, 707. 01 
13, 200. 00 
81, 279. 54 


Supervisory and office salaries 
Warehousing and cold storage 
Subcontract hauling 
Truck operation and maintenance 
General repairs and supplies 


ee ee | 
eee es 
ee ee eee Re em em me eee eee mee eee ewes 
Stee ee ee 
eee se 


DNTn ARDONMNINID SS 8S oS Fa i te mn elo 
Dee, BO SURGE TIN Se oe ook ce athe ceccauwstedscies 
REE nt OUINON NID oii on ees aw ae ko ceanacum 


Sundry other expenses 
Advertising and promotion 
Travel and entertainment 
Officers salaries (since July 1, 1954) 


ee ee 





Total, expenses 


1, 209, 984. 00 








Net income per books, before taxes 


396, 549. 67 


eee 


we ee Oe eer or ero Oe t—~; 


' 
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Exaursitr 3B 


Figures reported by the General Accounting for Dunbar & Co. operations 
from duly 1, 10081 . 28, 1956 





6 months Year ended Dee. 31 2 months 

July 1 to J 

Dec. 31. and: Feb- 
1952 1953 1954 ruary 1955 











Income: 
Revenue from distribution of com- 
modities 
Other trucking revenue 
Gain or loss on disposition of fixed 
assets and other income 


Total income... 


sae &. 12 
99, 793. 44 


Fe 
s 38 
8 £F 


$79, 373. 52 
6, 950. 00 


—120. 98 
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pe epee 5 SPPohESBNRe2238 


BREE: 
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oe 15, 793. 34 | 133,822.69 | 225,423.89 | 11, 558. 61 








Nore.—Dunbar & Co. (trucking service) operated as an individual proprictore from July 1, 1952, to 
Dec. 31, 1952, as a joint venture from Jan. 1, 1953, to June 30, 1954, and since July 1, 1954, as a Delaware 
corporation. 
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Exursit 4 


Statement of income and expenses of Dunbar & Co., Jan. 1, 1948, to June 30, 1952, 
prepared by General Accounting Office 













































































Year ended Dec, 31— 6 months, | 
Jan.ito| Total 
June 30, 
1948 1949 1950 1951 1952 
income: 
General hauling $34, 992. $6, 406. 50) $1, 212. 75 ° 
it BP xan bacadepclinysnoyiions 29, 424. 25, 272. 21) 13, 913. 1) 
Wineh....... ) 3, 899. 1, 481.99} 1,210. YY 
Leased truck a 40, 489. 33, 476. 33 —96. () 
Labor...... 5, 232. 3, 338.43) 2, 001. 95 , 
TIE. cictienineckgek d0dbporesens @ 3 705. 5,928.15) 3,930. 76 
Construction, pipeline... .......- oe: |. Op- aginesaeecanions 24, 550. 00).......... ) 
Gain or loss on disposition of 
fixed assets and other income.. ®) ® 1, 304. 5 —348. 231. 61 ® 
Total income .........-------|$100, 381. 25|$122, 273. 49| 116, 007.76} 100, 104. 69| 22, 404. 92)$461, 262. 11 
Expenses: 
salaries: 
Drivers 23, 731. 29, 793. 25, 699. 17, 525.11) 5, 740.24) 102, 489. 88 
Qs nirdnnnbp bende pp wns 3, 960. 7, 331. 7, 979. 9, 807.64; 2,568.62, 31,647. 10 
Employees’ expense.............- 800. 80. 00) ....--.-. 4, 051. 66 83.40) 5,015.06 
Truck maintenance... ............ 8,091.93 17,378. 13, 488.61) 16,156.40) 2,518.48) 57,634.28 
Gas and oil. 15, 837. 67| 17,798.07) 18, 947. 9, 519.95; 2,809.87) 64,913.05 
“Tee ENG conseecssanenscaovon 6,077.20, 3, 608. 1 3, 462.7 4, 423. 23 888.84) 18, 560.14 
Li dah. sanekidthboeabibenad’ 2,143.81) 3,347. 2, 806. 2, 422. 13 776, 70} 11, 496. 27 
Re maintenance, and sup- 
We PEPE RS RETIRE NE FP Le 674. 21 1, 539, 1, 335. 56 335. 4, 681. 27 
{ 6,530.79) 5, 120. 57 4, 040. 7: 4,779.18; 1,317.18) 21, 788. 47 
“SUSUR OLDEN DERE! & Psy $8 230. 00, 385.00} 210. 1, 015. 00 
Depreciation.............-.....-- 15, 477.67} 16,085.19) 13,881.67) 17,393.88) 7,377.24) 70,215.65 
Selling, travel, entertainment, 

and advertising Seat Gales 7,653.77; 9,302.70, 38,577.29, 9,555.79, 2,288.78) 37, 468.33 
General administrative and of- 

II cts nakadonaninsins 3, 115. 41 4, 466.63; 9, 208. 2, 834. 69 449.46; 20,074. 62 
TRIE. ..cancininnsnceusesete 1, 73) 1, 942. 2, 122. 77) 2,339.31, 1,185.27) 9, 555.75 
Ca ni Ds ecinanind biciaamas 92) 236. 322. 259. 73) 179.14 = 1, 203. 64 
Taxes—payroll and personal } } j 

SEN ETRE STS. 588.35) 1, 020. 35) 836. 1, 314. 04 288.07} 4, 047. 67 
py ees ES hes A 195. 00! . 2... ..-. 175. 750. 00 130. 00 1, 250. 00 
Bad debts—net of recoveries.....}-.....--..- — 98. 26) 719. 12. 103. 77 742. 3% 
EE EPR ETS! Fk 2,169.23) 2, 240. 70| 2, 172. 97 761.79: 9, 214,28 

H 
Total expenses................-. 98, 958. 53) 120, 734, 58} 116, 328. 85) 107, 038. 77| 30,032. 53) 473, 093. 26 
Net ioss (—ineome) (before | 
Federal income taxes) ....... —1, 422.72) —1, 538. 91 231. 6, 934. 08 behead 11, 831. 15 
! Detail not available. 
Exursir 5 


Strate or MICHIGAN, 
DEPARTMENT OF ADMINISTRATION, 


Lansing, June 16, 1956. 
Mr. Josepnw M. CarvaJAt, 


Chief, Program Appraisal and Audit Division, 
Agricultural Marketing Service, Chicago, Il. 

Dar Sir: | take this means of stating to you that at no time during 
which this department has sponsored the distribution of USDA 
donated commodities in the State of Michigan has any certified dis- 
tributing outlet, for effecting such distribution, received the benefit 
of use of State-owned warehouses either gratuitously or for a fee. 

To the best of my knowledge and belief, there has been only one 
instance where a State-owned motor vehicle has been used in connec- 
tion with the administration, by this office, of the USDA donated 
commodities distribution program. 
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On May 2, 1955, a shipment of 21,120 pounds was transported 
between Kalamazoo Fruit Se. Kalamazoo, Mich., and Marshall Food 
Lockers, Marshall, Mich., in a vehicle owned by the State of Michigan 
and designated to the Federal surplus properties section, department 
of administration, purchasing division, for use. Selection of this 
means of transportation was made on recommendation by the State 
of Michigan Traffic Department that the transportation expense here- 
under would be less than that charged by a common carrier. 

The vehicle used was situated in Jackson, Mich., and the entire 
travel performed by it from Jackson to Kalamazoo to Marshall, and 
return to Jackson, was a distance of 126 miles, for which the charge, 
at the rate of 30 cents per mile, was $37.80. 

The charge was invoiced to Marshall Food Lockers on May 6, 1955, 
and paid on May 23, 1955. The money was deposited with the State 
treasurer on May 31, 1955, and is held by him only for disbursement 
in payment of expenses related to the activities of the Federal surplus 
—— section. Proceeds of such income are used by the State of 

ichigan to defray expenses of the Federal surplus properties section, 


which is a self-supporting program operated without funds appro- 
priated by State legislation. 


This letter is written pursuant to a request therefor which has been 
made of me by Leonard D. Levite, special agent, from your office. 
Yours very truly, 


Commopities DistrrisutTion Section, 
Ratrex J. Bupp, Supervisor. 


Exursit 6A 
DEPARTMENT OF AGRICULTURE 
AGRICULTURAL MARKETING SERVICE 
ProGrRAM APPRAISAL AND Avupit Division 


Chicago, Ill. 
Avaust 26, 1955. 


Report or Aupit M(5)5-Itt-801 
Strate or ILiINoIs 
OrFice OF THE SUPERINTENDENT OF PuBLic INSTRUCTION 
Springfield, Ill. 
For the period December 1, 1954, to March 31, 1955, inclusive 
Direcr DistrisuTion PRoGRAM 
I. FINDINGS 


A. Commodities received—Exhibit A 


Quantitites of commodities received by the distributing agency 


(secs. 6, 32, and 416) agreed with the quantitites puipned into the 
State as shown by the records of the area office, F Distribution 
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Division (hereafter referred to as the area office), except for shortages 
and damages on arrival as shown below: 


























Quantity 
Section Condi- 
tion 
Amount Unit 
Grapefruit sections... . 6 7 | Cases. oo 
2 
Orange ba Raictiidbbabediinledadhabihuqsieusenbntiaianatidiend 6 5 |_..do... 0. 
A ay bennndatehiemhAd bal weicosninacnncadenanyosetus 32 5 | Bags... Do. 
NUS sues bckecackdddcteccenicsubapncecenmennesccbiduahide 32 2 | Cases. Do. 
Dees Fg heeded p ba delpod abd detininsdcsncnneuentnasnacas 416 1 | Case_. Do 
a ot Sebak vaddineaGdeansteowagal 416 3 | Cases. Short. 
Milk, dried (6 444-pound packages)............................- 416 1 | Case... oi 
age 
Milk, dried (12 434-pound packages)..................--..--..-- 416 5 | Cases... 20. 
Rhee, SU atts a cen ge Ua lige ewcnbeensnnduncunnsiinn 416 4 | Bags... Do. 





B. Commodities distributed, exhibit A 


1, Agreements.—(a) Properly executed agreements were on file for 
all recipient agencies to which commodities were distributed. 

(6) In each instance, a school-lunch agreement had been executed 
pursuant to the National School Lunch Act for schools receiving sec- 
tion 6 commodities. 

2. Eligibility of recipients to receive commodities —It appeared that 
all recipient agencies receiving commodities met eligibility require- 
ments as set forth in FDD procedures. 

3. Allocations.—Although the allocation rates used by the dis- 
tributing agency in the distribution of commodities appeared equitable 
and were reasonably within the limitations prescribed by the area 
office, we call attention to the following: 

(a2) On November 26, 1954, the area office informed the distributing 
agency that a Federal inspector had found unfavorable storage condi- 
tions at two recipient institutions in the early part of November, and 
recommended that no further allocations of print butter be made to 
these institutions until the surplus inventories were diminished. 
However, during,the subsequent months, the distributions of print 
butter were increased (rather than discontinued temporarily) to one 
of the recipients, Peoria State Hospital, Bartonville. While the other 
institution involved, Dixon State Hospital, Dixon, had an inventory 
of 625 cases of print butter at the time of the Federal inspector’s visit 
(about 2% months’ supply), subsequent distributions of butter to this 
recipient consisted of 150 cases in December, 125 cases in January, 
and a cases in February, or about 2 months’ supply in the 3-months’ 
period. 

(6) On December 7, 1954, Mrs. Ethel J. Boyle, supervisor, home 
economics and nutrition, State department of public welfare, informed 
the distributing agency by letter that the welfare institutions generally 
did not have sdennets facilities for storing butter for periods in excess 


of 2 weeks, and suggested that because of this condition deliveries be 
made oftener than once a month. The letter added that most of the 
perishable items purchased for the institutions were delivered either 
weekly or twice a month. Yet, after receipt of this letter, the dis- 
tributing agency continued to make only monthly deliveries of butter 
to the institutions, and our test check revealed three cases in which 
such deliveries to institutions in December, January, and February 
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were not restricted to a 2-week supply during any month of that 
eriod. The cases referred to, and data pertaining to deliveries of 
utter by months, are as follows: 





Period of use 
per-allocation 
Recipient institution rates used by 
distributing 
agency 





----| 2.3 months. 
Illinois Soldiers’ and Sailors’ Children’s Schools, Normal..........- 2.6 months. 





Lead Do. 
December ..-| 1.6 months, 
Jacksonville State Hospital, Jacksonville. Do. 
.| L7 months, 
Do. 
Anna State Hospital, Anna 








Do. 
.-| 1.5 months, 











Mrs. Boyle stated that she knew of but one institution (not one of 
the above) which was equipped to provide zero temperature storage, 
although she said Anna State Hospital had a small zero unit and one 
other institution (not mentioned above) could provide limited storage 
at zero temperature. 

Harold A. Wolfe, distributing agent, had some knowledge of the 
limited facilities for the storage of butter at the welfare institutions 
prior to receipt of Mrs. Boyle’s letter mentioned above. Accordingly, 
on November 30, 1954, Mr. Wolfe brought this matter to the attention 
of Dunbar & Co., Springfield, Ill. (distribution outlet for the distrib- 
uting agency), recommending that consideration be given to two de- 
liveries of butter a month to large State institutions. Although 
Dunbar & Co. stated, in reply on December 6, 1954, that consideration 
was being given to two deliveries a month, such action was not taken. 
Mr. Wolfe said he considered that the institutions could use the quan- 
tities of commodities specified on their requests (including butter), 
and that he was justified in making deliveries on that basis. We 
recommend that the distributing agency restrict delivery of all com- 
modities, particularly perishables, to recipient agencies to such 
quantities as can be properly stored. 

4. Requests for commodities.—Individual written requests for com- 
modities were obtained from recipient agencies covering all deliveries. 

5. Receipts for commodities.—(a) Temporary receipts from carriers 
were obtained for commodities removed from the warehouses for 
delivery to recipients. 

(b) Yndividual receipts were obtained by the distributing agency 
from. recipients for each delivery of commodities. Out of 483 deliv- 
eries checked, all were covered by individual receipts from recipients 
which confirmed receipt of commodities in the quantities shown on the 
distributing agency’s records. 

6. Inventories, exhibit A.—(a) Monthly, physical inventories of 
commodities on hand were taken by representatives of the warehouses 
and submitted to Dunbar & Co. In addition, representatives of the 
distributing agency also took monthly physical inventories at the 
warehouses. 

(6) Inventory adjustments covered overages and short at both 
the Chicago and Springfield warehouses. Each month the distributing 
agency reported to the area office the shortages and overages “o garwe 
in inventory adjustments, as well as the reasons therefor, and aske 








‘DISTRIBUTION COSTS OF DONATED COMMODITIES 41 


that determination be made as to whether recovery needed to be 
made from the warehouses on the sho . Recoveries were then 
made by the distributing agency in accordance with the area office’s 
instructions. Such recoveries are shown in paragraph 1, B, 11. Ex- 
planations given for other inventory. shortages and/or overages were 
satisfactory. The shortage of 2 cases of tomato paste (6 No. 10 cans) 
was offset by an overage of 2 cases of tomatoes (24 No. 2% cans). 
The differences were due to distribution errors. The Springfield ware- 
house found in January that 1 case of peaches (6 No. 10 cans) had 
spoiled, due to leaky cans, and the distributing agency reported this 
spoilage to the area office. 

The distributing agency’s contract with Dunbar & Co. was can- 
celed, effective March 31, 1955, and distributions had been made of 
all commodities on hand as of that date. 

7. Processed commodities —No commodities were processed during 
the period covered by our audit except 4,455 pounds of print butter. 
The distributing agency reported to the area office that this quantity 
of butter, in the possession of Alton State Hospital, Alton (a recipient 
institution), was moldy and unfit for human consumption. The dis- 
tributing agency also advised the area office that the inedible butter 
could be made into soap by the Illinois State Penitentiary. The 
area office authorized such utilization of the moldy butter, with the 
stipulation that the soap made therefrom would be for use of eligible 
institutions and that a documented record was to be kept of such 
disposal. <A letter from the warden of the penitentiary mentioned, 
dated November 23, 1954, acknowledged receipt of 4,455 pounds of 
inedible butter to be used in the manufacture of soap. While there 
were no records available showing what disposition was made of the 
soap involved, the distributing agency informed the area oflice by 
letter on January 3, 1955, that, according to Mrs. Boyle, all of the 
welfare institutions received their soap from the various State peni- 
tentiaries. The letter included the additional statement that— 


Upon this basis, it can readily be assumed that the soap made 
from this moldy butter will eventually be returned to eligible 
institutions in the welfare department. 


Mr. Wolfe said it was impossible to obtain a record from the peni- 
tentiary of the quantity of soap yielded by the moldy butter because 
it constituted only a part of the waste fats and other ingredients 
required for making soap. 

8. Container salvage—Commodities were distributed on a per case 
or bag basis. The distributin oqpacy did not conduct a salvage 
prognne and none was contemplated. r. Wolfe stated that it would 
ye impracticable to salvage containers in view of high transportation 
costs, Also, that according to State law, any funds received from the 
sale of containers could not be earmarked for use in the distribution 
program, but instead could only be credited to the State’s general 
fund account, without identification. No instructions had been 
issued to recipient agencies regarding the use of the containers. 

9. Funds, control and use—No income was received by the State 
as a result of the sepoorsapn oa distribution of donated commodities. 

10. Distribution costs charged recipienits.—A single charge per com- 
modity was made to recipients by Dunbar & Co. to cover alldistribu- 
tion costs, including handling, storage, and transportation from ware- 
houses to recipients. The charges also covered warehouse personnel, 
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work in connection with the preparation and mailing of allocation 
notices to recipients, preparation of distribution lists based on recip- 
ient requests, preparation of receipt forms, and preparation and mail- 
ing of billings to recipients. Payments covering these charges were 
made directly to Dunbar & Co. The rates charged during the 1955 
fiscal year were as follows: 





Rate (cents) Unit | Rate (cents) 





12%! Per pound. Canned goods—Con. 
344% nds 


3 
4 ¥ eeSO. _ . 
4% 4 Milk, dried 
Fa. Rice 























1 Reduced to 2% cents, Jan. 27, 1955, 
3 Reduced to 4 cents, Jan. 27, 1955, 


A special survey was made with regard to the above rates charged 
recipients, See survey report M(5)5-Ill-800 for findings in this 
respect. 

11. Shortages, damages, losses, or diversions.—(a) Payments re- 
ceived from Dunbar & Co. covering inventory losses (no claims were 
pending) were as follows: 





Amount 
of claim Month in Date of 
Commodity Quantity! Section and which short- recovery 
amount | age 
recovered 





Butter, print 416 $19.17 | March 1955 _| May 7, 1955 
CR, CD iicitrniititsncdetntiiingintiitchddinciat 416 26, 21 Do. 


Rice, milled 416 12.12 = Do. 
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Notre.—The above shortages are shown as inventory adjustments on exhibit A. The total amount re 
covered was submitted to the area office on May 10, 1955. 


(b) Out-of-condition butter: (1) On October 29, 1954, the distribut- 
ing agency notified the area office by telephone that 3 State institutions 
(the 2 referred to in preceding par. 1, B, 3 (a) and Alton State Hos- 
pital, Alton) and 10 or 12 schools had reported finding mold in USDA 
donated print butter. The area office reported this information to 
the Washington office of the Food Distribution Division, and on 
November 3 and 4, 1954, K. E. Linde of the Inspection and Grading 
Branch, Dairy Division, AMS, inspected the print butter in storage 
at the two distributing agency warehouses in Chicago and Springfield. 
While no mold was found in the butter at the Chicago warehouse, the 
butter stored at Central Illinois Ice Co., Springfield, showed some 
evidence of mold. The report stated that 1 to 3 mold spots, about the 
size of a pinhead, were found on butter and wrappers of several prints 
from 2 cases out of 30 cases selected from 3 carlots, which were received 
in storage August 25, 1954. The report showed that these lots were 
stored in building No. 2 at 19° F. above zero. The report stated 
further that no mold was found in connection with an inspection 
made of 5 other carlots also stored in building No. 2 at the same 
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temperature, and of 3 carlots stored in building No. 1 at temperatures 
ranging from 1° F. above to 3° F. below zero. However, poor house- 
keeping was evident in both buildings where butter was stored, 
according to the report. 

On November 5, 1954, Mr. Linde made an inspection of butter 
stored at two recipient institutions located in Bartonville and Dixon, 
as indicated in paragraph 1, B, 3 (a) above. The report stated that 
mold spots, as large as a dime in some instances, were found on the 
butter and wrappers of all prints examined at the Peoria State Hos- 

ital. (All butter inspected at this institution was delivered in 
Betober.) Inspection of the butter delivered in September and No- 
vember to the Dixon State Hospital revealed no mold, although all 
of the butter inspected from the October delivery to this institution 
showed mold on the surface of the butter and on the wrappers. The 
storage temperature was 37° F. (above) at the former institution, 
and 40° to 43° F. (above) at the latter. The report stated that butter 
was stored at both institutions with other food items, such as cheese 
fruits, and vegetables, and that the floor of 1 of the 2 coolers used 
at Dixon State Hospital was dirty. 

A copy of a memorandum covering the inspection report (attached 
as exhibit B) was transmitted to the distributing agency by the area 
office on November 26, 1954, with the recommendation stated in 
preceding paragraph 1, B, 3 (a) of this report, and pointing out the 
importance of stressing to all institutions in the State the instruction 
(previously given by the area office) that butter held in storage longer 
than 2 weeks be refrigerated at zero temperature or below. The 
distributing agency, in turn, sent a copy of the memorandum on the 
inspection report to Dunbar & Co., and on the same date wrote a letter 
to Mrs. Boyle giving details of the report. Copies of the distributing 
agency’s letters to Dauber & Co. and Mrs. Boyle, and their replies 
thereto, are attached as exhibits C, D, E, and F, respectively. One 
of the matters involved in the correspondence between the distributing 
agency and Mrs. Boyle is covered ip paragraph 1, B, 3 (6) above. 

An administrative analysis was made of the Illinois direct distribu- 
tion program by a representative of the area office during the period 
January 3 to 7, 1955. The analysis report showed that mold was 
found on butter at 3 of 4 institutions visited in this connection. 
These three institutions were the Jacksonville School for the Deaf, 
and the Jacksonville School for the Blind, at Jacksonville, and the 
Lincoln State School and Colony, Lincoln. The analysis report 
stated that zero temperature storage was not available in any 1 of 
the 4 institutions visited, and that butter was stored at tempera- 
tures ranging from 34° to 44° F. (above). The report showed further 
that part of the November deliveries of butter was still on hand at 
three of the institutions. 

(2) Our review of the recipient files applicable to 22 of the 102 
counties in the State disclosed that 7 schools had reported moldy 
butter in connection with 9 deliveries of butter made to them. Also, 
we noted that another institution, in addition to the six referred to 
above (Galesburg State Research Hospital, Galesburg), had reported 
moldy butter. "The distributing agency generally authorized the 


schools by letter, and the institutions through Mrs. Boyle, to destroy 
the butter which was reported as unusable. In most instances, the 
letters from the schools definitely indicated that the butter was moldy 
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when they received it. We are attaching copies of letters from six 
of the schools, and the answers thereto, as exhibits G-1, G-2, G-3, 
G+, G-5, and G-6. There was no indication in the files that the 
distributing agency had made any determination as to the extent to 
which butter was moldy upon delivery to recipients, or as to the quan- 
tities of moldy butter in the possession of recipients, other than the 
quantities mentioned in the cited letters from the schools, and the 
quently converted to soap (previously explained in the report), 

iven below are the names of recipients found to have had moldy 
butter, and the quantities involved (if available), as disclosed by our 
audit: 

Recipient Quantity 

Peoria State Hospital, Bartonville. ............-----. Not known. 
Dixon State Hospital, Dixon 0. 
Alton State Hospital, Alton 4,455 pounds. 
Galesburg State Research Hospital, Galesburg Not known. 
Jacksonville School for the Deaf, Jacksonville Do. 
Jacksonville School for the Blind, Jacksonville Do. 
Lincoln State School and Colony, Lincoln Do. 
Ava Grade School, Ava 1 case. 
Gardner School, Peoria Not known. 
Ellis Consolidated School, Potomac Do. 
New Athens Community Unit School, New Athens_... 4 cases. 
Coldbrook School, Cameron 3 cases. 
Mascoutah Community Grade School, Mascoutah Portions of 2 deliveries. 
Springfield High School, Springfield Not known. 


The distributing agency’s reply to schools reporting moldy butter 
stated that certain carlots of butter received by the State in refrig- 
erated cars, had been exposed to brine drippings that might have 
penetrated the butter and caused mold. (See exhibit G—1 as example 
of such reply.) (We found no evidence in the distributing agency’s 
shipping files or other files to support that statement.) (See our 
finding in this regard in subsequent par. 1, B, 11 (6) (3) of this report.) 
In reply to two of the schools, the distributing agency indicated that 
some butter which might have become moldy because of brine drip- 
pings was removed from inventory and not distributed. (See exhibits 
G-2 and G-6.) We found no evidence that this action was taken, 
and Mr. Wolfe informed us that no butter was removed from inven- 
tory. He said he contacted a few schools by telephone that agreed 
they would not mind accepting the butter in question and had it 
delivered to them. We found nothing in the files pertaining to this 
matter. 

(3) As previously indicated in the report, the area office furnished 
the distributing agency specific instructions relative to the storing 
and handling of butter. A copy of pertinent excerpts from these 
instructions is attached as exhibit ft In addition, the storage 
requirements for butter were clearly printed on the outside of each 
butter carton as follows: 


“Less than 2 weeks, below 40° F. 
More than 2 weeks, 0° F. or under” 


In regard to the distributing agency’s failure to require butter to be 
stored at Central Illinois Ice Co. in accordance with the USDA 
instructions cited, as disclosed in the inspection report (exhibit B), 
Mr. Wolfe stated that this was a temporary condition resulting from 
an expansion program at the warehouse, and that the condition has 
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been corrected. While Mr. Wolfe’s statement was apparently based 
on information given him by Dunbar & Co. (see exhibit E), we found 
that his statement was contrary to the information we obtained at 
Central Illinois Ice Co. This warehouse provided storage for the 
perishable commodities (including butter) consigned to Dunbar & 
Co. for distribution in all of the 102 counties in the State, except 16 
northern counties. The warehouse comprised two storage buildings, 
designated as building No. 1 and building No. 2. All of the freezers 
(capable of furnishing zero temperature or below) were located in 
building No. 1, whereas the coolers (cool rooms with temperature 
ranging from 32° to 41° F. above zero at time of our visit) were in 
building No. 2. However, there were two additional storage rooms 
in building No. 2 which were not in use, and James L. Oldani, general 
manager, said USDA donated butter had been stored in them. (No 
butter was on hand.) Mr. Oldani stated that these rooms were 
formerly used for the storage of ice made by his company. He said 
that an average temperature of about 28° F. above zero was main- 
tained to preserve ice but that temperatures ranging from 15° to 19° 
F. above zero were maintained in the rooms during the periods butter 
was stored in them. Mr. Oldani stated further that, prior to reaching 
an agreement with Dunbar & Co., he had been asked by James W. 
Dunbar, president, to provide temperatures of zero or below for the 
storage of butter. Mr. Oldani added that adequate freezers were 
not available for this purpose, and said that he explained this situa- 
tion to Mr. Dunbar before the agreement between Central Illinois Ice 
Co. and Dunbar & Co. was entered into. Mr. Oldani further stated 
that there had been storage space available in building No. 1 for only 
1 to 3 carloads of butter. Mr. Wolfe included in his followup letter 
to Dunbar & Co. on the inspection report, a recommendation that all 
butter be stored at zero temperature or below. (See exhibit C.) 

Our review of the warehouse receipts, and the in-and-out record 
cards at Central Illinois Ice Co. revealed that all carload shipments of 
butter received at this warehouse during the current fiscal year, 
totaling 59, were placed in storage in building No. 2, although one car- 
load of the butter was transferred from building No. 2 to building 
No. 1 on January 5, 1955. (Of the 59 carloads of butter involved, a 
total of 34 were received during the audit period, and 25 were received 
during the period July 1 to November 30, 1954.) The only USDA 
donated butter kept in building No. 1 during the current fiscal year 
(exeept the carload transferred) consisted of 3 carloads received in 
June 1954, and a lot of 16 cases received by transfer in May 1954. 
We found that storage lots (carloads) 5061, 5062, and 5063, which the 
Federal: inspector reported contained moldy butter, were received in 
storage at building No. 2 on August 25, 1954, and that these lots, or 
portions thereof, remained in storage in building No. 2 for periods 
ranging from 2 months and 9 days to 3 months and 4 days. Also, 
portions of 50 other carload lots remained in storage in building No. 2 
for periods ranging from more than 2 weeks to more than 3 months. 
Only 6 carloads were stored in building No. 2 from 1 to 2 weeks. It 
appears from the foregoing information that the storage of USDA 
donated butter for periods in excess of 2 weeks at temperatures above 
zero was not a temporary measure, as stated by Mr. Wolfe. It 
appears further that this condition was not corrected but that it pre- 
vailed throughout the current fiscal year, contrary to Mr. Wolfe’s 
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statement and the statements contained in Mr. Dunbar’s letter 
(exhibit E). We recommend that the distributing agency require 
contractors and recipients to store commodities under conditions that 
will prevent or minimize spoilage. 

In the distributing agency’s letter to Dunbar & Co. (exhibit C), 
Mr. Wolfe indicated that he attributed some responsibility for the 
moldy butter to Dunbar & Co., partly because proper storage condi- 
tions were not provided for butter at Central Illinois Ice Co. Also, it 
appears from the information furnished by Mr. Oldani that Mr. 
Dunbar was aware that most of the butter held in storage for periods 
in excess of 2 weeks at Central Illinois Ice Co. was not stored at zero 
temperature or below, as required by United States Department of 
Agriculture. Dunbar & Co.’s contract with the distributing agency 
stipulated that the contractor “agrees to accept the responsibility for 
the distribution of any commodity donated to the State agency and 
to provide or cause to be provided proper facilities and arrangements 
for the acceptance and distribution of such commodities * * * and to 
assume the responsibility for any losses or damage to commodities 
incurred during the distribution to recipients * * *.” We therefore 
recommend that determination be made of the extent of the loss 
resulting from butter going out of condition, that responsibility for 
such loss be fixed, and that the distributing agency be instructed 
to investigate, correct, and report promptly to United States Depart- 
ment of Agriculture on any irregularities in distributing commodities, 
in accordance with paragraph 11 of the Federal-State agreement. 

We noted in some instances that butter handled by Central Illinois 
Ice Co. was not distributed on a first-in, first-out basis. Some examples 
of such cases are as follows: 





i } 
Date in which| {Dateon which 
. Carlot No. | Date received | last of lot was | Carlot No. Date received | last of lot was 
| distributed | | distributed 





i | 
July 11,1954 Oct. 6, 1954 || 5109 Sept. 25,1954 | Nov. 10, 1954 
| July 13,1954 | Sept. 9, 1954 ij f Dec. 7,1954 | Feb. 2, 1955 
DE rcniicds ocean | Aug. 26,1954 | Dee. 12, 1954 | Dee. 27, 1954 | Jan. 11, 1955 
| | 








Mr. Wolfe’s letter to Dunbar & Co. (exhibit C) included a recom 
mendation that necessary action be taken to assure that all commodi- 
ties be distributed on a first-in and first-out basis. We recommend 
that the distributing agency instruct contractors and recipients to 
apply the first-in and first-out principle in the distribution or use of 
commodities so as to prevent or minimize losses. 

Warehouse receipts covering receipt of 11 carloads of butter at 
Central Illinois Ice Co. carried notations that butter cartons were 
wet. Mr. Edward Jacobs who was in charge of unloading at building 
No. 2 and made the notations on the cartons, said he did not consider 
that any of the butter involved was damaged, adding that it was his 
intention merely to explain by the notations why the cartons would 
have circles on them after drying. Mr. Oldani said there was no 
evidence that damage to utter resulted from cartons getting wet. 
No report of damage on arrival was made by the warehouse in connec- 
tion with wet butter cartons. 

12. Reports from schools and institutions —Commodity inventory 
reports had been obtained by State auditors performing audits at 
various schools. In addition, commodity inventory reports were 
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obtained by the distributing agency from all recipients as of March 
31, 1955. We found that the distributing agency had followed up 
on any excessive stocks reported, and that, in some instances, transfers 
between recipients resulted. 

13. Internal control.—The distributing agency’s controls governing 
the receipt and distribution of commodities were considered inade- 
quate for the reasons given below. 

(a) Proper storage conditions were not maintained for the storage 
of butter at one distributing agency warehouse. 

(6) Appropriate action was not taken to determine the extent of 
loss resulting from moldy butter, or to fix the responsibility for such 
loss. 

(c) Butter was not distributed in such quantities as could be prop- 
erly refrigerated at the recipient level, pending its use by recipients. 

‘ (d) Butter was not always distributed on a first-in and first-out 
asis. 


C. Discussion of audit findings 


On June 1, 1955, the audit findings were discussed with Harold A. 
Wolfe, distributing agent. In addition to his comments related in the 
pertinent sections of this report, Mr. Wolfe made other comments 
which were in substance as follows: 

Butter was delivered to recipients in good condition and mold 
developed after distributions were made, due to improper storage 
and handling at the recipient level. This was borne out by the fact 
that the Federal inspector found 2 or 3 tiny mold spots on only a small 
quantity of the butter checked at the Springfield warehouse, whereas 
he found generally that there were large mold spots on the butter 
inspected at the two recipient institutions visited. 

The State’s field representatives made 11 or 12 visits a day to 
recipient agencies in connection with regular field assignments, and 
these visits disclosed that in a relatively small number of instances 
moldy butter was in the hands of recipients. For this reason, the 
extent of the moldy butter was considered small. 

The whole question of moldy butter was considered a closed issue 
which had long before been settled with the area office. Therefore, 
this was not considered a matter of concern to the AMS Program Ap- 
praisal and Audit Division. 

Any recommendation in regard to fixing responsibility for the 
moldy butter, or determining the extent of loss therefrom, should be 
acted upon by the Program Appraisal and Audit Division or the Food 
Distribution Division. Such a recommendation would be disregarded 
by the distributing agency. 


Il, RECOMMENDATIONS IN PRIOR AUDIT REPORTS 


All recommendations in prior audit reports have been adopted or 
otherwise satisfactorily cleared. 


Ill, RECOMMENDATIONS 


(For consideration by the area office, Food Distribution Division) 
We recommend— 
A. That determination be made of the extent of the loss re- 
sulting from butter going out of condition. (See par. I B. 11 (0) 
(1) to (3).) 
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B. That the responsibility for such loss be fixed. (See par. 
I B. 11 (6) (1) to (8).) 

C. That the distributing agency require contractors and recip- 
ients to store commodities under conditions that will prevent or 
minimize spoilage. (See par. I B. 11 (6) (3).) 

D. That the distributing agency instruct contractors and recip- 
ients to apply the first-in and first-out principle in the distribution 
or use of commodities so as to prevent or minimize losses. (See 
par. I B. 11 (6) (8).) 

E. That the distributing agency restrict delivery of all com- 
modities, particularly Bi ge to recipient agencies to such 
quantites as can be properly stored. (See par. I B. 3 (a) and (6).) 

F. That the distributing agency be instructed to investigate, 
correct, and report promptly to United States Department of 
Agriculture on any irregularities in distributing commodities, 
in accordance with paragraph II of the Federal-State agreement. 
(See par. I B. 11 (6) (1) to (8).) 


IV. FINDINGS—-ADMINISTRATIVE 


A. Conformance with agreement and instructions 

The distributing agency did not conform with the terms of the 
agreement with the USDA and with the instructions issued by the 
Food Distribution Division, as shown in preceding paragraphs I B (3) 
(a) and (6), and I B 11 (6) (1) through (3) of this report. 
B. Method of operation 


The method used by the distributing agency in the receiving, 
handling, and distribution of commodities was not considered satis- 
factory for the reasons referred to in the above paragraphs. 

C. Records 


1. Records maintained by the distributing agency showing com- 
modity transactions consisted of the following: 

(a) Register of incoming shipments. 

(6) Distribution lists (manifests of delivery) by warehouses and 
counties, showing deliveries to individual recipients. 

(c) Individual receipts obtained from recipients. 

(d) Monthly physical inventories. 

(e) Perpetual inventory records. 

2. Records maintained by Dunbar & Co. (distribution outlet) 
included the following: 

(a) Requests obtained from recipients prior to distribution. 

(6) Distribution lists (manifests of delivery) by warehouses and 
counties, showing deliveries to individual recipients. 

(c) Perpetual inventory records (overall and by individual ware- 
houses). 

(d) Temporary receipts from recipient agencies. 

(e) Physical inventories obtained from warehouses (monthly from 
— two Springfield warehouses, and weekly from the Chicago ware- 

ouse). 
3. Records maintained by the Warehouses included the following: 
(a) Perpetual inventory records. 
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(6) Temporary receipts from recipient agencies. 

(c) Temporary receipts from drivers or carriers for load deliveries. 

(d) Inventory control record showing the daily activity of 
deliveries and balances on hand. 

(e) Dunbar & Co.’s warehouse (which handled dry storage items 
only) also kept distribution lists by counties, showing deliveries to 
individual recipients. 

D. Funds 


No income from recipients was received by the State for the handling 
and distributioa of donated commodities. 


E. Storage facilities 


We visited the Central Illinois Ice Co., Springfield, and while 
no commodities were on hand at time of visit, we found that this 
warehouse had not provided adequate storage facilities for most of 
the butter which had been handled there, as previously explained 
in paragraph 1 B 11 b (3) of this report. 

F. Inventories—exhibit A 


Due to cancellation of Dunbar & Co.’s contract with the distributing 
agency, effective March 31, 1955, all commodities which had been 
received by the distributing agency had been distributed as of the date 
mentioned. Therefore, there were.no inventories at the end of the 
audit period. 

G. General administration 


1. The State of Illinois Office of the Superintendent of Public 
Instruction acted as the sole distributing agency for the distribution of 
USDA donated commodities in the State of Illinois. The distribution 
of commodities was under the general supervision of Harold A. Wolfe, 
director, State school lunch and direct distribution programs. Agree- 
ment form FP-51, signed by Vernon L. Nickell, superintendent of 
public instruction, was effective June 13, 1952. 

2. Distributing agency personnel consisted of the distributing 
agent, 1 auditor, 1 secretary, and 2 clerks. The amount of $20,100 
was appropriated by the Illinois State Legislature to defray the costs of 
salares, travel, and miscellaneous expenses in connection with the 
general administration of the [Illinois direct distribution program. 
This amount did not include the salary of Mr. Wolfe, distributing 


agént, as his salary was paid from funds appropriated for the school 
lunch program. 


H. Description of operations 


1. General—The control of operations was centralized under the 
direction of the distributing agency, while distribution was de- 
centralized at the various warehouses under the control of Dunbar & 
Co., Springfield, IL, the sole distribution outlet for the distributing 
agency. 

2. Receiving.—Commodities received were stored at 3 commercial 
warehouses, 2 in Springfield and 1 in Chicago. 

3. Allocations.—Each month, the distributing agency supplied Dun- 
bar and Co. with a list of commodities to be distributed during the 
month, These lists designated the type of recipient eligible to receive 
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the various commodities, and the maximum quantity which could be 
allocated per participant. From. this information, Dunbar & Co. 
prepared form Ill, A.R.D., the first copy of which served as. a notice 
of allocation and was sent to the recipients. Based on recipient 
requests (returned copy of allocation on which recipients had shown 
quantities requested) Dunbar & Co. completed the remaining copies 
of the form Ill. A.R.D., to show quantities to be delivered to each 
recipient, and submitted them to the warehouses. 

4. Distribution.—(a) Schools, institutions, and child-care centers.— 
Distributions were made once a month. Commodities were dis- 
tributed by the warehouses in accordance with distribution lists pre- 
pared by Dunbar & Co. from the recipient requests. Except for a 
few pickups by recipients, deliveries were made by the distribution 
outlet. Temporary receipts for all commodities released were ob- 
tained by the warehouses and submitted to Dunbar & Co. Individual 
receipts were obtained from recipients by Dunbar-& Co. and submitted 
to the distributing agency together with the distribution lists for each 
county. The distributing agency checked the compiled information 
for each county with the recipient receipts attached thereto. From 
the distribution lists, the distributing agency prepared a summariza- 
tion of distributions at the end of each eddnah as well as perpetual 
inventory records by warehouses and on a consolidated basis. The 
distributing agency checked such compiled information with Dunbar 
& Co.’s records during the course of monthly audits. Differences 
between the records compiled by the distributing agency and those 
se ama by Dunbar & Co. were resolved and necessary adjustments 
made. 

(6) Welfare clients —The distributing agency made distributions of 
commodities to welfare clients through the Chicago Board of Health, 
and, until December 22, 1954, through the Illinois Public Aid Com- 
mission, Chicago (hereafter referred to as IPAC). While the distri- 
butions made through the Chicago Board of Health were restricted to 
approximately 1,200 needy women attending prenatal clinics, dis- 
tributions were made through IPAC to a maximum of 20,000 welfare 
clients,. principally in counties .affected .by industrial strikes. The 
distributing agency’s instructions covering welfare distribution were 
in accordance with those issued by the Food Distribution Division. 
The two agencies involved submitted regular reports of distributions 
to the distributing agency, as required, and the headquarters of the 
two agencies were visited by a representative of the distributing 
agency. Reports of such visits were on file. Our review of the 
pertinent data thus made available indicated that adequate records 
and controls were maintained, except that IPAC did not obtain signed 
receipts from individual recipients. The distributing agency brought 
this matter to the attention of IPAC in letters dated October 22, 
November 12, and December 1, and received no reply. However, 
on December 22, 1954, the area office, Food Distribution Division, 
made a separate agreement with IPAC by which it was to receive 
commodities for distribution by direct shipment, and the IPAC agree- 
ment with the distributing agency was canceled. Although we are 
making no recommendation regarding the above deficiency, we point 


ss that operations carried on by IPAC are subject to audit by this 
office. 
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V. RECOMMENDATIONS IN PRIOR AUDIT REPORTS—ADMINISTRATIVE 


All recommendations in prior audit reports of an administrative 
nature have been adopted or otherwise satisfactorily cleared. 


VI. RECOMMENDATIONS—ADMINISTRATIVE 


(For consideration by the area office, Food Distribution Division) 


None. 


J. M. Carvasat, 
Chief Area Office. 
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Exuisit B 
Strate oF ILuINors 
Orrice oF SUPERINTENDENT OF Pusuic INstRUCTION 


Springfield, Il. 
NoveMsBer 10, 1954. 


W. A. James, Chief, Sales and Procurement Branch, Livestock and 
Dairy Division, CSS 


B. J. Ommodt, Chief, Inspection or ea Branch, Dairy Division, 


“ 


Monty ConpiTIon oN Print Burrer Distrisvutep to ScHOOLS AND 
INSTITUTIONS IN ILLINOIS 


On November 3, 1954, Mr. K. E. Linde inspected six cars of print 
butter stored at Produce Terminal Cold Storage, Chicago, IIl. 
Storage lots 24630 and 24631 were received on July 13, 1954; storage 
lots 24941, 24942, and 24943 were received on August 24; and storage 
lot 25003 was received on August 26. All lots were repackaged by 
A. Sturm & Sons, Manawa, Wis. The freezers in which the butter 
was stored were found to be in satisfactory condition with temperatures 
ranging from 7° to 16° F. below zero. ‘Ten cases of butter were selected 
at random from each of the above lots and examined for mold. No 
mold oe observed on either the surface of the butter or the packaging 
material. 

On November 4, 11 cars of print butter were inspected at Central 
Ice & Cold Storage, Springfield, Il]. Storage lots 1562, 1563 and 1564 
were repackaged by A. Sturm & Sons, Manawa, Wis., and were 
stored in freezer in building No. 1 at temperature range of 1° F. 
above zero to 3° F. below zero. Inspection of 10 cases of butter 
selected at random from each of the lots revealed no mold on the 
surface of the butter or packaging material. Eight carlots of butter 
were stored in freezer in building No. 2 at a temperature 19° F. above 
zero. Storage lots 5108, 5109, 5110, 5113, and 5116 wree repackaged 
by H. C. Christians Co., Chicago, Ill., and were received in storage 
during the period September 25 to 28, 1954. Inspection of 10 cases 
of butter selected at random from each of these lots revealed no mold 
on the butter or packaging material. Storage lots 5061, 5062, and 
5063 were repack by A. Sturm & Sons, Manawa, Wis., and re- 
ceived in storage August 25, 1954. Inspection of 10 cases of butter 
selected at random from each of these lots revealed 1 to 3 very small 
mold spots, about the size of a pinhead, on butter and wrappers of 
several prints from 2 cases identified with code No. 191818. The 
mold condition appeared to be most prevalent on prints from the 
center of the cases. These 3 lots of butter were stacked together in 
1 large lot and deliveries to schools and institutions were made at 
random from. the lot. Poor housekeeping was evident in both 
freezer rooms in buildings Nos.,1 and 2 where the butter was stored. 

Mr. Linde visited Dunbar & Co., Springfield, Ill., distributors of 
commodities to schools and institutions in [linois. It was reported 
that the butter is distributed in clean refrigerated trucks. Frozen 
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beef, shortening, process cheese, and Cheddar cheese are also delivered 
in the same trucks with the butter. 

A visit to the office of Mr. Harold A. Wolfe, superintendent of 
school lunch programs for State of Illinois, revealed that the alarm 
over the mold condition had tempered considerably since reports from 
the institutions indicated that butter with slight mold could be used 
for cooking after scraping off the mold. 

In order to determine under what conditions the butter is stored 
at the institutions, Mr. Linde visited the following hospitals which had 
reported mold on butter: 


Peoria State Hospital, Bartonville, Ill.—The hospital’s 
storekeeper reported to have received the butter in a frozen 
condition in clean trucks. The storage cooler was neat and 
orderly with a temperature of 37° F. Also stored in the 
cooler with the butter was Cheddar cheese, eggs, oranges and 
lemons. The cheese boxes were relatively clean; however, 
the cheese itself contained surface mold. The hospital re- 
ceived 150 cases of butter on October 12, of which 85 cases 
remained. Several cases were selected at random and ex- 
amined for mold. All prints were found to have mold spots 
on the wrappers and surface of the butter. Some of the 
mold spots were as large as a dime. 

Dizon State Hospital, Dizon, Ill.—The hospital’s store- 
keeper reported to have received the butter in a frozen con- 
dition in clean trucks. The butter was stored in two coolers. 
The smaller cooler contained butter for September allotment 
and the larger cooler contained the butter for October and 
November allotment. The butter was stored in the small 
cooler at a temperature of 40° stacked on dunnage with 
other products such as process cheese, eggs, etc. The floor 
under the dunnage was dirty. Several cases of butter 
selected at random were inspected; however, no evidence 
of mold was observed. The cases were identified with code 
3-611 and 4-611. In the larger cooler the butter was 
stored at 43° F. with other products such as fruits, vegetables 
and various kinds of cheese. Cases of butter selected at 
random from the October allotment identified with code 
59-708 revealed definite mold condition on the wrappers 
and surface of the butter for all prints examined. Mold con- 
dition appeared to be most prevalent on prints from the 
center of the eases. Cases of butter selected at random from 
the November allotment revealed no mold. It was reported 
this hospital was using the moldy butter for cooking pur- 
poses after scraping off the mold. On the date of inspection, 
this institution had an inventory of 75 cases of butter from 
the September allotment, 275 cases from the October allot- 
ment, and 275 cases from the November allotment. 


From the foregoing report, it may be concluded that mold devel- 
opment on the butter was largely caused by improper ome and 
storage at temperatures conducive to the development of mold. In 
this connection, the following should be noted: 


Butter stored at Produce Terminal Cold Storage, Chicago, 
Iil., at temperature ranging from 7° to 16° F. below zero 
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showed no mold development. Butter stored at Central Ice 
& Cold Storage, Springfield, Il., at temperature of 1° F. above 
to 3° F. below zero showed no mold development; butter 
stored at the same warehouse, building No. 2, at 19° F. above 
zero showed 1 to 3 very small mold spots on prints from 2 of 
the 30 cases examined. Butter stored at Peoria State Hos- 
pital, Bartonville, Ill., at temperature of 37° F. stored in same 
room with moldy cheese showed mold on all prints from the 
several cases examined. Butter (September allocation) stored 
Dixon State Hospital, Dixon, Ill., at a temperature of 40°, to- 
gether with other products such as process cheese, eggs, etc., 
showed no evidence of mold. Butter stored at the same hos- 
pital in larger cooler at 43° F., together with other products 
such as fruits, vegetables, and various kinds of cheese, showed 
mold development on all prints examined, 


Based on the foregoing, the contributing factors to mold develop- 
ment on the printed butter involve (a) excessive holding period of 
some of the butter, (6) butter stored at temperature above 0° F., (c) 
butter stored with other products, particularly cheddar cheese with 
surface mold. This latter practice is hazardous and if coupled with 
favorable temperatures, will invariably result in mold development, 
especially if held for a period of several weeks. 


Exurisir C 
Srate or ILuINoIs 
OrriceE OF SUPERINTENDENT OF Pustic INSTRUCTION 


Springfield, Ill. 
NovemMsBer 30, 1954. 
Mr. JAMEs Dunnzar, 
Springfield, Ill. 

Dear Mr. Dunpar: Attached find a copy of a report received from 
the Dairy Division’s Inspection and Grading Service of the USDA 
a to the reported moldy butter delivered to various points in 

inois. 

The report generally indicates that at the Peoria State Hospital 
and the Dixon State Hospital, that the mold was largely caused by 
improper handling and storage at, temperatures conducive to the 
development of mold at the above-named institutions. 

Results further indicate that the contributing factor to mold 
development on printed butter involves: 

1. Excessive holding period of some of the butter. 

2. Butter stored at temperature above 0° F. 

3. Butter stored with other products, particularly Cheddar 
cheese with surface mold. >) 

In my opinion the results of the report affects your responsibility 
only in the fact that the Central Illinois Ice Co. had stored butter at 
building No..2 at a temperature of 19° F. above zero, which could 
possibly allow the development of mold. The only further criticism 
reported, insofar as we are concerned, is that poor housekeeping was 
evident at the Central Illinois Ice Co. in both freezer rooms in building 
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Nos. 1 and 2, generally referring to inventory system and the lack in 
distributing on a first-in, first-out basis. 

Upon the basis of this report, it is recommended, in order to avoid 
any further situations as this, that a lot system number be established 
in order that all commodities will be distributed on a first-in, first-out 
basis and that all butter will be stored at 0° F. or below. 

In addition we feel it advisable to suggest the consideration of two 
deliveries a month to the large State institutions in order to avoid any 
further spoilage of commodities. 

In order that we may properly conclude the results of this report 
with the USDA, we would appreciate a reply as to the various steps 
that have or will be taken in eeping with the suggestions and recom- 
mendations outlined in the attached report and this letter. 

Very truly yours, 
Haroutp A. Wours, 
Director, School Lunch Program. 


Exuisir D 
STaTe or ILLINOIS 
OrriceE oF SUPERINTENDENT OF PusBtic INSTRUCTION 


Springfield, Ill. 
NovemsBer 30, 1954. 
Mrs. Eruet J. Borue, 
Supervisor, Home Economics and Nutrition, 
Springfield, Ill. 

Dear Mrs Boyte: This office is in receipt of a report received from 
the Chief of Dairy Division’s Inspection and Grading Service of the 
United States Department of Agriculture relative to moldy butter 
at various institutions under your jurisdiction. 

The Federal inspector visited the Peoria State Hospital and the 
Dixon State Hospital and the results of this report indicated that the 
mold, in general, is due to the failure of proper handling and storage 
and proper temperature at the institutions. Further it is indicated 
that rather large inventory of this butter is being maintained at the 
institutions. 

The report concluded that mold development on the butter was 
largely caused by improper handling and storage at temperatures 
conducive to the development of mold and that the contributing 
factors were— 

1. Excessive holding period of some of the butter. 

2. Butter stored at temperature above 0° F. 

3. Butter stored with other products, particularly cheddar 
cheese with a surface mold. Further indicating that this practice 
is hazardous and if coupled with favorable temperatures, will 
invariably result in mold development. 

In order that we may avoid further difficulty regarding moldy 
butter, it is recommended that steps be taken to reduce inventory 
of butter at your various institutions and have your various dietitians 
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so plan their menus that each month’s allocation be utilized within 
the month it is received. 

In order that we may properly conclude the subject matter men- 
tioned in this Federal report, we would appreciate a reply from you 
indicating what action has been taken to comply with recommenda- 
tions as set forth in this letter. 

Very truly yours, 
Haroitp A. Wo re, 
Director, School Lunch Program. 


Exursit E 
State oF ILuINors 
Orrice oF SUPERINTENDENT oF PuBLic INsTRUCTION 
Springfield, Tl. 
(Copy of letter to Mr. Wolfe in answer to his letter of Nov. 30] 
Dunsar & Company 


Springfield, Ill. 
DecemsBer 6, 1954. 
Mr. Harotp A. Wotre, 
Director, School Lunch Program, ~ 
Office of the Superintendent of Public Instruction, 
Springfield, Ill. 

Dear Mr. Wo re: In answer to your letter of November 30, 1954, 
covering a report received from the Dairy Division’s Inspection and 
Grading Service of the United Babies, Tbepartmant of Agriculture 
relative to the reported moldy butter, please note the following: 

Item 1. Excessiwe holding period of some of the butter —In order to 
prevent butter being held for a longer period of time than nocessary, 
a careful lot system of first-in, first-out will be used. This system 
has been used in the past but a little laxed at times. 

Item 2. Butter stored at tem ure above 0° F.—Butter was stored 
at temperature above 0° F. due to the freezer expansion program at 
the Central Illinois Ice Co. This situation has been corrected and we 
have no butter stored at temperatures above 0° F. A temperature 
car check will be taken at time of arrival. 

Item 3. Butter stored with other products, particularly Cheddar cheese 
with surface mold.—Butter stored with other products does not apply 
to the Central Illinois Ice Co. as they separate all their storage items. 

Poor housekeeping was also mentioned at the Central Illinois Ice 
Co. This was due to the expansion program and the laxity of the in 
and out system (which as mentioned ae is being corrected). 

We are also considering two deliveries a month to the large institu- 
tions but have taken no action as yet nor made any definite decision. 

Very truly yours, 


James W. Dunsar, Sr. 
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Exursir F 
Stats or ILuinors 
Orricr oF SuPERINTENDENT oF Pusuic INsTRUCTION 
Department oF Pustic WELFARE 
Springfield, Il. 





DeEcEeMBER 7, 1954. 
Mr. Haroip A. Wotrr, 
Director, School-Lunch Program, 
Superintendent of Public Instruction, 
Springfield, Ill. 

Dear Mr. Wotre: This will acknowledge receipt of your Novem- 
ber 30 letter regarding the Federal inspector’s visit to Peoria State 
Hospital and Dixon State School in order to determine the reason for 
moldy butter. 

No doubt some of our difficulty is due to the butter being held in 
zero storage before delivery to our institutions. It is impossible for 
most of our institutions to store butter at 0° F. after it is received. 
Only a few institutions have zero storage facilities. 

Since the delivery date for both purchased and surplus commodity 
butter may vary as ‘much as 2 weeks, it is necessary for our institutions 
to carry an adequate inventory. We do not encoura e, however, the 
institutions to keep on hand more than a 2- to 4-week supply. I am 
sure the large inventory at Dixon resulted mainly from inadequate 
dietary supervision. This school now has a qualified dietitian and we 
hope that she will be able to eliminate the unsatisfactory conditions 
which the Federal inspector found. 

Since most of our institutions have very limited storage facilities, 
it would be helpful if deliveries could be made more frequently. Most 
perishable items purchased for our institutions are delivered either 
twice monthly or weekly. 

I hope the above comments will be helpful in preparing a reply to 
the Federal report. Please be assured that we will make every effort 
to store surplus commodity items properly and to avoid unduly high 
inventories. I am writing both of the above-mentioned institutions 
today so that they will be aware of the criticism, and therefore, in a 
position to take steps to remedy the situation. We will also contact all 
of our institutions in an effort to improve handling and storage. 

Very truly yours, 
Erne. J. Boyus, 
Supervisor, Home Economics and Nutrition. 
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Exarsir G-1 
Strate oF ILLINOIS 
Orrice oF SUPERINTENDENT oF Pusiic InsTRUCTION 
Springfield, Il. 


Ava, Iuu., October 13, 1954. 
Harotp Wo tre, 
Director, School-Lunch Program. 


Dear Sir: We have received one case of spoiled butter as part of 
our commodity for our school-lunch program. Would you please 
advise us what to do with it. We will destroy it if you will send 
written permission to do so. 

The butter is green all the way through and there is none of it usable. 

Yours sincerely, 
JAMES POLSTON, 
Principal, Ava Grade School, Ava, Til. 





SraTe or ILLINOIS 
Orrice OF SUPERINTENDENT OF PuBLic INsTRUCTION 


Springfield, Il. 
Octoper 19, 1954. 
Mr. James Poston, 
Principal, Ava Grade School, Ava, Til. 

Dear Mr. Potstron: With reference to the case of spoiled butter 
received by you, please accept this letter as authority to destroy said 
case of butter as not fit for human consumption. 

Certain carloads of butter received by the State agency had brine 
drippings in the refrigerated car and there is a possibility that in 
some cases this brine dripping might have penetrated the cartons 
and caused mold. We have checked our entire inventory of butter 
in our freezer storage and we are of the opinion that such butter will 
not be distributed to the schools in the future. 

Very truly yours, 
Harotp A. Wotrs, 
Director, School Lunch Program, 


Exursit G-2 
State or ILLINOIS 
OrricE OF SUPERINTENDENT OF PuBLic INsTRUCTION 
Springfield, Ill. 


Peoria, Iuu., October 14, 1954. 
Mr. Haroitp A. Wotrs, 


Director, School-Lunch Program. 
Dear Sir: Would like to let you know that the butter we received 
ith our order of commodities on the 15th of September is quite 
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spotted with mold. I thought maybe it is being stored in too warm 
a place, or left out of storage too long before we receive it. Hope you 
be able to correct this in the near future. 
Thank you so much for all of your trouble. 
Yours truly, 
Mrs. Juuia A. Wrerann, 
Supervisor of the Lunch Program of Gardener School. 





Srate or ILuirnois 


Orrice or SUPERINTENDENT OF Pusuic INSTRUCTION 


Springfield, Ill. 
Ocroser 19, 1954. 
Mrs. Fost oa yas Lak a 
‘upervisor u rogram, 
Gardner School, Peoria, Tl. 

Dear Mrs. Wrevanp: Various carloads of butter received by the 
State agency were received in refrigerated railroad cars that had brine 
drippings and it is possible that some of these brine drippings pene- 
trated various cartons causing mold. We are sorry if you received the 
butter shipment from these cars; however, we have checked the entire 
butter inventory and feel that all such cases have now been removed 
and will not be distributed in the future. 

All butter received by the State agency is immediately transferred 
from refrigerated cars to zero frozen storage; therefore, mold would not 
take place if the butter is in good condition when we receive it and it 
A not. out of storage long enough when deliveries are made to cause 
thawing. 

I fool bettatis sage will not receive butter in this condition in the 
future, and we feel after examination of our inventory we have elimin- 
ated this situation. 

Very truly yours, 
Harotp A. Wotrs, 
Director, School-Lunch Program. 


Exursit G-3 

Strate or IL.iNnors 

Orrice or SuPERINTENDENT oF PuBLic INsTRUCTION 
Springfield, Ill. 


Exuis Consourpatep ScHoot, 
Potomac, Iil., October 18, 1954. 
Dear Str: On Friday, October 15, our surplus commodities for the 
month were delivered. Included in this delivery was a case of butter 
which happened to be moldy. 
Please advise as to what we should do with it. Incidentally we can, 
and very much so, use a like quantity of good butter. 
Yours truly, 
Grorce Sawcnak. 
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Strate oF ILLINOIS 
OrFice oF SUPERINTENDENT OF Pusiic INsTRUCTION 


Springfield, Il. 
OcroBer 22, 1954. 
Mr. Grorcse SAwcHAK 


Ellis Consolidated School, Potomac, Il. 


Dear Mr. Sawcnax: We are in receipt of your letter of October 18 
wherein you state you received one case of butter that did not come 
up to specifications. 

We had several cases of butter in various areas received in the same 
condition, and we are doing all possible to trace the cause of this 
trouble. We are checking our shipper, railroad, and freezer storage 
warehouses. 


We are at this time issuing you a credit memo to cover the amount 
of handling charges. 


It is with our deepest regret that you have been inconvenienced and 
thank you for calling this to our attention. 
ery truly yours, 
Dunsar & Co., 
James W. Dunspar, Sr. 





Strats or ILLINoIs 
OrricrE oF SUPERINTENDENT OF PuBLic INsTRUCTION 


Springfield, Ill, 
OcroBeErR 19, 1954. 
Mr. Georae Sawcnak, 


Ellis Consolidated School, Potomac, Iil. 


Dear Mr. Sawcuak: With reference to the case of spoiled butter 
received by you, please accept this letter as your authority to destroy 
said case of butter as not fit for human consumption. 

Certain carloads of butter received by the State agency had brine 
drippings in the refrigerated car and there is a possibility that in some 
eases this brine dripping might have penetrated the cartons and 
caused mold. We have checked our entire inventory of butter in our 
freezer storage, and we are of the opinion that such butter will not 
be distributed to the schools in the future. 

Your November delivery of butter will be increased, to make up for 
your loss. 

We sincerely appreciate your cooperation. 

Yours very truly, 
Harotp A. Wotrs, 
Director, School-Lunch Program. 


90020°—57 H. Rept., 84-2, vol, 9———27 








62 DISTRIBUTION COSTS OF DONATED COMMODITIES 


Exuisrr G-4 
Srate or Inurnors 
Orrice or SuPERINTENDENT oF Pusiic INstRUCTION 
Springfield, Ill. 
New Arsaens Communrry Unir Scooou 
Disrricr No. 60 
New Athens, Ill. 


Ocroper 21, 1954, 
Mr. Harotp Wotrr, 
Assistant Superintendent of Public Instruction, 
Springfield, Til. 

Dear Mr. Wotre: The four cases of surplus butter that we re- 
ceived via Dunbar on October 15 showed considerable mold. After 
talking with someone in your office by telephone on October 18, we 
have destroyed the butter. If possible would appreciate another 
allotment next month. 

Yours truly, 
B. W. Hunsaxer, Superintendent. 


Strate or ILiNors 
Orrice or SUPERINTENDENT OF Pus.iic INSTRUCTION 
Springfield, Ill. 


Ocroser 22, 1954. 
Mr. B. W. Hunsaxer, 
Superintendent, New Athens Community High School, 
New Athens, Ill, 
Dear Mr. Hunsaxer: We are in receipt of your memo of October 
21 concerning the moldy butter received on last month’s delivery. 
We are checking our shipper, railroad, and freezer storage ware- 
— to determine the source of the trouble and deeply regret this 
incident. 
Your allocation for the month of November has been increased as 
——- and a credit memo covering handling charges for 2 cases 
of butter will be issued and mailed under separate cover. 


Thank you for calling this to our attention and if we may be of 
service in the future, please advise. 
Very truly yours, 


Dunpar & Co., 
James W. Dunpar, Sr. 
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Exuisit G-5 


Strate or ILLINoIs 





OFFIce OF THE SUPERINTENDENT OF Pustic [NsTRUCTION 
Springfield, IIL. 


{Copy of letter between Coldbrook School, Cameron, and State agency relative 
to moldy butter, Warren County, contract C—94-1) 
CaMERON, Iuu., December 6, 1954. 
Mr. Harotp A. Wotrs. 

We have in our storage one case of butter that has some mold on 
the butter. We have followed all rules for storage and it has been in 
a locker at 0° temperature. And all butter we get has been used on 
first-in- first-out basis. We regret this very much and will be waiting 
for further instructions as to what to do with it. 

Sincerely, 
Mrs. Frances M. Stanparp, 
Business Manager: 





Strate or ILLINors 
Orrice or SUPERINTENDENT OF PuBLiIc INSTRUCTION 
SPRINGFIELD, ILL. 


Mrs. Frances M. Sranparp, 
Business Manager. 


Dear Mrs. Stanparp: In reference to your December 6 letter 
regarding the case of spoiled butter received by you, please accept 
this letter as authority to destroy said case of butter as not fit for 
human consumption. 

Certain carloads of butter received by the State agency had brine 
drippings in the refrigerated car and there is a possibility that in 
some cases this brine dripping might have penetrated the cartons and 
caused mold. We have checked our entire inventory of butter in 
our freezer storage and we are of the opinion that such butter will not 
be yay wane the schools in the future. 

ery truly yours, 
Harotp A. Wotre. 





State or ILLINoIs 


Orrice or SUPERINTENDENT oF Pustic I[NsTRUCTION 


Springfield, Ill. 
JANUARY 24, 1955. 


Hanotp A. Wotr. 
Dear Mr. Wore: I do hope in your files vou have my December 6, 
1954, letter and yt answer to me regarding a case of spoiled or 
e disposed of it according to your instructions. 


moldy butter. 











Now, I am very sorry to report we have two more cases of moldy 
butter. We are at a loss to explain why they should get that way. 
When they (the commodities) arrive, we store them properly and the 
butter is taken to a locker at once. _The locker personnel watched us 
open these cases. They report it should keep indefinitely and other 
hot-lunch programs storing there report no such bad luck. 

We hail be waiting for your permission to dispose of this butter. 
We regret having to report about this; also losing that much from 
our inventory. 


Mrs. Frances M. Sranparp. 


Srate or [LuINors 


Orrice or SUPERINTENDENT OF PusB.Lic INSTRUCTION 
Springfield, Il. 


Mrs. Frances M, Stanparp, 
Business Manager. 

Dear Mrs. Stanparp: In reference to your January 24 letter 
regarding two cases of spoiled butter received +4 you, please accept 
this letter as authority to destroy said cases of butter as not fit for 
human consumption. We will make every effort possible to increase 
your February allocation of butter to try to make up for the loss you 
experienced. 

Thank you for your cooperation in this matter. 

Very truly yours, 
Harotp A, Wotrs. 


Exuisir G-6 
State or ILLINoIs 
Orrice oF SUPERINTENDENT OF PusBLic INSTRUCTION 
Springfield, Illinois 


Mascovurtan, It. 
November 4, 1954. 
Dear Mr. Wotre: I am writing to you with respect to the last 
two shipments of butter we have received. In each case, most of the 
butter has had mold on it * * * we are reluctant to continue to 
er assignments of butter without some assurance that it will 
not be moldy * * * would it not be possible for this butter to be 
checked before it is sent to us and delivery canceled if it is moldy? 
Very truly yours, 
J. R. Nicnouzs, 
Superi 
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State AGENCY, 
November 10, 1954. 

In response to your November 4 letter relative to spoiled butter, 
please be advised various carloads of butter received by the State 
agency were received in refrigerated railroad cars that had brine 
drippings and. it is possible that some of these brine drippings pene- 
trated various cartons, causing mold. We are sorry if you received 
the butter shipment from these cars; however, we have checked the 
entire butter xi hysaeng Gaye feel that all such cases have now been 
removed and will not be distributed in the future. 

All butter received by the State agency is immediately transferred 
from refrigerated cars to zero frozen storage; therefore, mold would 
not take place if the butter is in good condition when we receive it 
and it is not out of storage long enough when deliveries are made to 
cause thawing. 

I feel certain that you will not receive butter in this condition in 
the future and we feel after examination of our inventory we have 
eliminated this situation. 

Very truly yours, 
Harotp A. Wotrs, 
Director, School Lunch Program. 


Exarsir H 
State or ILuINoIs 


OrFice oF SUPERINTENDENT OF Pus.ic INsTRUCTION 
Springfield, Illinois 


[Excerpts from fact sheet dated February 1953, transmitted by Beyer to Wolfe, 
February 11, 1953, covering storage and handling of USDA donated butter] 


HANDLING AND STORAGE REQUIREMENTS 


Butter to be held for 2 weeks or longer must be kept at a tempera- 
ture of 0° F. or below. For quantities that are to be used in less than 
2 weeks, a cold storage room having temperatures of 32° to 40° F. 
will be adequate. A refrigerator will also be satisfactory for storage 
of current supplies. Do not store butter with fish, onions, cabbage, 
potatoes, or other products having distinct odors since butter has a 
tendency to absorb such odors, 


RATE OF DISTRIBUTION 


Schools.—The recommended rate of distribution to schools is one- 
half pound per participating ants per month. On this basis allocate 
one 32-pound case for 64 childen. : 

' Institutions.—The recommended rate to institutions is 14 pounds 
per person per month. On this basis allocate one 32-pound case for 
21 persons, Allocations to either schools or institutions should not 
exceed a 2 months’ supply. Since the butter being distributed has 
already been in storage for some time all of it should be used during 
the period for which it is allocated. 
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Exursit 6B 


Unrirep States DeparRTMENT oF AGRICULTURE 


AcrIcuLTURAL Marketine SERVICE 


Program APPRAISAL AND Avupir Drvision 
Chicago 
INVESTIGATION Report 


Date of report: June 13, 1955. 

File No.: 1-40-C. 

eg agent: Boyce, M. Royal, Jr. 
tle: eement between State of Illinois and Dunbar & Co., Spring- 
field, Ill.—Alleged spoilage of federally donated butter 


BRIEF 


Investigation was initiated to determine whether or not USDA- 
donated butter was being received out of condition at recipient insti- 
tutions in the State of Illinois. 

Investigation disclosed that 4,480 pounds of molded butter was 
delivered by Dunbar to the Alton State Hospital, Alton, Ill. No 
refund or credit allowed hospital by Dunbar. 

Seven other institutions had butter which developed mold but they 
were unable to determine whether the butter was moldy upon receipt 
or became so in storage. 

Fifteen other institutions reported no out-of-conditions butter. 


Approved: 
J. M. Carvasat, Chief, Area Office. 


DETAILS 


This investigation is predicated upon information developed by this 
area office in performing an audit of the State of Illinois, Office of the 
Superintendent of Public Instruction, Springfield, Ml. (M(5)5~Ill-801). 
In the course of the audit it appeared that. the following institutions 
had had butter which was spoiled and it was not conclusively shown 
whether or not it was in that condition when received or whether it 
had spoiled in storage at the institution: 

Peoria State Hospital, Peoria, Ill. 

Dixon State Hospital, Dixon, Il. 

Alton State Hospital, Alton, Ill. 

Galesburg State Research Hospital Galesburg, Tl. 
School for the Deaf, Jacksonville, Ill. 

School for the Blind, Jacksonville, Il. 

Lincoln State Hospital, Lincoln, Il. 

Leroy Kocher, business manager, Peoria State Hospital, Peoria, 
Ii., advised substantially as follows: 

The hospital had not received ey donated commodities which 
were out-of-condition when received. i 

They received a lot of butter on November 17, 1954, and 
another lot on November 30,1954. At that time they had a 
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slight surplus supply of butter and approximately 30 days later 
some butter was found to have donlopea darthae mold 
spots. This obatad rg scraped and used, it not ae been 
necessary to dispose of it. No replacement was requested. 
The hospital notified Mrs. Ethel J. Boyle, nape rer home 
gropemsicn and nutrition, Department of Public Welfare, Spring- 
Prior to that time butter had been stored with numerous other 
commodities including cheese. Since that occasion, however, it 
has been isolated from such other commodities which might con- 
taminate and is stored at 22° F., 0° storage not being available. 


Robert E. Wallace, superintendent, Dixon State School, Dixon, 


Ill., advised as follows: 


In October 1954 they discovered donated butter and cheese 
which was slightly molded, there being some penetration of mold 
in the butter and more penetration in the cheese. They were 
unable to determine whether or not the molded condition was 
weeney when the items were received. The exact quantity of 

utter which was found to be molded was not determined but is 
estimated to have been Paces apne 100 pounds. 

The mold was scraped from as much of the butter as possible 
and the remainder was thrown out. 

At the time there was a Pa pipe in the storage space and it 
may have caused the mold. e butter was probably carryover 
stock and there is no way of knowing how long it had been at 
the school. 

Butter is presently stored at 37°-38° F., 0° storage not being 
available. 

The above incident was reported to Mrs. Boyle. 


R. K. Purl, business manager, Alton State Hospital, Alton, IIl., 


advised as follows: 


On October 12, 1954, they received 4,480 pounds of donated 
butter. After placing the butter in the cooler it was spot checked 
and found to molded and in unfit condition. The 
mold was completely through the blocks of butter. 

The shipment was immediately reported to Mrs. Boyle’s office 
and a determination was requested. She advised that the butter 
was to be sent to Illinois State Penitentiary at Joliette, Ill., for 
processing into soap. This was done on November 16, 1954, 
and a receipt was obtained from the prison for 4,455 pounds, 
sr remaining 25 pounds having been destroyed in acelin the 

ment. 
ey had, on prior occasions, had some butter which exhibited 
— mold on the wrappers, but only a small quantity, and the 
had not actually the butter. The above ship- 
ment, os a was the only one definitely known to be bad 
upon arrival. 

Phe hospital had no direct contact with the Dunbar Co. 
concerning the shipment, it being the policy for all such dealin 
to be handled by Mrs. Boyle. ey received no refund or credit 
for the freight paid on the shipment. 
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'-' No replacement was ted and the cooler was cleared of 
the a surplus for cleaning prior to a new shipment being 
requested. eed 


Mrs. Florence O. Johnson, business pyar a Galesburg State 
Research Hospital, Galesburg, Ill., advised as follows: 


The hospital had discovered slight surface mold on donated 
butter on several oceasions. They believed that some of the 
butter had been received in that condition but inasmuch as it 
was not inspected when it arrived, were unable to definitely 
determine its original condition. 

The above was reported to Mrs. Boyle and she advised that the 
butter, prior to delivery, was stored at 0° F. or below and hence 
was frozen. If it were then stored at temperatures above freezing 
mold would be apt to develop. 

Prior to the above correspondence butter was stored at 32° at 
the hospital but is presently stored below that temperature. All 
shipments are now inspected upon arrival and upon request of 
the hospital, the butter allotment has been decreased to prevent 
the accumulation of a surplus. 

The butter referred to above was scraped and used and no 
negianetaen was required or requested. 

rs. Johnson provided copies of the posrpepane ene between 
the hospital and Mrs. Boyle regarding the above facsimiles of 
which are appended hereto as exhibits 1 and 2. 


Victor Egger, business manager, Illinois School for the Blind, 
Jacksonville, Ill., advised as follows: 


The school had never received any butter which was out of 
condition. They had some butter which had cee ig slight 
mold due to inadequate storage facilities at the school. It was 
scraped and used. 

They or store their excess butter at the Jacksonville 
State Hospital but. had occasionally had more on hand than 
could be safely stored. 


A. T. Brownell, business manager, Illinois State School for the 
Deaf, Jacksonville, Ill., advised that the school had never received 
~< commodities which were not.in good condition. 

t should be noted that the foregoing institution is one of the group 
which apparently had had molded butter as developed in the audit 
heretofore referred to. 

H. E. Reiners, business ma , Illinois State School and Farm 
Colony, Lincoln, Ill., advised as follows: 


The school had had one lot of donated butter which showed 
spots of mold between the wrapper and the butter in December 
1954. 

They were unable to determine if the butter was received in 
that condition or not since the boxes showed no external indica- 
tion and the shipments were not inspected as received. 

There was approximately 200 pounds of the butter which had 
mold. This was scraped and used. The matter was reported 
to Mrs. Boyle. 9 

The lowest available storage space is 40-42° F, 
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Orba Wood, chief clerk, Anna State Hospital, Anna, Ill., advised 
that they had had approximately 50 cases of butter in the latter part 
of -1954 which exhibited minute specks of mold. The butter was 
scraped and used and it was not known at the time whether the mold 
developed in pene n or was present when received, since it was im- 
possible to state which shipment the butter had arrived on. 

The following persons were contacted and each advised that their 
respective institutions had never received any out-of-condition butter: 


Xe Se, business manager, East Moline State Hospital, East 
oline, 
A. L. Winter, business manager, Illinois Soldiers and Sailors Home, 


incy, Il. 

William C. Cochran, business manager, Jacksonville State Hospital, 
Jacksonville, Ill. 

Roy Reidelberger, business manager, Illinois State Security Hospital, 
Menard, Il. 

Homer R. Farmer, resident supervisor, Southern Illinois Childrens 
Service Center, Bush, Ill. 

L. J. East, superintendent, Illinois Soldiers, Sailors Childrens School, 
Normal, Til. 

Mrs. Edna Mulcahy, business manager, Kankakee State Hospital, 
Kankakee, Ill. 

bit: Borgelt, business manager, Manteno State Hospital, Manteno, 


Miss Josephine Bice, storekeeper, Illinois Soldiers Widows’ Home, 

Whore be Ill. 

Charles H. Puler, business manager, Elgin State Hospital, Elgin, Il. 

pre re business manager, Illinois Eye and Ear Infirmary, 
icago, Ill. 

Harold Piepenbrink, business manager, Illinois Industrial Home for 

the Blind, Chicago, Ill 
C. Borowsky, business manager, Mental Health Centers, Chicago, Il. 
Mrs. Gladys Davis, storekeeper, Chicago State Hospital, Chicago, Ill. 
W. C, Davis, business manager, Illinois Crippled Children’s Hospital, 

Chicago, Il. 

Exuisit 1 
DecemBer 6, 1954. 
Mrs. Eruer J. Boyrte, 
Supervisor, Home Economics and Nutrition, 
Armory Building, Springfield, Il. 

Dear Mrs. Borie: Mrs. Martha Wallbaum, dietitian, has advised 
me that recently the butter that we have been receiving has been 
moldy. She feels that much of the butter is moldy on its arrival and 
that recently we have been getting more than our needs. 

Mrs. Wallbaum recommends that we receive 2,000 pounds per 
month instead of 2,400 pounds. 

Very truly yours, 
Lzster H. Rupy, M. D., Superintendent. 
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Exuisir 2 
pas GENERAL 8 ly p6k. 
Dr. Lester H. Rupy, : : 


Superintendent, Galesburg State Research Hospital, 


Dear Dr. Rupy: I am writing with reference to your December 6 
letter, r ing moldy surplus commodity butter. - 

We have co ints from 2 or 3 other institutions that butter 
delivered in October was moldy. After this office registered a com- 

laint, a Federal i tor visited these institutions and the blame 

or the most part, fell upon the institutions because of improper 
storing. 

I would like to mention that this butter is held in zero storage 
before delivery to our institutions... If it is not kept in zero storage 
at the institution there naturally would be a tendency for mold to 
develop, particularly, if there was any moisture on cardboard 
cartons. Our trouble, of course, is that not many institutions have 
zero storage, but I believe you probably have an adequate amount. 
I mention this because your storekeeper and dietitian may not have 
realized that the butter had been frozen... 

Another criticism we received from the Federal inspector was that 
the butter was stored in the same relrignnator with surplus commodity 
cheese, which already had a surface mold. This would increase the 
possibility of butter developing mold, ; 

Beginning in January, we will reduce your monthly allocation in 
order to give you an opportunity to use up any accumulated surplus. 
I would appreciate your spot checking the December butter at the time 
of delivery to be sure that it contains no mold. Mold on the oo 
does not necessarily mean that the butter itself contains mold. Unless 
the mold had penetrated through the butter, the brick can be scraped 
and the remainder used for ing purposes. 


Very truly yours, 
Erne. J. Boris, 
Supervisor, Home Economics and Nutrition. 
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Exuisir 7 
Dunbar & Co. payroll summary, Jan. 1, 1962, to Feb. 28, 1955 
Jan. 1, 1955, 
1952 1953 1954 | to Feb.28,| Total 
1955 
Supervisors: 
I. 
“Seer Setar 
mn : ‘ $101.00 | $3,750.00 | $6,000.00 | $1,250.00 | $11, 101.09 
arr iK 500.00} 3,000.00 |...) 3) 500.00 
ST -Nov. 30,1962): .| 2,400.00 400. 00° 
ex Fock ov. 30, map peers 2, 2, 
— 4,005.47| 5,276.40| 5,200.00] 1,087.50 | 15,569.37 
Bonus 2000.00} 5,000.00)..." 7, 000. 00 
Salary , —s 3,370.43 | 4,296.64| 5,064.44/ 1,087.50| 13,809.01 
sone Sh ea _ 2,000.00 | - 3,500.00 |. 5, 500. 00 
bookkeeper (employed November 
Salary _ 744.20} 65,100.00} 6 100.00} 1,062.50 | 12,006.70 
Bonus...___ 2,000.00} 5,000.00 |... 7,000. 00 
Bernard A. Sulski, Chicago office man- 
ager (started Fi 1983): 
Salary..... 3,850.00} 4,700.00| 1,075.00} 9, 625.00 
Ser ee 2 000.00 | 4, 500-00} 0 6, 500. 00 
gp - -gAeoduanenaiene 4,636.60} 1,000.00} 5, 636. 60 
Joe A. Dunbar (employed July 1, 108% Rea merereer-h: 1 to RS 
after Jan. 1, 198%, d 
Sentirre o¢ cnperste offitat): .-| 2,620.85 2, 620. 85 
Total supervisory payroll.......... J 4 768.04 201. 04 862.50 | 103, 768. 62 
Other employees... ra nse ores 18 255.31 19. 737.08 257, 640. 00 
Total payroll 55; 517. 46°| 117; 135. 30°| 171, 456.35} - 17,209.51 | 361, 408. 62 























Norse.—1953 bonus paid Dec. 22, 1953; 1954 bonus paid Jan. 22, 1954, and Mar. 8, 1954, 
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Exursit 8 
Checks cashed at tellers’ winders IK oa as team — July 1, 1952- 































































































Amount 
Pan... 4.0 ma. Gross? |Net after with. 
tax 
Bonus checks: j 
1953—Gerald Boblitt. : Dec. 22, 1953 8, 782 $2, 000 $1, 600. 00 
Herschel 8. Bradley jek iiiiiensiaie 8, 780 2, 000. 1, 600. 00 
John L. Stuckey. WENO 8, 781 2, 000 1, 600. 00 
1954—John J. Brennan... i390 22, 1954 8, 925 500 400. 00 
ar. 3, 1054 9, 131 500 400. 00 
Gerald Boblitt. Jan. 22, 1954 8, 928 1, 500 1, 200. 00 
Mar. 3, 1954 9, 129 1, 500 1, 200. 00 
Dec. 8, 1954 10, 298 2, 000 1, 607. 50 
Herschel 8S. Bradley Jan. 22,1954 8, 924 1, 500 1, 200. 00 
John L. Stuck Jan of toot 028 1 Soo 1 200. 00 
4 an. 
- Mar. 3 1954 9, 132 1, 500 1 200. 09 
8, 1954 | 10, 302 2, 000 1, 606. 50 
Total nid 20, 000 16, 014. 00 
Checks ay, hed to individual drawings: 
OG Si; BNE. oi sunk i cccacnncieabaseabon ....| Mar. 9, 1954 3, 678 1, 750. 00 
May 7, 1954 3, 933 1, 000. 00 
James W. Dunbar, Jr Mar. 9, 1954 3, 679 750. 00 
May 7, 1954 3, 934 500. 
Total slatebetibbnhel~sdebineaude 4, 000. 00 
Payments on Rcers: and interest on notes 
SS t to o = 
Jan. 3,1955 ROD bonrerenemie 425. 00 
ncaa _ ES WOE Toncebsdmenes 2, 000. 00 
James W. Dunbar, Jr GREE 1 ccdennieyes 275. 00 
PR | SR hy ena a 1, 500. 00 
Total — eee 4, 200. 00 
Grand total | 24, 214. 00 
1 Procedures of the bank wale eeeten’ Sete ehadien auvelie’ He Stets hing between deposited and 
cashed checks by requiring the teller to place his stamp on the face of cashed; on this basis the 


to 
checks listed were cashed at tellers’ windows. 
ee ne ee ver , of which $23,000 was paid to the supervisors listed on this 
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MINORITY VIEWS 


Report on Distrirsution Costs or Surpius Commopitigrs DonaTED 
To ScHOOLS AND INsTITUTIONS IN ILLINOIS 


The undersigned voted to release the report criticizing the distribu- 
tion of surplus commodities in the State of I Illinois, reserving the right 
to file additional views. 

The majority’s recommendations seem calculated to improve econ- 
omy and efficiency in government and as such have the endorsement 
of the undersigned. 

This statement is not intended nor should it be construed as an 
attempt to defend against any improper conduct referred to by the 
ey 

his exception to the majority report merely raises the question as 
to why certain avenues of information were not followed when they 
were open to the subcommittee and why other matters beyond the 
scope of the investigation were pursued with such diligence. 

n its report, the majority states: 


State officials insisted that the city of Chicago and large 
State institutions, which had previously received commodi- 
ties in direct carload shipments, obtain all commodities 
through Dunbar at Dunbar’s rates despite the obviously 
higher cost of such an arrangement. 3 

The excessive cost of commodity distribution through 
Dunbar was particularly pronounced in the case of Chicago 
schools. Commodity deliveries in Chicago were made for 
Dunbar & Co. by the Senate Cartage Co., the same trucking 
firm which handled deliveries prior to the Dunbar contract. 
However, the schools paid Dunbar instead of Senate, at rates 
much higher than those previously in effect. 5 

Frank Washam, director of lunchrooms for the Chicago 
Board of Education, never objected to rates charged by 
Dunbar although costs to Chicago schools were much higher 
than they had been prior to the Dunbar contract. Dunbar 
also talked with Washam, whom he described as a good 
friend, before —- up his statewide plan of operation. A 
Dunbar & Co. check for $5,000 was endorsed and deposited 
by Washam in 1954. The subcommittee was informed that 
the amount represented an investment by Dunbar in a gold- 
— concern headed by Washam. Washam also accom- 
panied Dunbar, Nickell, and Wolfe on the Canadian fishing 
trip, using a railroad ticket purchased by Dunbar & Co. 


The fact that Washam was a key oe in the distribution of surplus 
commodities in Chicago (a substantial segment of the whole program) 
prompted the minority on April 22, 1955, during the course of the 
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hearing, to request his presence, as revealed by the following testi- 
mony (hearings, pp. 337, 338): 

Mr. Knox. Mr. Chairman, our coll e, Mr. Murray 
has made some statements relative to the distribution of food 
to the city of Chi . I have been informed that one Mr. 
Frank Washam, is head of the food-distribution program in 
Chicago. * * * 

Mr. Murray. I think that.that is right. I do not know 
exactly what his status is at present, but it is my understand- 
ing that he is in charge of this program for the board of 
education. * * * 

of * oe * ak 


Mr. Kwox. Inasmuch as Mr. Washam has charge of the 
food-distribution program of the city of Chicago, should it 
not be necessary to invite him up to Washington or to sub- 
pena him to testify before the subcommittee? 

aa *~ * + ae 

Mr. Horrman. You can record my vote right now asking 
him to be subpenaed. 

Mr. Knox. Mr. Chairman, this request that Mr. Washam 
appear before this committee has been brought about through 
the statements of Mr. Murray. Mr. Murray said that school- 
children in the city of Chicago were paying excessive costs 
for their school-lunch p : 

Mr. Murray. I would like to correct that. I did not say 
that, but that allegations had been made to that effect and 
the only way they could be substantiated or refuted was by 
making an audit available. When they made their survey, 
it substantiated the charges, in my opinion, although the 
survey did indicate that it was made on a spot-check basis. 
So, with the results of the spot check, it seemed to me that the 
committee—I do not know what the reason was that moti- 
vated the committee—but I assume that the audit and spot 
check were accurate. 

Mr. Knox. Well, Mr. Chairman, it seems to me Mr. 
Washam’s testimony would be very important for this com- 
mittee, and I am wi ing to delay my question of the termina- 
tion. However, I shall renew it if it is your request that we 


delay it. 

Mr. Fountain. Well, in the interest of getting the com- 
mittee the testimony of our present witnesses, we will take it 
up later. After all we still have some other witnesses to come 
and maybe some other departments before this thing will be 


In spite of the fact that Mr. Washam could have provided much 
information of value to the subcommittee, he was not called and the 
hearings were adjourned at .2:45 the very afternoon (April 22, 1955) 
that the above colloquy occurred, and were never resumed. 

It is interesting to note in this connection that the chairman had 
previously, on April 13, 1955, written to Mr, Washam requesting 
information regarding the financial transaction between him and 
genes W. Dunbar and that Mr. Washam had replied on April 14 as 

ollows: 
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Replying to your letter of April 13, 1955, I confirm that I 
told your Mr. Naughton, counsel for your subcommittee 
when he visited me in my office last . There has been 
no financial transaction between myself and Mr. James W. 
Dunbar. It is a fact that both Mr. Dunbar and myself hap- 
pen to be stockholders in at least one corporation. That 
corporation has not at the present time, and has never had 
any connection whatsoever with the Chi Board of 

ucation, or with any department of the Federal Govern- 
ment, and I cannot conceive of any manner in which you, as 
a an, nor as chairman of a congressional committee 
could have any interest in the purely private affairs of an 
individual such as myself. 

Such organizations as should conceivably have an interest, 
such as Dun & Bradstreet, for instance, several banks who 
have made inquiry have full and complete facts regarding the 
corporation which I mentioned to Mr. Naughton. Under 
the circumstances I must decline to offer any further infor- 
mation on this subject to you. 


The undersigned do not disagree with the conclusion of the majority 
that Mr. Washam’s personal relationships with Dunbar appear to 
have been inconsistent with, his: res ibilities in the distribution 
of federally donated commodities. However, if this was the case, 
Washam could have provided additional information which would 
have furthered the subcommittee’s investigation. 

It is rather strange that he was never called in spite of the requests 
of minority members that he be called and in spite of the fact that he 
had, in his letter of April 14, 1955, challenged the subcommittee’s 
interest in his financial transactions with Dunbar. 

Strange, too, that of those whose actions came under criticism, Mr. 
Washam alone should be exempted from appearing before the sub- 
committee. The undersigned merely wish to suggest that for some 
ne there was a reluctance to have Mr. Washam’s testimony on the 
record. 

This reluctance is in striking contrast to the avidity with which the 
staff delved into matters of far less relevance and contrived a rather 
suggestive summary of its investigation which is not reflected in the 
majority’s recommendations. 

The investigation and sworn testimony before the subcommittee 
disclosed a negotiated contract for the distribution of donated com- 
modities to schools and institutions in Illinois. The attorney general 
of the State of Illinois stated (hearings, p. 20): 

There is no statutory requirement that the contract of 
Dunbar should have been let on a competitive basis. 
No one in his testimony ever contended that the contract was not 
fulfilled in its entirety. 

The majority mentions “an inquiry conducted by the Sangamon 
County grand jury in November 1955” but fails to reveal that, when 
that grand jury filed its report on December 2, 1955, it was— 

of the opinion that there is no evidence whatsoever upon 
which to base any criminal charges in Sangamon County 
under any existing laws of the State of Illinois. 
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This grand jury spent nearly 7 full days listening to the sworn 
testimony of 35 aitadees connected with this} program and considering 
hundreds of pages of documen evidence, including transcripts 
of the Sastoenenny: before the House Subcommittee on Intergovernmental 
Relations. [Italics supplied.] 

The majority concludes that “Dunbar & Co. propia, were so great 
that they constituted the most important single factor in its excessive 
rates.” ! The undersigned are of the opinion that the majority could 
have made this point without embellishing this rather prosaic finding 
with details not particularly in point. 

The undersigned deplore the inclusion in the report of extraneous 
material beyond the scope of the investigation—material which can 
only have the effect of aggravation. For this reason, we wish to 
disassociate ourselves from the inclusion in the majority report of 
certain “unresolved questions” which are admittedly expected to be 
resolved by “an investigation now being conducted by the Internal 
Revenue Service in connection with that. agency’s responsibilities.”’ 

The same questionable propriety attaches to the unnecessary recital 
of the facts of a failure to make proper overtime payment in accord- 
ance with the Fair Labor Standards Act—a failure which had already 
been rectified at the instance of the agency having jurisdiction in 
such matters. 

Whatever the reason for extending the investigation to these ex- 
traneous matters, it is regrettable that more appropriate channels of 
inquiry were neglected. 





Cuare E. Horrman, 
B. Carrott Reece, 
Vicror A. Knox, 
Orro Krvecer, 
Minority Members, 
Intergovernmental Relations Subcommittee. 








1 This conclusion is based partly on a comparison with rates charged by the Cox Transfer Co., which 
now has the Illinois commodity distribution contract. Evidence of these rates and other evidence referred to 
in this report was never introduced into the record. Minority members of the subcommittee deplore the 
practice of writing reports on the basis of investigators’ reports and other evidence not a part of the record 
and available only in subcommittee files. 








ADDITIONAL VIEWS OF HON. L. H. FOUNTAIN, CHAIRMAN 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 


It is gratifying that the minority members of the Intergovernmental 
Relations Subcommittee voted for the adoption of the report and did 
not defend the improper conduct disclosed therein. 

The minority exception to the report raises a question as to ‘why 
certain avenues of information were not followed” and why other 
matters “were pursued with such diligence.”” The question was 
never previously raised, although the subcommittee chairman sent 
4 letters to each member inviting comments or suggestions regarding 
the report, the subcommittee held 3 meetings for discussion of the 
report, and the report was thoroughly studied by the minority counsel 
prior to its adoption. 

On April 22 of last year, Mr. Knox stated that he would renew his 
request that Mr. Washam be summoned to testify. This is clearly 
shown by testimony quoted in the minority exception. The request 
was never renewed nor was any further mention made of the subject 
by Mr. Knox or any other minority member at any of the many 
subcommittee meetings since that time. Consequently, it appeared 
obvious that the minority members had no further desire to call 
Mr. Washam or any other additional witnesses in the investigation. 

It is quite possible that Mr. Washam could provide information 
of value to the subcommittee, as could any number of other individuals 
such as Joe Dunbar and other persons on the payroll of Dunbar & Co. 
Clarification of conflicts and inconsistencies in previous testimony 
before the subcommittee might also be obtained by again questioning 
Mr. Nickell, Mr. Wolfe, and Mr. Dunbar. Further hearings were 
not called because the basic purposes of the subcommittee’s investiga- 
tion could be accomplished without making it necessary for sub- 
committee members to take time away from their other duties to 
attend hearings. Such additional information as is relevant and 
material has been or will be obtained by Federal and State agencies 
oe mee sprees of their own in this matter. The subcommittee 
could har y justify the unnecessary duplication of their investigations. 
If it is the belief of the minority that the time and effort of the 
subcommittee and the funds of the taxpayers would be properly 
expended in further pursuing this investigation they should so request. 
In this event, the subcommittee will be called together immediately 
with a view to holding in Chicago, at the earliest practicable date, 
additional public hearings to hear the testimony of Mr. Washam and 
any other witnesses who may be able to furnish additional information. 

here is no reluctance to have Mr. Washam’s testimony on the 
record. Had the minority renewed their request that he be called 
to testify, he would have been called; if they renew it now, he can 
still be called. 

The summary of the subcommittee’s investigation is merely an 
objective presentation of the factual situation existing in the Illinois 
commodity distribution program. Anything “suggestive” is due to 
the facts, not to any interpretation of them. 
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If the minority members agree with the opinion of the Sangamon 
County grand jury that— 
there is no evidence whatsoever upon which to base any 
criminal charges in Sangamon County under any existing 
laws of the State of Illinois— 
that is certainly their privilege. Presumably they do not intend to 
imply that the grand jury report endorsed the commodity distribution 
oe as being efficient or economical, since their attention has 
een called to a statement made by George P. Coutrakon, State’s 
attorney for Sangamon County in a letter to the subcommittee counsel 
shortly after Mr. Coutrakon concluded this grand jury investigation. 
Mr. Coutrakon stated that— 

You may wonder, as others have, why the report did not 
cover such matters as the failure of Nickell to let the con- 
tract out on competitive bidding nor the matter of profits 
and excessive rates. There was undoubtedly evidence before 
the grand jury to justify a critical report. After consider- 
able research into the question of how far a grand jury 
report can go without indioting and based upon an attorney 
general’s opinion dated April 26, 1955, to a State’s attorney 
in another county on a similar question, I concluded that 
in Illinois a grand jury report may include only indictments, 
no true bills, matters concerning conditions of county jails 
and treatment of prisoners confined therein, and matters 
concerning gambling activities within the counties, these 
being the only situations covered by Illinois statute. 

The subcommittee has not had access to the information on which 
the grand jury decided in 1955 that there was no evidence on which 
to base criminal charges. Since the grand jury report indicates that 
it was based at least in part on the testimony at the subcommittee 
hearings, it should be pointed out that much of this testimony was 
later found to be inaccurate or misleading. To the extent that its 
finding was based on such testimony, therefore, the grand jury may 
wish to reexamine that finding in the light of this report. However, 
the subcommittee’s interest is in economy and efficiency in govern- 
ment; responsibility for the punishment of criminal conduct is in 
other hands. 

The unresolved questions in the subcommittee report relate not only 
to the cost of the distribution program but to the possibility that 
Dunbar & Co. provided cash payments or other things of value to 
officials involved in the distribution of federally cries pAb: ithe 
These matters not only are not extraneous, but are so material that the 
subcommittee could not ignore them. The subcommittee might have 
resolved these questions through its own investigation—and it can 
still do so if the minority desires—but this seemed neither efficient 
nor economical in view of the fact that they were being resolved by 
another investigation. 

Information regarding Dunbar’s failure to make proper overtime pay- 
ments was included not because of any desire to. criticize him for that 
failure but because of its obvious value in evaluating the credibility 
of his alleged payment of $30,000 in bonuses to other employees. 

The subcommittee’s report is based on facts which are documented 
beyond .question. Documentary evidence was available to every 
member of the subcommittee and was thoroughly examined by the 
minority counsel. Much of the information in the subcommittee 
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files was placed in the record as exhibits; other material in the files 
could have been inserted in the record had the minority so requested. 
A comparison between rates charged by Dunbar & Co. and the Cox 
Transfer Co., which is the only material not in the record specifically 
identified by the minority, is being included at the conclusion of 
these views. 
L. H. Founrary, 
Chairman, Intergovernmental Relations Subcommittee. 


Comparison of estimated charges to recipients under Dunbar and Cox contracts— 


Based on commodities distributed during the period June 13, 1952, through Mar. 
$1, 1955 
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Picnic hams, smoked! Pounds, net..........-...- 
Bag (100 pounds) 
Case (1 50-pound can) 
Case (12 3-pound cans) .... 


ee 
ez% 

8 
Rap 
Ses 


= 
Ph > 
~ 
on 
oo 


Baek 
RBRE 
woe 
PS 


sy! 
SEQSsrterse 


ol od 
RSEKSRSRBSR 
BREE 
Seeel 


e228 
SSSBSSSVAaLSesS 





oo 
PELSYN 

£8_R 

ze 


Fg} 
ESRF 


Berni 


oak 
RSet 





eet 
. 1S 
os *) 
=n 


50, 934. 64 


Case (32 1-pound prints)... .70 155, 224. 30 
Pounds, net 5, ‘ : 19, 793. 66 10, 876. 21 
do ° ‘ 108, 323. 24 57, 140. 51 


Total. | | 1, 982, 670. 59 | 780, 922. 87 























1 Source: enh of Receipts and Planned Distribution of Donated Commodities, Office of 
the Su tendent of Public Instruction, State of Ilinois. 
ana aie hots hana Report, Illinois, Sept. 19-20, 1955, by John J. James, Food Distribution Division, 
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1 Source: Table prepared by Food Distribution Division, Agricultural Marketing Service, July 10, 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


INTERMEDIATE REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On July 20, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, “Em- 
ployment and Utilization of Experts and Consultants.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 

This report covers the interim findings of the Legislative and Re- 
organization Subcommittee of the House Government Operations 
Committee in its inquiry on the general subject of the employment 
and utilization of experts and consultants in carrying on the business 
of the Government. As will be noted hereafter, hearings have been 
held and evidence received from the three agencies which have enforce- 
ment and/or supervisory responsibilities in this field and one employing 
agency. It is contemplated that further hearings will be held con- 
cerning activities of additional employing agencies. 

While there are many special and separate provisions or laws au- 
thorizing procurement of experts and consultants, the only general 
authorization available to all agencies is that provided in section 15 
of Public Law 600, 79th Congress, approved } cach 2, 1946. That 
law is a product of the House Committee on Government Operations, 
and now that it has been in effect almost 10 years, it is appropriate 
that this subcommittee review in detail what is being done in this 
field as a means of evaluating the cffectiveness of the law from the 
standpoint of economy and efficiency. In addition, the subcommittee 
is interested in obtaining facts which will lead to objective considera- 
tion of any problems, and, if needed, to amendatory legislation. 

Existing legislation, including section 15 of Public Law 600, also 
authorizes the procurement of expert or consultant services from 


1 






































































































































































2 UTILIZATION OF EXPERTS AND CONSULTANTS 





organizations of such experts or consultants. The subcommittee has 
been making a study of Government practices in this as part 
of the area of temporary or intermittent services being utilized by the 
Government. The subcommittee intends to carry this part of its 
study forward in conjunction with the study of individual experts and 
consultants. 

Finally, the subcommittee has had printed as separate documents, 
the information on advisory committees as furnished by the Depart- 
ment of iculture, Department of Commerce, and the Department 
of Health, Education, and Welfare. The material as furnished should 
be of interest and value to the Members of Congress and to the 
public. Information furnished by other departments and agencies 
on advisory committees is in preparation for reproduction. This 
information on the use of advisory committees is the first compre- 
hensive collection of such material. 
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INTRODUCTION 


From the standpoint of size, complexity, and diversity of its opera- 
tions as the leader of the free nations, our Government has become the 
world’s biggest business. It employs more people than any other 
employer in the world. It is engaged, at least to some extent, in 

ractically every major phase of industry, education, science, and 
nance. Numbered among its employees are many of the outstand- 
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ing members of all professions and vocations. Thousands of men and 
women have made the Government’s business their careers. The 
lives, ambitions, and self-interest. of these people are so inseparably 
tied to the well-being, efficiency, and stability of our Government 
that they have little time or inclination for outside business interests 
or endeavors. 

With no thought of minimizing the value of these career public 
servants and the work they are doing, there has been an ever-growing 
tendency among the leaders of our Government to call in outside 
businessmen, industrialists, scientists, and experts from all fields of 
endeavor to consult and advise on different phases of Government 
operations or to do special work of a highly specialized nature outside 

2e abilities and qualifications of regular employees, or those generally 
available for Government employment. 

The objectives behind this practice are bighly praiseworthy. The 
career employees’ exclusive devotion to public service is not always 
conducive to their keeping abreast with modern business methods and 
hee reg Outside experts usually are engaged in a competitive 

usiness for profit. Efficient and economical operation is the life- 
blood of their business and, to the extent their methods and thinking 
may be adaptable to Government operations, unquestionably they 
can render a valuable service and one which should be encouraged 
rather than discouraged. To a greater or lesser degree, this basic 
precept is applicable in the cases of experts and consultants drawn from 
all fields of endeavor. It is a source of knowledge and experience 
which this Government prudently cannot ignore. 

Premised upon these beliefs and in this spirit, this subcommittee 
is conducting its study of the employment and use of experts and con- 
sultants by our Government. Its objective is to explore ways and 
means whereby the maximum benefits from such employment may be 
realized and at the same time censider safeguards to minimize the 
dangers and evils inherent in the practice. 

One of the basic dangers is the possible tendency to overemphasize 
the value and effectiveness of private business ideas and methods in 
Government. Conceivably, many excellent and accepted business 
ore would be entirely unadaptable to efficient operation of the 

yovernment. The consultant from business is schooled and trained 

through years of experience to think in terms of a specialized and 
oftentimes highly competitive segment of business. Therefore, in 
some instances he may not be capable of impartially evaluating the 
adaptability of his methods to Government. Such an evaluation 
must be made by a responsible Government official. Undue adherence 
to the philosophy of what is good for business is good for the country 
could result in the use of experts and consultants to perform functions 
which could and properly should be performed by regular full-time 
employees of the Government. We believe that such practice will 
weaken and eventually destroy the competitive career service. It 
would be much too great a price to pay for any lack of vigilance on the 
part of the Congress as to utilization of consultants and experts in 
Government. 

Conflict of interest is always an inherent danger in utilizing private 
businessmen as consultants and experts in Government. In order to 
be classed as an expert in his field, it usually means that he has spent 
many years in a particular business and has achieved a large measure 
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of success in it. His thinking process has been geared for years to 
achieving advantages for his firm or company over its competitors. 
In the broadest sense his aims have been limited principally to ad- 
vancement of the particular segment of the economy of which his 
business is a part. Under such circumstances, it appears highly 
questionable that any man could be entirely objective on problems 
which may directiy or indirectly affect his private interests. Of course, 
conflicts of interest in the narrow sense, as covered by the statuto 
provisions hereinafter cited, are criminal offenses and more susceptible 
to effective control. In the broader sense self-serving analysis of 
problems presented and self-serving advice with the view to influencing 
official policy may result from a state of mind without involving any 
lack of integrity on the part of the individual concerned. The Tatter 
type of situation is more difficult to control and equally as difficult to 
detect. The only effective safeguard, therefore, would appear to rest 
at the appointment stage. Careful screening of proposed appointees 
against the requirements of the position matt do much to minimize 
these possible danger areas. 





Section I. Scope or SuscoMMITTEE Stupy 

The subcommittee’s study of the employment and use of experts 
and consultants in Government has been Giaed upon the principles 
and concepts outlined in the introduction to this report. Its objec- 
tives have been and are now to find out the extent of such employment; 
how the services are being used; and to develop ways and means 
through legislation or centralized control procedure to continue the 
beneficial use of this type of employment, and yet at the same time to 
eliminate, or effectively minimize, the dangers inherent to it. In 
order that all aspects of the subject might be reviewed the study has 
included not only the individual experts and consultants but also 
those whose services are utilized as a group on advisory committees, 
as well as those engaged as firms or organizations by contract. 





INDIVIDUAL EXPERTS AND CONSULTANTS 


In this type of employment, individuals who are experts in their 
field, or have attained special recognition as authorities on particular 
subjects, are employed either by contract or regular appointment 
to consult and advise officials of the Government on problems in- 
volving their particular specialty. In some instances experts are 
employed actually to perform a function which requires extraordinary 
skill or knowledge in a specialized field not available through regular 
employment channels. Individual experts and consultants are to be 
employed on a temporary or intermittent basis. They may be com- 
pensated at daily rates within limits fixed by statute (hereinafter 
referred to as ‘‘WAE’’) or they may serve without compensation 
(hereinafter referred to as “WOC’’). In either case these individuals 
are, or should be, considered employees of the Government for most 
purposes and are subject to the provisions of law applicable to Govern- 
ment employees. ese employees may be utilized only in positions 
excepted from the competitive civil service, and such positions as well 
as appointments thereto are subject to the jurisdiction of the Civil 
Service Commission. This phase of the matter is discussed further 
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in this report under the subsection devoted to the authority and role 
of the Civil Service Commission. 


ADVISORY COMMITTEES 


While the use of advisory committees is not new in Governmen 
the increasing tendency of the Government agencies to make use of 
this technique persuaded this subcommittee to devote some attention 
to it in connection with its overall study of the use of experts and con- 
sultants. Inasmuch as the function of the advisory committee so 
closely parallels that of the individual consultant, a comprehensive 
study on the subject of experts and consultants would not be complete 
if the advisory committees were omitted from consideration. In the 
final analysis, the advisory committee is a group of individual experts, 
usually serving without compensation, formed for the purpose of 
consulting with and advising department or agency officials with re- 
spect to problems presented to it for consideration. Individually the 
members of these advisory committees are nothing more nor less than 
WOC consultants working together and performing as a group essen- 
tially the same functions as those performed by individual consultants. 
Thus, the advantages and disadvantages incident to consultant em- 
ployment are equally applicable to the group. In addition, the group 
activities present the additional problem of possible antitrust law 
violations. The utilization of advisory committees is subject to no 
centralized control except so far as their activities may come within 
the antitrust jurisdiction of the Department of Justice. That phase 
of the problem is discussed in this report under the subsection entitled, 
“ Authority and Role of the Department of Justice.” 


FIRMS OR ORGANIZATIONS OF EXPERTS AND CONSULTANTS 


Services under this category cover a wide range of activities invalv- 
ing expert or specialized qualifications, but which are procured under 
contract on a lump sum basis (for the job), and thus are classed as 
nonpersonal services. The relationship of this type of service to the 
overall subject of experts and consultants in the Government is two- 
fold. First, the end result contracted for in these cases pegees expert 
services of the same general character as those which may be procured, 
and oftentimes are procured, through appointment and use of indi- 
vidual experts and consultants. Second, the function performed as a 
necessary incident to the final result called for under the contract 
frequently is a function which may be performed by regular employees 
as a part of the agency function. 

The injudicious use of the contract device for the procurement of 
such services can result in evasion of the civil-service laws and the 
Classification Act. Also, it is often more expensive, particularly since 
there is generally no limitation upon the amount of money which may 
be paid to firms and o izations of experts and consultants, as dis- 
tinguished from individuals. Moreover, it is susceptible to use as a 
vehicle for performing a personal service function not provided for in 
the budget for salaries and expenses, and for which funds would not 
otherwise be available. 











JURISDICTION OF COMMITTEE: 


General jurisdiction under House rules 

The jurisdiction of this committee is defined in the rule made effec- 
tive January 2, 1947, as a part of the Legislative Reorganization Act 
of 1946 (Public Law 601, 79th Cong.), and now embodied in rule XI, 
8, of the House of Representatives, in part as follows: 


* * * (2) studying the operation of Government activities at 

all levels with a view to determining its economy and effi- 

aency; * * * 
Legislative jurisdiction 

Section 15 of Public Law 600, 79th Congress (5 U.S. C. 55a) is the 

only general statutory authority available to all agencies to procure 
a 4 use experts and consultants. It is the basic authority for employ- 
ment of individual experts or consultants, both with and without 
compensation, as well as firms and organizations on a contract basis 
without regard to competitive bid requirements. That law is a prod- 
uct of this committee and any matters involving the possibility of 
further general legislative action on this subject is properly for 
consideration by the committee. 


COLLECTION OF INFORMATION BY THE SUBCOMMITTEE 


The initial information and data on which this subcommittee began 
its study of the three related segments of the subject were obtained 
directly from the agencies involved. The data was furnished in 
answer to questionnaires sent to each agency in 1955 (list of agencies 
are included in the appendix) and covered the period from January 1, 
1953, to the date of the committee request. 

The period from January 1, 1953, was chosen because the present 
officials in most of the executive departments and agencies would not 
be in a position to explain or furnish details on the procurement and 
utilization of such services prior to that date. 

The use of these three devices for procuring expert assistance is not 

uliar to this administration. It has been going on to some extent 
or a long period of time. Even prior to the 1946 statute (sec. 15, 
Public Law 600), many agencies had special authority in their = 
priation acts, or otherwise, to employ experts and consultants. e- 
wise, the use of advisory committees and firms and organizations on a 
contract basis antedate this administration. World War II and the 
Korean conflict gave special impetus to the use of all these devices, 
from which it has developed into a major segment of Government 
nnel policy. The pressures of wartime conditions and the need 
or expeditious action with a minimum regard to costs probably are 
responsible for the laxity of control in this area which was denny 
apparent even in the initial stage of this study. Wartime conditions 
do not exist now and even though the validity of this factor as a 
justification is highly questionable, certainly no reason exists now 
for uncontrolled continuation and expansion of the practice. 

Until the subcommittee began collecting data, very little, if any- 
thing, had been done or was known on a governmentwide basis about 
the extent and use of individual consultants, advisory committees, 
or firms. From information subsequently received, we believe it is 
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extremely likely that even some of the agencies did not have an 
accurate Ov picture of the situation within their own organization. 


Individual experts and consultants 


The original questionnaire was transmitted to the departments 
and agencies in subcommittee letter dated in July 1955, which letter 
is as follows: 

Juty 18, 1955. 

Would you kindly furnish the following information with regard 
to the employment or utilization of certain individuals by your agency 
from January 1, 1953, to date, including those still serving. The infor- 
mation should be furnished with cove | to each consultant, employee 
hired without compensation, and employee hired at a nominal com- 
pensation, e. g., $1 per year. Your reply should include all constit- 
uent units of your agency. 

1. Name of individual. 

2. Type of employment, e. g., consultant, with or without 
compensation; any other type of without compensation employ- 
ment; employment at nominal compensation such as $1 per year. 

3. Period and location of employment—starting and termina- 
tion dates. 

4. Total compensation received. 

5. Total expenses paid. 

* eee statutory authority for employment of the indi- 
vidual. 

7. Nature of services performed during the period of employ- 
ment. (Describe in detail.) 


8. Background, business connections, and qualifications of 
individual, including specifically last private employment before 
Federal service covered by this questionnaire. 

9. Active business connections and affiliations of individual 
during Federal service covered by this questionnaire. 

Please furnish this information by August 15, 1955. 

Sincerely yours, 


Wiiuiam L. Dawson, Chairman. 


In March of 1956, the agencies were requested to bring this infor- 
mation up to date, and this supplemental data now is in the committee 
files. From the replies to the original questionnaire, a tabulation was 
prepared showing the number of individual experts and consultants 
used by each agency during the period covered by the committee 
request. These figures are = down as to type of employment 

OC and WAE) and the statutory authority under which the serv- 
ices were procured. Complete information had not been received 
from all agencies at the time the tabulation was prepared, and it has 
not been revised to include the supplemental data submitted in answer 
to the committee’s letter of March 1956. However, even though 
incomplete, this information is included in the appendix hereto in 
order to convey some idea as to the overall utilization of these types of 
services by the Government. 


Advisory committees 


Subcommittee letter dated November 21, 1955, sent to all depart- 
ments and agencies included a questionnaire concerning the formation 
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and use of advisory committees. The letter quoted herein provides 
general information as to the scope of the inquiry: 


Please furnish this committee by January 1, 1956, the 
following information with regard to all committees created 
by and/or advising a Department and any of its con- 
stituent parts since January 1, 1953, if there is serving on 
such committee any person other than a regular, full-time 
Federal employee compensated on an annual basis: 

1. Name of committee and its functions and duties. 

2. Date committee was created. 

3. Membership of committee (give names of individuals). 

4, Statutory authority for creation of committee. 

5. Copy of document creating committee and/or author- 
izing its functions and activities. Also copy of all aménding 
documents to date. 

6. By whom are members of committee appointed and for 
what terms of office? 

7. With whom does the committee advise and consult? 

8. In what manner and in what amounts are members of 
this committee compensated and/or reimbursed for expenses? 
Please cite authority. 

9. How often does the committee meet? Where does it 
meet? 

10. Who has authority to convene the committee? 

11. Who appoints the chairman, secretary, and other 
officers of the committee? 

12. Who is responsible for keeping minutes of the com- 
mittee’s meetings? 

13. Where are these minutes kept on file? 

14. Are the minutes of the meetings available for public 
inspection? If not, cite authority for restricting access to 
such minutes. 

15. What publicity is given the meetings of the committee 
and who is responsible for giving out such publicity? 

16. Give dates and places of committee meetings since 
January 1, 1953. 

17. Who prepares agenda for committee meetings? 

18. Who has authority to place items on committee 
agendas? 

19. Does the committee communicate recommendations or 
other advice to your department in written form? Any other 
form? Describe. 

20. Does the committee have any staff, part-time or full- 
time? Describe staff, giving names, full-time affiliation, and 
salary, if any, received from the Federal Government, or 
other sources. 

21. Give background, business connections, and qualifica- 
tions including non-Federal affiliations of members of com- 
mittee and its staff. This applies only to organizational 
connections from which income is derived and/or which 
involve holding a position as officer or trustee of a non- 
Federal organjzation concerned with a business or industry. 
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22. List reports made by committee since January 1, 1953, 
other than committee minutes. 
Sincerely yours, 
Wituiam L. Dawson, 
Chairman. 
Firms and organizations of experts and consultants 


By letter dated November 21, 1955, the subcommittee wrote to all 
the agencies and departments which had received the other two 
questionnaires asking for similar information on contracts entered 
into with firms and organizations. The letter is as follows: 


NoveMBeEr 21, 1955. 
Please furnish this committee by January 1, 1956, the following 
information with regard to all contracts or other arrangements made 
since January 1, 1953, with private firms or organizations for the 
examination or appraisal of the conduct of Federal activities under 
your jurisdiction, or for the purpose of collecting information or rend- 
ering advice in connection with the conduct of such activities. 
1. Name of firm or organization and business address. 
2. Date of contract or arrangement. 
3. Statutory authority for entering into contract or arrange- 
ment. 
4. Monetary or other consideration paid or to be paid for 
services rendered. 
5. Nature and extent of services rendered. 
6. Starting and terminating dates for services. 
7. Background, experience and qualification of firm or organ- 
ization. 
8. List of reports and summary of recommendations made by 
firm or organization. 
9. Names of principal officers and/or partners of firm or organ- 
ization. 
Sincerely yours, 
Wituiam L. Dawson, Chairman. 


Subsequently, the scope of the inquiry was enlarged to include 
similar information on all contracts entered into under authority of 
section 15, Public Law 600. Later when it became apparent that 
the scope of the inquiry was not broad enough to bring in all the 
desired information, it was enlarged to include all contracts under 
all legal authorities covering services of the nature covered by the 
first two requests. Virtually all of the replies have now been re- 
ceived and the complete information is in the committee files. 


Subcommittee use of the data collected 


The subcommittee has reviewed all the data received and it reviews 
all supplemental material received on a current basis. During the 
course of the review, specific matters which appear to require further 
explanation or clarification are noted. Informal meetings are ar- 
ranged with agency officials to discuss these matters. As a result, 
additional information where needed is submitted formally and is 
filed with the original agency report. 

Hearings have been held with the three agencies having overall 
control and enforcement functions in this area—the Civil Service 
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Commission, General Accounting Office, and Department of Justice. 
In addition, a series of hearings have started with imdividual 
employing agencies. To date officials of the Department of Agricul- 
ture have been heard. While the testimony dealt principally with the 
employment and use of individual consultants “na experts, the other 
two areas were discussed to some extent. 

Hearings were held with the Treasury Department in connection 
with their use of advisory committees on management of the public 
debt. In that connection, the chairmen of the four debt management 
advisory committees representing banking, as well as financial associa- 
tions were heard. The activities of these four committees are still 
ney re ger by this subcommittee. 

Officials of the Post Office Department and the Bureau of the Budget 
were heard in connection with a contract entered into by the Post 
Office Department with a public opinion survey firm for sampling pub- 
lic opinion on proposed post office policies. That contract is the subject 
of a separate report by this subcommittee. 

The information collected by the subcommittee on advisory com- 
mittees is so voluminous, and yet of such importance, that in order to 
make it more manageable, useful, and generally available, it is being 

ublished in a series of committee prints. These prints contain the 
information furnished by the departments and agencies in response to 
committee questionnaires. The subcommittee has reason to believe 
that collection of this information by the departments and agencies 
has served to make some of them aware, for the first time, of the 
number and uses of advisory committees within their own organiza- 
tions. These committee prints also show for the first time how 
extensive a part of Federal administrative machinery the advisory 
committees have become. It is important to ascertain how much 
actual power and influence these committees exercise or share with 
regular Federal officials in formulating important policies of the 
Government. 


Section II. EmpLoyment AND UTImLizATION oF EXPERTS AND 
CoNSULTANTS 


LEGAL AUTHORITIES FOR THE EMPLOYMENT OF EXPERTS AND 
CONSULTANTS 


Schedule A of the civil-service rules 


Agencies subject to the Classification Act and the civil service rules 
may not procure personal services by means other than through pre- 
scribed competitive processes unless they are authorized to do so by 
statute or by civil service regulations. For many years temporary 
or intermittent consultant positions have been considered to involve 
a class of personnel not readily obtainable through the competitive 
system. Therefore, schedule A of the civil service rules, long has pro- 
vided for the exception of these positions from competitive require- 
ments. Section 6.101 (n) relates to the appointment of experts for 
temporary or intermittent employment for consultation purposes. 
Section 6.101 (m) excepts from the competitive civil service all 
appointments made without compensation. 

uring World War II the need for expert assistance, advice, and 
consultation from all fields of industry, finance, and science was 
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greatly expanded. The desire for more flexibility in procuring these 
services and fixing the rates of compensation resulted in the inclusion 
of special provisions in the annual appropriation acts of certain of the 
departments and agencies specifically authorizing the employment of 
experts and consultants at maximum rates in excess of those generally 
payable under schedule A. 


Section 15, Public Law 600 


In the interest of uniformity and for the purpose of eliminating 
possible points of order to any or all of these appropriation act pro- 
visions, section 15 of Public Law 600 (5 U.S. C. 55a) was enacted in 
1946 as the first general statutory authority in this field. The said 
section provides: 


The head of any department, when authorized in an appro- 
priation or other Act, may procure the temporary (not in 
excess of one year) or intermittent services of experts or 
consultants or organizations thereof, including stenographic 
reporting services, by contract, and in such cases such serv- 
ice shall be without regard to the civil service and classifica- 
tion laws (but as to agencies subject to the Classification 
Act of 1949 at rates not in excess of the per diem equivalent 
of the highest rate payable under the Classification Act 
unless other rates are specifically provided in the appropria- 
tion act or other law) and, except m the case of stenographic 
reporting services by organizations, without regard to section 
3709 of the Revised Statutes. 


The above section now represents the basic general authority to 
procure and utilize the services of experts and consultants. However, 
standing alone, the provision grants no authority at all for such 
employment. It is operative only when the head of any department 
or agency is authorized by an appropriation or other act to use the 
provision. While the explicit reason for requiring such implementing 
authority was not stated, obviously the primary objective was to 
provide a measure of congressional control, reserving to Congress 
the opportunity to review annually the requirements of all departments 
and agencies for such services and to provide such monetary limitations 
on expert and consultant usage as it might deem advisable. 

Several such monetary limitations on the use of section 15 authority 
have been provided from time to time and have the effect of placing a 
ceiling on expert and consultant employment by the agency involved. 
Many of the departments and agencies, including the Civil Service 
Commission, appear to hold the view that the provisions of schedule A 
and section 15 are joint and equal in their authority for the procure- 
ment of individual expert and consultative services. Under that 
concept, any appropriation limitation on the use of section 15 would 
be meaningless as a general control over the hiring of experts and 
consultants. There is some indication that concurrent use of these 
two authorities by certain departments may have involved the 
expenditure of funds in excess of the limitation on section 15 hiring. 

cials of the General Accounting Office were queried as to the 
legality of such procedure and they expressed the opinion that, while 
section 15 does not supplant schedule A authority, the employment 
of experts or consultants by any agency under schedule A or section 15, 
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or both, in excess of prescribed monetary limitations on the use of 
section 15 will not be approved by GAO. 
Defense Production Act 

Section 710, Defense Production Act of 1950 (64 Stat. 819; 50 U. 
S. C. app. 2160), permits the employment of consultants and experts 
under regulations prescribed by the President, either on a per diem 
basis as paikieend by section 15 of Public Law 600, at a rate not in 
excess of $50, or without compensation. This authority is limited to 
those functions specifically authorized by the Defense Production Act 
of 1950, and to the departments or agencies to which such functions 
have been ares d elegated. The provisions of this section differ 
from section 15 authority in that persons appointed thereunder are 
exempt from the operation of certain provisions of the Criminal Code 
of the United States which restricts the outside business interests 
and associations of Federal employees. Executive Order 10182 of 
November 21, 1950, as amended by Executive Order 10205 of Jan- 
uary 16, 1951, prescribes the conditions under which such appoint- 
ments may be made and the extent to which the statutory exemptions 
may be enjoyed. Public Law 295, 84th Congress, amends the 1950 
act, and specifically provides the conditions previously covered by 
the Executive Order. Executive Order 10647 of November 28, 1955, 
reiterates and to some extent amplifies these conditions, which are 
summarized in pertinent part as follows: 

1. Consultants (WOC) appointed in accordance with the Defense 
Production Act and the Executive order are exempt from the opera- 
tion of sections 281, 283, 284, 434, and 1914, title 18, United States 
Code, and sections 190, Revised Statutes (5 U. S. C. 99).! These 
sections relate, respectively, to officers and employees receiving com- 
pensation for services in connection with any proceeding or matter 


1 Conflict of Interest statutes: 

Title 18, United States Code, see. 281: “Whoever, a Member of or Delegate to Congress, or a Resi- 
dent Commissioner, either before or after he has qual , or the head of a department, or other officer or 
employee of the United States or any department or agency thereof, directly or indirectly reccives or agrees 
te receive, any compensation for any services rendered or to be rendered, either by himself or another, in 
relation to any proceeding, contract, claim, controversy, charge, accusation, arrest, or other matter in which 
the United tes is a party or directly or indireetly interested, before any ne agency, court- 
martial, officer, or any civil, military, or naval commission, shall be fined not more t $10,000 or imprisoned 
pos pi rende — coe years, or both; and shall be incapable of holding any office of honor, trust, or profit under 

n ae 

Title 18, United States Code, sec. 283: ‘Whoever, being an officer or employee of the United States or any 
department or agency thereof, or of the Senate or House of Representatives, acts as an agent or attorney 
for gecputing any claim against the United States, or aids or assists in the prosecution or support of any 

claim otherwise than in the proper discharge of his official duties, or receives any gratuity, or an 
share of or interest in any such claim in consideration of assistance in the tion of such claim, 
be fined not more than $10,000 or ong ag more than one year, or both * * *.” 


Title 18, United States sec. hoever, having been employed in any agency of the United 
States, including commissioned officers to duty in such agency, within two years after the time 
when such employment or service has " — or acts as counsel, attorney, or agent for prosecut- 
ing, any claims against the United States involving 


any subjeet matter directly connected with which such 
mace was sO boy eg or performed duty, shall be fined not more than $10,000 or imprisoned not more 
Title 18, United States Code, sec. 434: “‘Whoever, being an officer, agent or member of, or directly or in- 
detion, f mg tahun one yet esis mo vai hy ry pet awe bed t of 
, or of any or , or 0 entity, is emp: or as an r or agent o 

the United States for the transaction of business with such Busines entity, shall be fined not more than 


ae | ey Towed we whem ag Ape on pang 

itle 5, United States Code, see. 90: “It shall not be lawful for any person appointed as an officer, clerk 

or employee in ary of the departments, to act as attorney. or agent for prosecuting any claim against 

es set eo eden ae er re ee vances Nalapee Pinta og wadaghend 
nor in any manner, nor by any means, prosecu' an. such claim, within ‘© years 

Fatt after shall have conaed to be tach 24 é 


, clerk, or em: 
Title 18, United States Code, sec. 1914: ‘‘Whoever, being a Government-official or em receives any 
in connection with his services as such an o ploy ry melee  b man ecg the Govern- 
po tte sce alarm as chiens Lanse i 26 treasury of any State, county, or munici- 
ww hovisr ever, whether a person, association or corporation, makes any contribution to, or in any way sup- 
plements the of, any Government official or em for the services performed by him for the Gov- 
ernment ofthe United Statee~shall be fined not more si ihe serves pertormed by Mim or the Gov 
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in which the Government is an interested party; aiding or assisting 
in the prosecution of any claim against the United States while em- 
ployed by the Government and for 2 years thereafter respecting sub- 
ject matters directly connected with-his. preyious Government employ- 
ment; acting as agent of the United States in dealing with any business 
enterprise in which the agent has a pecuniary interest; receipt of salary 
from # private source for services rendered to the United States; and 
acting as agent or attorney for a period of 2 years after termination of 
Federal employment in any claim which was pending in any depart- 
ment during the period of his employment therein. 

2. Consultants and experts so appointed, under the Defense Pro- 
duction Act, on a compensatory basis (WAE) are exempt from all of 
the above statutory restrictions except sections 434 and 1914, title 18, 
United States Code, which relate, respectively, to acting as agent of 
the United States in dealing with private business in which the agent 
has any interest; and, receipt of salary from a private source. 

3. The above exemptions do not extend to situations in which the 
consultant or expert concerned participates in an active or advisory 
capacity with respect to transactions between the United States and 
his private employer or other business entity in which he has any direct 
or indirect pecuniary interest. Consultants (WOC) may not receive 
salary or other emolument for their services to the Government from 
any source other than the private employer at the time of their 
appointment. 

4. Statements including the name‘of the appointee, type of appoint- 
ment (WOC or WAE), title of position, and the name of private em- 
ployer shall be filed with the Division of the Federal Register for each 
appointment so made, which statement shall also include the names 
of any corporation of which he is an officer or director, or in which 
he owns, or within 60 days preceding his appointment has owned, 
any stocks, bonds, or other financial interest, together with similar 
information as to his interest in any partnership. 


Other statutory authorities 


In addition to the foregoing, there are numerous special statutory 
authorities for the employment of experts and consultants. In gen- 
eral, these special provisions are similar to those contained in section 
15 of Public Law 600, except for the maximum compensation which is 
usually set at $50 per day or higher. 

Some of the special authorities used are as follows: 

The Commodity Credit Act (15 U.S. C. 714h). 

The Farmers’ Home Administration Act (7 U.S. C. 1015). 

The Armed Services Procurement Act, section 2c-4 (62 Stat. 
21, 41 U.S. C. 151). 

The Rivers and Harbors Act, section 105 (64 Stat. 163). 

The Federal Civil Defense Act (50 U.S. C. 2253b). 

The National Security Act (50 U.S. C. 405). 

The Central Intelligence Act (50 U.S. C. ty ; 

Public Law 808, 8ist Congress, section 3 (64 Stat. 903). 

Federal Property and Administrative Services Act, section 
208b (63 Stat. 377). 

Public Law 592, 79th Congress, section 4 (60 Stat. 790). 


Federal Reserve Act, section 10 (4) and 11 (12 U. S. C. 3), 
section 284e. 
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The Bonneville Power Act (50 Stat. 731, 16 U.S. C. 832). 
Public Law 429, 8ist Congress (63 Stat. 954). 


Public Law 425, 78th Congress (Department of Agriculture 


Orgone Act of 1944, 58 Stat. 734). 
ublic Law 499, 81st Congress (40 U. S. C. 442). 
National Science Foundation Act (42 U.S. C. 1861). 


Railroad Retirement Unemployment Insurance Act, section 


12h (52 Stat. 1094). 
Public Law 254, 82d Congress (65 Stat. 760). 
Public Law 205, 83d Congress (67 Stat. 408). 
Public Law 663, 83d Congress (68 Stat. 829). 
Public Law 402, 80th Congress (62 Stat. 6). 
Public Law 346, 78th Congress, section 1500 (58 Stat. 283). 
Public Law 293, 79th Congress, section 14a (59 Stat. 675). 


Definition of “expert” and “consultant” 
The Civil Service Commission defines an expert as: 


a person of excellent qualifications and a high degree of 
attainment in a professional, scientific, technical, or other 
field. His knowledge and mastery of the principles, prac- 
tices, problems, methodology, and techniques of his field of 
activity, or of an area of specialization within the field are 
clearly superior to that usually possessed by persons of 
ordinary competence in the activity. His attainment should 
be such that he will usually be regarded as an authority or as 
a practitioner of unusual competence and skill by other 
persons engaged in the profession, occupation, or activity. 


The Commission defines an expert position as one: 
involving duties which require for satisfactory performance 
the services of an expert in the particular field, as defined 


above, and which could not be satisfactorily performed by 
someone who is not an expert in the particular field. 


The Comptroller General ruled that the term ‘‘expert’’ as used in 
section 15 of Public Law 600 includes only those persons exceptionally 
qualified by education and experience in a particular line to perform 
some special service, and whose services are not generally obtainable 


under operation of the civil-service laws and regulations. 


A “consultant’”’ is defined by the Civil Service Commission as: 


one who serves in an advisory capacity to an officer or instru- 

mentality of the Government, as disti ished from one 
who serves as an officer or employee in the performance of 
duties and responsibilities of the agency. He expresses his 
views or gives his opinions regarding problems on questions 
presented to him by the agency, but he does not perform, or 
supervise the performance of, operating functions. Ordi- 
narily, he will be an expert in the particular field in which he 
advises. However, he need not be a specialist; his “expert- 
ness” may consist, in his possession of broad administrative, 
professional or technical experience of a high order which 
indicates that his ability and knowledge will render his 
‘advice of distinctive value to the employing agency. 
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The Commission, therefore, defines a consultant position as one: 


involving the sone pf oman of purely advisory or consultant 
services, as defined above, not including the performance of 
any operating functions. 


The Comptroller General’s definition of a consultant is similar. 
He should be one who serves in an advisory capacity to an administra- 
tive official or employee in the performance of duties and responsibi- 
lities imposed by law upon the agency in which employed. He holds 
that the consultant is one who merely expresses his views or gives 
opinions regarding a problem within the statutory functions of the 
agency, but does not perform or supervise the performance of any 
duty or responsibility imposed upon the agency (23 Comp. Gen. 499). 
It is significant to note that the Comptroller General emphasizes that 
the opinion or advice by a consultant should be in connection with the 

erformance by a regular official of duties and responsibilities imposed 

y law upon the agency in which such official is employed. That 
phase of the subject is discussed further in this report under the sub- 
sections dealing with the role of the Civil Service Commission and 
the General Accounting Office. 


AUTHORITY AND ROLE OF THE CIVIL SERVICE COMMISSION 


The jurisdiction of the Civil Service Commission over the appoint- 
ment of experts and consultants is not specifically granted by statute. 
The Commission’s authority in this field stems from its general statu- 
tory responsibilities to see that positions in the Federal Government 
are classified under the Classification Act and that appointments 
thereto are made in accordance with the Civil Service Act, rules and 
regulations. When a statute or other authority excepts from the 
civil service and classification laws positions of a desiznated class, such 
as “experts’’ or “consultants,” the Commission’s general responsi- 
bilities under these laws require it to determine that the position to 
be excepted is in fact one of the designated class. In the case of 
experts and consultants, the responsibility of the Commission also 
involves determination of the appointee’s qualifications. The theory 
under which the Commission assumes this authority is that, if a 
person who does not qualify as an expert performs the duties of the 
position, the position itself loses the statutory exemption as an expert 
position. Thus, the Commission has acquired its jurisdiction as to 
experts and consultants by backing into it, rather than through 
affirmative legislation. By the same token the Commission dis- 
charges its responsibilities in this area by backing into it through the 
process of its periodic general agency inspection, made for the purpose 
of enforcing compliance with civil service and classification laws. 

Prior to the subcommittee study, the Civil Service Commission had 
collected no statistics on the employment or utilization of experts and 
consultants. There is no evidence that it had recognized any special 
problems in the area worthy of particular attention. This indicates 
that the whole matter has been treated as a minor incidence to its 
broader responsibilities and that the appointment and use of experts 
and consultants receive only cursory attention during civil service 
inspections of the employing agencies. 
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Under existing laws and the above concept of the Civil Service Com- 
mission’s authority in the field of experts and consultants, the Com- 
mission has no jurisdiction over the formation and utilization of 
advisory committees or the utilization of firms or organizations of 
experts procured by nonpersonal service contracts. In the first in- 
stance, members of advisory groups generally are not appointed to 
positions. They are not deemed to be officers and employees of the 
Government in any sense. Likewise, firms and organizations under 
contract on a job basis do not acquire an employment status such as 
would give jurisdiction to the Civil Service Commission. 

Prior to 1953, the Civil Service Commission generally required the 
departments and agencies to submit for prior approval proposed ex- 
pert and consultant positions under the statutory exception, as well 
as proposed appointments thereto. In a few instances the Commis- 
sion resorted to a procedure of permitting the agencies, subject to post 
audit during regular Civil Service inspections, to set up expert and 
consultant positions and make appointments thereto without prior 
approval under the terms of a formal agreement prescribing certain 
standards and control procedures. There is no evidence that the 
Commission at that time recognized or attempted to deal with the 
expert or consultant problem on any organized or comprehensive 
basis. Since 1953, the Civil Service Commission has entered into an 
extensive program of expanding the post audit concept. Agreements 
have been entered into with 28 departments and agencies, resulting 
in what this subcommittee believes to be a sander delegation to the 
employing agencies of what remained of its authority over the ap- 
pointment and use of expe.ts and consultants. 


General agreements in effect 


From information received from the Civil Service Commission, 
there are now in effect 28 general agreements with Federal depart- 
ments and agencies on excepted appointments of experts and con- 
sultants. The text of the agreements executed with the following 
agencies are included in the appendix to this report: 


Departments: 
Agriculture, September 16, 1954; amended October 5, 1954. 
Commerce, June 15, 1954; amended August 11, 1954. 

Defense, Office of the ange eve National Security Agency, 
August 26, 1955; Air Force, March 12, 1955; Army, February 
28, 1949, revision pending clearance; Navy, May 26, 1949, 
revision in process. 
Health, Education, and Welfare, November 15, 1955. 
Interior, October 8, 1954. 
Labor, June 10, 1954; amended December 22, 1954. 
State, November 17, 1954; amended May 11, 1955. 
Agencies: 
Bureau of the Budget, July 1, 1954. 
Export-Import Bank of Washington, March 11, 1955. 
Farm Credit Administration and the Central’ Bank for Coop- 
eratives, January 24, 1955. 
Federal Communications Commission, September 21, 1955. 
Federal Mediation and Conciliation Service, November 17, 1954. 
Federal Trade Commission, April 5, 1955. 
Foreign Claims Settlement Commission, March 5, 1955. 
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Foreign Operations Administration (International Cooperation 
Administration), September 1, 1954. 
General Services Administration, August 9, 1954. 
Housing and Home Finance Agency: 
ce of the Administrator, September 9, 1954. 
Public Housing Administration, March 15, 1955. 
National Advisory Committee for Aeronautics, October 4, 1954. 
National Capital Planning Commission, July 18, 1955. 
National Science Foundation, January 3, 1955. 
National Security Training Commission, July 1, 1954. 
Panama Canal Company (for itself and the Canal Zone Govern- 
ment), December 28, 1954. 
Smithsonian Institution, December 6, 1955. 
United States Information Agency, August 23, 1954, 


The Civil Service Commission justifies its present system as “good 
management.” It believes that delegation subject to review makes 
for more efficient operations. That contention is analyzed and dis- 
cussed later in this report. 

In addition to the foregoing, the Civil Service Commission has been 
given a special role under the Defense Production Act. Appointments 
of experts and consultants made under the authority of that act 
are required to be surveyed every 3 months by the Commission and 
a report of its findings made to the President and the Congress. 

It appears that the Commission performs these functions in a purely 
routine and ministerial fashion. It relies upon administrative deter- 
minations and representations with respect to conflict of interest 
matters without exercising independent action or judgment. 


AUTHORITY AND ROLE OF THE GENERAL ACCOUNTING OFFICE 


Jn this, as in other areas of Government activity, the chief concern 
of the General Accounting Office is the legality of expenditures. The 
provisions of laws relating to the employment and use of experts and 
consultants are usually in general terms and frequently are ambiguous 
as to their intended application. As a result, few if any clear-cut 
statutory standards and limitations are prescribed. Through inter- 
pretative decisions of the Comptroller General, the General Accounting 
Office has made an important contribution in developing such stand- 
ards and limitations in the area as are possible under existing law. 

These decisions, among other things, focused attention on the four 
inherent limitations to all the various authorities to employ experts 
and consultants. 

1. The positions must be bona fide expert or consultant posi- 
tions. 

2. Persons appointed must be experts or consultants qualified 
to perform the ace of the positions. 

3. The services required must be of such a nature that the 
need can be met through an appointment on a temporary or 
intermittent basis. 

4, The services must be of such nature and requiring such 
unique qualifications that they are not normally obtainable 
through competitive civil service procedures, ; 

While many of the Comptroller General’s decisions defining the scope 
and applicability of legal authorities in this field relate specifically to 
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thé provisions of section 15 of Public Law 600, for the most part they 
are equally applicable to other similar statutory authority. 

In 27 Comptroller General 508, the Cemaptiolien held that ‘‘in order 
to justify the employment of experts, there should be a concurrence 
of two factors: First, that the services sought to be procured can be 
satisfactorily performed only by experts and, second, that the persons 
re are experts.”’ It was further held that an expert appointed 
without regard to the Civil Service Act and rules may not immediately 
upon appointment, or thereafter, be assigned to the work of a position 
in the competitive classified service, nor may such an expert be as- 
signed to duties and responsibilities that would cause the position to 
fall under the said act (16 Comp. Gen. 859 and 861). The Civil Service 
Commission followed the principles laid down in the cited decisions 
in defining the term “expert” by regulation. 

Public Law 600, section 15, provides that the exemption from the 
civil service laws is available for experts or consultants’ services as 
may be required intermittently, or if not required intermittently, as 
will be utilized for only a temporary period. The temporary period is 
fixed by statute as being not in excess of 1 year. The law permits no 
exception to this requirement and in the absence of specific authority 
to the contrary there may be no extension of such an appointment 
beyond 1 year, regardless of whether the temporary services are part- 
time or full-time. In 28 Comptroller General 328, it was held that 
where the need for the same service extends beyond the 1-year employ- 
ment limitation, a new contract may not be entered into under section 
15 for periods extending beyond 1 year regardless of any period of 
break Soewredn employment agreements. However, an employee 
hired for one expert position under a series of contracts totaling less 
than 1 year may be rehired immediately in a different expert position 
for a period which will make the aggregate employment exceed 1 year, 
providing that the different position is not one previously filled by 
some other expert for as much as 1 year. 

Although the General Accounting Office audits the payments made 
to experts and consultants, both for compensation and traveling ex- 

enses, there is evidence that, like the Civil Service Commission, it 

as taken little special interest in the overall problems relating to the 
procurement and use of this type of service. With respect to the use 
of advisory committees, and to some extent of all WOC employment, 
no effective audit action has been taken by the General Accountin 
Office. This lack of action is due at least in part to the dearth o 
statutory standards on this subject, and, therefore, constitutes one 
important area where remedial legislation should be considered. 


AUTHORITY AND ROLE OF THE DEPARTMENT OF JUSTICE 


The authority and responsibility of the Department of Justice in 
the field of experts and consultants is limited to the enforcement of 
applicable criminal statutes. These statutes, commonly referred to 
as the conflict of interest statutes, are aimed at protecting the public 
interest by prohibiting Federal officers and employees from engagin 
in private activities which are incompatible with the duties an 
responsibilities of public office. The texts of these statutes are in- 
cluded in this moot as a footnote to page 12. These statutes. are 
applicable not only to experts and consultants, but apply to all Gov- 
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enment employees not specifically exempt by law. The applicability 
of the conflict of interest statutes turns on the existence of the em- 
ployee relationship within the meaning of the statute and not on the 
tenure of employment or the amount of compensation received. 
Experts and consultants should receive special attention in this 
regard because usually their Government service is only a temporary 
interruption of their active business associations. This creates an 
atmosphere much more likely to develop into a conflict of interest 
situation than is present in the case of full-time employees. 

The responsibility of the Department of Justice in the field of con- 
sultants and experts employed under authority of the Defense Produc- 
tion Act basically is the same as it is for those appointed under other 
authorities, i. e., enforcement of Federal criminal statutes, including 
those relating to conflicts of interest. However, there is one variation. 
The Defense Production Act, as amended, and the implementing Exec- 
utive order exempts from operation of the conflict 0” interest provisions 
certain of the experts and consultants appointed thereunder. The 
act and order set forth preconditions and limitations for the exemption 
and the Department of Justice has the same obligation to enforce 
these conditions and limitations as it has to enforce any Federal crimi- 
nal statute. In addition to those exempted by the Defense Production 
Act, as amended, from the conflict of interest statutes, there are only 
some 471 WOC and WAE employees appointed under other statutes 
which contain significant exemptions in this area. This information 
is as follows: 
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All the provisions relating to conflict. of interest are in the form of 
criminal statutes which must be narrowly construed. The provisions 
are designed to prevent situations which are inherently bad and it is 
very doubtful whether any blanket exemptions therefrom would be 
in the best interest of the United States. In fact, the exemptions pro- 
vided under the Defense Production Act are so circumscribed by limita- 
tions and preconditions that little, if any, actual exemption is provided. 
More than 10,000 WOC and WAE consultants have been utilized since 
1953, under authorities of law which provide no exemption whatever 
from the conflict of interest laws. With respect to this latter group, 
no representations have been made to this subcommittee that any 
undue difficulties have been encountered because of failure to provide 
such exemption in these laws. 

The Department of Justice makes no general inspections or investi- 
gations for the purpose of insuring compliance with the conflict of 
interest laws. It depends upon reports of probable violations from 
such sources as the Federal Bureau of Investigation, Civil Service 
Commission, General Accounting Office and the employing agencies. 
The General Accounting Office and the Civil Service Commission have 
done little or nothing in this field. The Federal Bureau of Investiga- 
tion acts only when specifically requested to do so on cases involving 
reported violations. As a result, the only enforcement of these laws 
by the Department of Justice is the investigation and prosecution of 
reported violations with no effort being made to police the field to 
enforce general compliance with the laws. 

Another function of the Department of Justice is to enforce the 
antitrust laws. With respect to the general subject of experts and 
consultants, its antitrust enforcement activities are directed prin- 
cipally to the formation and use of advisory committees by the various 
departments and agencies. Since the advisory committee device 
constitutes a fertile field for trust combinations for price fixing, 
restraint of trade, etc., the Department of Justice has prepared and 
transmitted to all departments and agencies suggested standards for 
the purpose of minimizing the possibility of antitrust law violations. 
These standards are as follows: 


(1) There must be statutory authority for the employment 
of such committees or there must be an administrative finding 
that it is necessary to utilize such committees to perform cer- 
tain statutory duties. 

(2) The agenda for such committees and their meeting 
must be initiated and formulated by the Government. 

(3) The meetings to be held must be at the call of and 
under the chairmanship of full-time Government officials. 

(4) Full and complete minutes of each meeting must be 
kept. 

fs) The functions of such committees must be purely 
advisory and any determinations of action to be taken must 
be made solely by Government representatives. 


The Department of Justice reports that there are 1,394 committees 
which are subject to the standards prescribed by the Antitrust Division 
and only 615 of these are complying with these standards. 
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CoNCLUSIONS 


1. There are too many statutes authorizing the procuring of expert 
and consultant services. The provisions in use relating to compensa- 
tion and limitations are not uniform. This results in a lack of uni- 
form control and thereby increases the possibility of abuses. If the 
present general authority of section 15 of Public Law 600 were ex- 
panded and the special statutory and regulatory. authorities now in 
use were eliminated, the needs of all departments and agencies for 
services of this kind would be satisfied and the difficulties and confusion 
that now exist would be curtailed. 

2. At the present time, no single agency has any centralized overall 
specific authority to deal with employment practices in the field of ex- 
perts and consultants. It appears that the lack of centralized control 
has resulted in the use of the authority to employ experts and consult- 
ants as a loophole in the more restricted civil-service procedures. 
Even at this stage of the subcommittee’s study abundant evidence of 
circumvention has been noted. In the main, the procurement and 
use of individual experts and consultants appear to conform reasonably 
closely to the types of services contemplated by the Congress, with 
only a relatively small percentage falling outside the legitimate use of 
the authority. However, if the occasional abuses are not ended, they 
will undermine the utility of the authority conferred and used for 
proper purposes. 

3. The existing procedures of the Civil Service Commission of per- 
mitting the employing agencies to establish positions and make ap- 
pointments of experts and consultants under general agreements, 
subject to periodic postaudits, are inadequate to deal with the prob- 
lems inherent in this type of employment. The Congress having 
reposed in the Civil Service Commission the right to pass upon 
employees who are employed by exception from the regular pro- 
cedure, it would appear that the Commission has abdicated its 
prerogatives by such agreements. What appears to be “good manage- 
ment,” in general, frequently is not the most desirable procedure in 
exceptional circumstances. The employment of experts and. con- 
sultants falls within the category of exceptional circumstances. The 
majority of such employees have departed from the scene of Federal 
employment before postaudit inspection under existing procedures is 
pores Such employees do not enter the Federal service pursuant 
to examination or general qualifying requirements so that the safe- 
guards which support a postaudit in cases of regular civil-service em- 
ployees are not present in the case of experts and consultants. The 
Civil Service Commission agreements with the agencies obviously are 
designed to deal with specialized technical personnel. However, 
the problems of abuse relate to so-called experts and consultants out- 
side the scientific or technical area. Approximately, 6,000 new ap- 
pointments a year are made of experts and consultants, the majority 
of which are scientific or rectninal. specialists. The remainder of the 
appointments, which are nontechnical, could be preaudited by the 
Civil Service Commission, as there is no problem of unmanageable 
numbers such as is the case with the regular civil service. 

4. There are a number of important and sensitive areas in the expert 
and consultant field which are inadequately covered by the authorizing 
statutes and regulations. In some areas there is no coverage and in 
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others there is a serious lack of clarity and uniformity: The more 
important of these areas are: 

(a) Conflict of interest—The conflict of interest statutes now place 
the burden on the individual affected and impose no important respon- 
sibility upon the officials of the employing agency. The statutes 
cover a narrow field and prohibit activities which unquestionably 
should be proscribed: There appears to be little, if any, reason for 
blanket statutory exemptions from these statutes such as are provided 
in the Defense Production Act. In an active emergency period, 
necessity for prompt effective action may require all other considera- 
tions to be overridden by placing experts and consultants in positions 
which by virtue of their private industry connections may give rise to 
a conflict of interest. Such justification is not present, however, in 
the administration of the peacetime Federal Government services. 

(b) Lobbying within the Covernment.—From the evidence adduced, 
it appears that numerous experts and consultants are being used 

rimarily to aid in the enactment into legislation of proposed agency 
egislative programs. Most of the agencies have so-called “‘congres- 
sional liaison’’ staffs to perform work in this field. There appears to 
be no justification for temporarily augmenting the full-time staffs 
with experts and consultants for these purposes. While it is proper 
for private citizens to work for the passage of legislation, similar action 
on the part of Federal agencies has been prohibited by the Congress. 
Section 1913 of title 18, United States Code, and provisions in many 
appropriation acts, prohibits use of appropriated money directly or 
indirectly to pay for personal services, advertising, etc., intended or 
designed to influence Members of Congress to favor or oppose any 
legislation by Congress either before or after introduction of a bill or 
resolution, except communications at the request of a member or 
through proper official channels. 

(c) Trade association officials and registered lobbyists —There have 
been noted several instances where trade association officials and reg- 
istered lobbyists were employed as so-called experts or consultants 
presemably without regard to the favorable position and contacts 
such employment afforded for pursuing the exact duties they are paid 
to perform by the trade associations. 

(d) Public relations activities.—In one statute, as well as in numerous 
annual appropriation acts, yer has restricted the employment of 
publicity experts. (See 5 U.S. C. 54.) Digests of relevant pro- 
visions In appropriation acts for the fiscal year 1953, 1954, and 1955 
are set forth in the appendix hereto. 

There has not come to the attention of the subcommittee any evi- 
dence that any Federal agency has attempted to define the duties and 
responsibilities of a “publicity expert.” . It is understandable that 
ins fp agencies have not devoted any appreciable efforts to this 
end, particularly since a number of them have displayed quite a 
penchant for employing “experts and consultants’ with newspaper, 

ublic relations, radio or television background in order to attain 
etter “public understanding” of the agencies’ objectives and pro- 
s 


This is one of the disturbing problems uncovered by the subcom- 
mittee study of the employment of experts and consultants. There 
are numerous instances of employment of experts and consultants in 
the field of public relations despite the fact most of the agencies have 
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 sgpassong staffs for carrying on authorized informational functions. 
some instances the concrete accomplishments of these so-called 
experts or consultants raise serious questions concerning the under- 
lying reason for their employment. In one case, a national magazine 
publisised a highly partisan article written by a so-called consultant 
on the payroll of a department. The long-range and subtle results 
of such temporary or intermittent relationship of employment between 
working journalists or reporters and Government agencies may go far 
beyond the undesirable slanting of news coe rN by the so-called 
expert being on the payroll and exerting his efforts to publicize what 
may be of immediate interest to the head of the agency. 

(e) Political and private influence —Evidence has been adduced of 
appointments of so-called experts and consultants either because of 
partisan political pressures or by reason of personal politica: relations. 

5. There is an increasing tendency of Government agencies to make 
use of advisory committees in carrying out administrative functions. 
The utilization of advisory committees is subject to no centralized 
control, nor do they conform to any defined standards. 

6. The utilization of expert or specialized services, procured under 
contract on a lump-sum basis and classified as nonpersonal services, 
has been increasing. Such utilization is authorized by section 15 of 
Public Law 600. This permits the use of personal services which are 
not provided for in the biidget for salaries and expenses. 


RECOMMENDATIONS 


1. This subcommittee expects, as a result of this study, to be able 
to recommend legislation to combine all existing authorities, including 
Sehedule A of Civil Service Rules, into one basic authorizing statute 
for the utilization of experts and consultants. It is believed such 
— will be an important step in bringing about some order in this 

eid. 

2. It is believed that the most effective means of curtailing abuses 
in the utilization of experts and consultants would be to confer specific 
regulatory authority in one central agency. In keeping with the 
reason for its creation, it appears that the Civil Service Commission 
logically should be the ageney to receive such authority. 

3. In view of the testinrony as to the leng terval between employ- 
ment of experts and consultants and postaudit, it is recommended 
there be an immediate return to the preaudit system by the Civil 
Service Commission, particularly with reference to the appointment 
of nontechnical personnel. If legislation ultimately is required to 
accomplish such result, it will be necessary to amend section 15 of 
Public Law 600 accordingly. 

4. It is recommended that legislation be considered to broaden 
the coverage of the conflict of interest proscriptions to the employ- 
ment of experts and consultants. Exemptions from the provisions 
should be granted only by the head of the employing agency. The 
exemption granted by the head of an agency and the justification 
therefor should be published in the Federal Register. With reference 
to special or temporary agencies, it is recommended that the President 
should be the one to grant exemptions with such information published 
in the Federal Register. It is recommended that all blanket exemp- 
tions should be repealed. 


UTILIZATION OF EXPERTS AND CONSULTANTS 25. 


5. A study of lobbying within and by the executive branch should 
be undertaken. In the meantime, with regard to the appointment of 
trade association employees as experts or consultants by the agencies, 
it is recommended that legislation be considered either specifically to 
prohibit, or circumscribe, such employment. Similar action is indi- 
cated in regard to employment of experts or consultants for so-called 
congressional liaison purposes. . 

6. Journalism of all kinds should be kept free of governmental 
influence, including that which results from the temporary or inter- 
mittent employment by the Federal Government of working members 
of the fourth estate. It is recommended that careful consideration 
should be given to legislation prohibiting the use of the general 
authority to utilize experts and consultants for the engaging of 
(a) public relations experts, (6) individuals with predominately news- 
paper, magazine, radio or television background. Employment in 
the last mentioned category should be confined exclusively to the 
limitations of the regular informational functions of the department 
or agency as authorized by Congress; and, for which funds are 
specifically appropriated each year. 

7. There should be more efficient control by a central agency, 
such as the Civil Service Commission of the employment of experts 
and consultants with a purpose thereby of eliminating political and 
private influences in their employment. 

8. More aggressive action should be taken by the Civil Service 
Commission to eliminate lack of uniformity in compensation which 
results in highly competent experts receiving modest rates of pay 
while other individuals, of questionable qualifications, receive higher 
rates of compensation. 

9. The Civil Service Commission should require written certifica- 
tion of need for proposed expert or consultant positions. In addition, 
the Commission should verify through inspections and desk audits 
the alleged need as well as the actual duties being performed. Such 
procedure would aid in eliminating the dubious practice of using 
consultants or experts to augment regular working staffs. 

10. The Civil Service Commission should take steps to eliminate 
the current practice of appointing individuals as experts or con- 
sultants pending their confirmation by the Senate to statutory 
positions. 

11. All experts and consultants, both WOC and WAE, should be 
required to take the oath of office and be carried as employees of the 
United States. Audits by the General Accounting Office and inspec- 
tions by the Civil Service Commission should emphasize this recom- 
mendation and assure compliance therewith. 

12. Departments and agencies should be directed to report employ- 
ment of experts and consultants to the Civil Service Commission on 
a comprehensive basis at least semiannually. The Civil Service 
Commission should be required to include an analysis of such em- 
ployment in its annual report to Congress. 

13. A thorough study is indicated as to the use of advisory com- 
mittees by the Government agencies, with a view to recommending 
legislation pertaining to centralized control and defining standards 
governing their activities. In the interim the President should take 
steps to obtain governmentwide compliance with the standards for 
advisory committees promulgated by the Department of Justice. 
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These standards.at least provide a public record of*the activities of 
these advisory committees and also some — of control and super-’ 
vision by the responsible Government official. 

14. Further study should be made of the use of nonpersonal service 
contracts by the agencies. Legislation may be required particularly 
for establishing a limitation upon the amount which may be paid to 
firms or organizations of experts and consultants. 


APPENDIXES 


AprpEenpDIx A—DEPARTMENTS AND AGENcTIES From Wuaicu Data Was 
REQUESTED BY THE COMMITTEE ON GOVERNMENT OPERATIONS ON 
EMPLOYMENT AND Use or Experts AND CONSULTANTS 


Agriculture, Department of 

Air Coordinating Committee 

Air Force, Department of 

American Battle Monuments Commis- 


sion 

Army, Department of 

Attorney General 

Atomic Energy Commission 

Bureau of the Budget 

Business and Defense Services Admin- 
istration 

Civil Defense Administration 

Canal Zone Government 

Central Intelligence Agency 

Civil Aeronautics Board 

Commerce, Department of 

Commission of Fine Arts 

Civil Service Commission 

Council of Economic Advisers 

Defense, Department of 

Defense Transportation 
tion 

District of Columbia Redevelopment 
Land Agency 

Export-Import Bank 

Farm Credit Administration 

Federal Communications Commission 

Federal Deposit Insurance Corporation 

Federal Mediation and Conciliation 
Service 

Federal Power Commission 

Federal Reserve System 

Federal Trade Commission 

Foreign Claims Settlement Commission 

General Services Administration 

Health, Education, and Welfare, De- 
partment of 

Home Loan Bank Board 

Housing and Home Finance Agency 


Administra- 


81067—56——3 


Indian Claims Commission 

Interior, Department of 

International Boundary 
Commission 

International Boundary Commission 

International Cooperation Administra- 
tion 

International Joint Commission 

Interstate Commerce Commission 

Labor, Department of 

National Advisory Committee for Aero- 
nautics 

National Capital Housing Authority 

National Capital Planning Commission 

National Labor Relations Board 

National Inventors Council 

National Mediation Board 

National Science Foundation 

National Security Council 

Navy, Department of 

Office of Defense Mobilization 

Panama Canal Company 

Post Office Department 

Railroad Retirement Board 

Renegotiation Board 

Rubber Producing Facilities Disposal 
Commission 

St. Lawrence 
Corporation 

Securities and Exchange Commission 

Selective Service System 

Small Business Administration 

State, Department of 

Subversive Activities Control Board 

Tennessee Valley Authority 

Treasury, Department of 

United Sintes Information Agency 

United States Tariff Commission 

Veterans’ Administration 


and Water 


Seaway Development 
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Apppnpix C—GENERAL AGREEMENTS BeTween THE DEPARTMENTS 
AND AGENCIES AND THE Civit Service Commission ProvipiInG 
FOR THE APPOINTMENT OF EXPERTS AND CONSULTANTS 


DEPARTMENT OF AGRICULTURE 


The Department of Agriculture is authorized to effect the appoint- 
ment (including contract employment of personal services) of qualified 
experts, consultants, and advisers without submitting individual cases 
for prior approval of the Civil Service Commission, provided that 
such appointments (including contract employment of personal serv- 
ices) are effected in accordance with the provisions of this Agreement 
and the standards, definitions, and other requirements prescribed in 
the Civil Service instructions on Excepted Appointments of Experts 
and Consultants in the Federal Personnel Manual. 

1. Authorities —Appointments will be made under authority of 
Schedule A-6.101 (n) of the Civil Service Rules of proper statutory 
authority available to the Department or to the particular agency 
of the Department as provided in Attachment A. 

2. Classes of Experts and Consultants.—Attachment B is a list of 
examples of classes of experts and consultants and specific assignments 
thereof which the Department expects to appoint in accordance with 
this Agreement. 

3. Nature of Appointments and Compensation.— 

a. Nature——Appointments will be of a temporary or inter- 
intermittent nature except where specific statutory authority 
exists for appointments without such limitations. Intermittent 
service shall not exceed 130 working days in any one service year. 

b. Compensation.—With respect to the allocation of positions 
as experts, the Department of Agriculture will fix the compensa- 
tion of such experts without regard to the Classification Act of 
1949 as amended, where statutory authority exists to thereby 
exempt such positions. Experts shall not be appointed to a 
position which is properly compensated by a salary léss than the 
entrance rate of &3"13. Appointments to positions of consult- 
ants and advisers are authorized at salaries equivalent to the 
entrance rate of GS-12 or higher. 

4, Qualifications Guidelines and Controls.— 

a. Qualifications.— 

(1) Experts—The authority to appoint experts shall be 
construed to mean the appointment of authoritative special- 
ists of broad and comprehensive training and experience, 
whose work has established them as leaders among their 
associates in a line of work peculiarly related to the functions 
of the organizational unit to which appointed, and who are 
to render planning, organizing, directing, analyzing, inter- 
preting, consulting, or advisory service of an authoritative 
character relating to the subject matter or activity repre- 
sented by their qualifications. ; 

(2) Consultants and Advisers ——The authority to appoint 
consultants and advisers shall be construed to mean the 
appointment of authoritative specialists of broad and com- 

rehensive training and experienc? whose work has estab- 
fished them -as leaders -— their associates in a line of 
work peculiarly related to the functions of the organiza- 
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tional unit to which appointed, and whose services are 
required to give ohrercter scientific, or technical advice 
or opinion in the field of their special knowledge or training. 
The authority to appoint consultants or advisers does not 
constitute authority to appoint to operating itions. 
Positions, the duties of which are directly caantianadel lsh the 
administration of projects or programs, are not consultant 
and advisory in nature within the meaning of this Agree- 
ment. 

b. Controls—All appointments of experts, consultants, or 
advisers within the meaning of this Agreement at grades 
GS-14, or equivalent, and above, are subject to prior approval 
of the Office of Personnel. Appointments of experts at GS-13, 
or equivalent, and consultants or advisers at GS-12 and 13, or 
equivalent, will be subject to review as a part of the regular 
Departmental review program which is conducted by represen- 
tatives of the Office of Personnel at periodic intervals. All 
appointments of experts, consultants and advisers will be subject 
to postaudit as a part of the inspection functions of the Civil 
Service Commission. 

5. Maintenance of Records——A record shall be established of all 
such appointments which shall consist of the SF-50, a copy of the 
description of duties for the position, a copy of SF-57, and any other 
information necessary to justify the position or to establish the 
qualifications of the proposed appointee for the position. 

6. Doubtful Cases——Whenever there is any question as to whether 
& position, or an appointment thereto, falls within the category of 
expert, consultant, or adviser as defined in this Agreement,whether 
the exception is from the Civil Service Act and Rules or the Classifi- 
cation Act of 1949, as amended, the Department of Agriculture will 
submit the case to the Civil Service Commission for prior approval. 

Recommended for the Department of Agriculture: 


MacHenry ScHaFer, 
Director of Personnel. 
For the Civil Service Commission: 


Joun W. Macy, Jr. 
SEPTEMBER 16, 1954. 


Attachment A 


STATUTES AND OTHER AUTHORITY UNDER WHICH EXPERT OR CON- 
SULTANT APPOINTMENTS ARE AUTHORIZED AND UNDER WHICH SUCH 
APPOINTMENTS MAY BE MADE 


_. Second sentence of section 706 (a), Organic Act of 1944, 5 U. S. C. 
574, and section 15 of Administrative Expenses Act of 1946, 5 U.S. C. 
55a, and current appropriation act for Department of Agriculture. 
Section 208, Agricultural Marketing Act of 1946, 7 U.S. C. 1627, 
and section 15 of Administrative Expenses Act of 1946, 5 U.S.C. 55a. 
Section 10, Commodity Credit Corporation Charter Act, 15 U.S. C. 
714h and section 15 of Administrative Expenses Act of 1946, 5 U.S. C. 
55a. 
Section 3 (a), Farmers Home Administration Act, 7 U. S. 
@) and section 15, Administrative Expenses Act of 1946, 5 
5a. 


C. 1015 
U.S.C. 
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Section 3 (h), International Wheat Agreement Act, 7 U. S. C. 
1642 (h), and section 15, Administrative Expenses Act of 1946, 
5 U.S. C, 55a. 

Section 4, Rural Rehabilitation-Corporation-Trust Liquidation Act, 
40 U.S. C. 442. 

Section 6.101 (n) of Schedule A. 


STATUTES, IN ADDITION TO THE ABOVE, UNDER WHICH EXPERT OR 
CONSULTANT APPOINTMENTS MAY BE MADE, UNDER EXEMPTIONS OF 
THE, CLASSIFICATION ACT OF 1949 


Foot and Mouth Laboratory Act, 21 U. S. C. 113a. 
Attachment B 


CLASSES OF EXPERTS AND CONSULTANTS APPOINTED IN THE PAST AND 
THEIR ASSIGNMENTS 


Chemists, GS-15: To consult on the development of food research 
programs; to consult on problems relating to field of food preservation 
and processing. 

Chemists, GS-14: To consult on problems and trends in the frozen 
food industry; to consult on the industrial processing of fruits for food 
purposes; to consult on the chemical and biochemical action of anzymes 
in foods and other agricultural products. 

Physical Chemist, GS-13: To furnish advice and assistance with 
regard to the technical design, construction, calibration and operation 
of highly specialized light-scattermg equipment for the continuous 
counting and size measurement of particles in aerosols. 

Commodity-Industry Analyst, GS-15: Furnishes advice and as- 
sistance with regard to plant organization and processing operations 
best suited to efficient operation in dehydration plants. 

Bio-Chemist, GS-14: To consult on problems relating to nutrition 
of animals. 

Veterinarians, GS-15: To consult on problems and policies affecting 
the livestock industry and on the foot-and-mouth disease eradication 
program in Mexico; to consult on the development, direction and 
mea of domestic livestock disease eradication and control prob- 
ems. 

Veterinarians, GS-13: To consult on activities relating to the 
planning of eradication and control programs, and research facilities 
and plans on foot-and-mouth disease; to consult on the planning 
development and conduct of livestock regulatory control and research 
programs, 

Animal Husbandry Specialists, GS-14: To consult on problems 
affecting improvement of livestock strains and products derived from 
Svastork. 

Industrial Specialists, GS-15: To consult on problems related to 
nine Does involving nonfood materials and facilities as they 
are related to agriculture. 

Marketing Specialists, GS-15: To consult on the development and 
conduct of price support, loan, and purchase programs on specified 
commodities or groups of commodities. 

Administrative Officer, GS-15: To consult on the development and 
conduct of insurance programs as they affect farm property; to consult 
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and study the application of the Farmers Home Administration 
program as it affects low-income-negro families or special groups. 
ineers, GS-15: To consult on engineering problems involved in 
the planning and conduct of the rural electrification and telephone 
programs. 
Industrial Engineers, GS-15: To consult on management problems 
affecting the conduct of REA programs. 
icultural Economists, GS-15: To consult on problems pertaining 
to the organization of surveys regarding supply, distribution and 
consumption of foods in the United States cat foncign countries. 
Personnel Consultant, GS—15: To consult on the formulation of new 
programs and as adviser at biennial meetings of the Department 
where basic personnel policies and programs are discussed. 


DEPARTMENT OF COMMERCE 


1. Legal authorities under which appointments will be made 

a. 5 U.S. C. 55 (a) and the Appropriation Act for the’Department 
of Commerce for the fiscal year in which appointment is effected. * 

b. Section 216 (a) of the Merchant Marine Act of 1936 (as amended) 
49 Stat. 1985. 

c. Section 6.101 (n) of Schedule A of the Civil Service Rules and 
Regulations. 


2. Classes of Experts and Consultants which will be Appointed 

a. Individuals possessing expert knowledge of various phases of 
business, appointed to advise or render assistance in connection with 
fostering, promoting or developing commerce and industry of the 
United States, 

b. Individuals to conduct studies and advise on manpower utiliza- 
tion, career development and other management areas. 

c. Individuals to advise and consult on (1) need for census enumera- 
tions and the scope and form thereof; (2) program for improving Cen- 
sus data; and (3) impact of the Census program on the business com- 
munity. 

d. Individuals to advise and consult on aviation policies, civil 
aviation programs, aviation research problems and experimental tech- 
niques in the conduct of studies in the field of stress physiology, 
aging in aircraft pilots, experimental medicine and psychology in 
relation to civil aviation. 

e. Individuals to advise and consult on problems relating to the 
work of the Coast and Geodetic Survey in the fields of geomagnetism 
a photogrammetry, oceanography, coastal surveys and 

ic arts. 

f. Individuals appointed to render advice on legal matters involving 
unique situations not falling within the area of normal legal activity. 

g. Individuals to advise and consult on maritime affairs, such as 
ship operations, marine engineering, naval architecture, labor policy, 
maritime training and other specialized maritime activities. 

h. Individuals to advise and consult on p review, evaluation 
and planning problems affecting broad areas of the research, develop- 
ment and technical service programs of the National Bureau of 
Standards. 
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i. Individuals to render temporary service in connection with the 
conduct of experimental and/or theoretical research in areas of study 
in the physical sciences, engineering or mathematics, not within the 
scope of current operating pro s. 

j. Individuals to advise aa consult on problems in the field of 
meteorological research, technical development, forecast development, 
See and hydrology in connection with activities of the Weather 

ureau. 

k. Individuals to advise and consult on matters related to the ad- 
ministration of Federal-aid highway programs for secondary roads.' 


3. Nature of Appointments and Compensation 


a. Appointments under the legal authorities cited above will be 
made on a temporary, part-time, or intermittent basis as defined in 
the Federal Personnel Manual. 

b. Compensation will be fixed in accordance with the Classification 
Act of 1949, as amended, where such act is applicable (e. g., appoint- 
ments under Section 6.101 (n) of the Civil Service Regulations). 
In other appointments, compensation will be fixed in general but not 
precise conformity with the Classification Act of 1949, as amended, 
with due allowance for other relevant factors such as the rates and fees 
paid for comparable services by non-Government organizations, 
special qualifications of the appointee, unusual financial burdens to 
which the appointee may be subject in the course of his work, unusually 
onerous conditions of work (including tight deadlines to be met, 
work required outside normal working hours, and the like), the rate 
required to obtain the services of particular experts or consultants in 
competition with other offers, pe related factors. 

c. Compensation will be fixed on a per diem when actually employed 
basis or on a fee basis, provided that under temporary appointments 
for service on a full-time basis compensation may be fixed on a per 
annum basis. 

d. Where the appointment is made for service on a time basis, the 
rate will be fixed in conformity with applicable statutory limitations. 
In general, appointments will not be made at rates less than the rates 
for Grade GS-12 or higher. (Most appointments will be made at 
rates equivalent to Grades GS-13 to 15.) 


4. Qualification Standards and Controls for Insuring Compliance with 
this Agreement 
a. Appointees will normally be required as a minimum to meet the 
qualifications standards prescribed in Handbook X-118 but, in 
addition, must have special or unusual qualifications such as standing 
in professional or technical societies, national or international repu- 
tation or prestige as expert in a particular field of competence, standing 
or position in business organizations, specialized or concentrated 
training, experience, or research, that quality them to serve as experts 
or consultants. 
b. The controls that will be established to insure compliance with 
this agreement will be as follows: 
(1) Review of each proposed appointment by the responsible 
ag official in each primary organization unit to determine 
that— 


1 Amended August 11, 1954 
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(a) The position is truly an expert or consultant position 
as defined in the Federal Personnel Manual. sf 

(6) The neg is not a position which can and properly 
should be filled by an appointment under the competitive 
civil service procedures. 

(c) The proposed appointee is qualified as an expert or 
consultant. 

(d) The proposed appointment is in conformity with all 
applicable statutes, regulations, decisions of the Comptroller 

eneral, this agreement, and related requirements. 

(Any doubtful determinations will be referred to the Office of 
Personnel Management for staff guidance.) 

(2) Periodic review by the responsible personnel official in each 
primary organization unit of the service rendered under each 
appointment in order to convert indefinite intermittent appoint- 
ments to temporary appointments as may be required = the 
Federal Personnel Manual. (Surveillance of service rendered in 
accordance with limitations stated on the appointment docu- 
ments, SF-50, will be the responsibility of the administrative 
supervisor and of the pay office concerned.) 

(3) Review, after the end of each calendar quarter of all 
appointments of experts and consultants made during that quar- 
ter, by the Office of Personnel Management. 


§. Records which will be maintained 


An official personnel folder will be maintained for each employee 
appointed to an expert or consultant position. The folder will con- 
tain, among other documents, a job description and application form, 
SF-57 or equivalent. In addition, there will be maintained in the 
Pay Roll units of the primary organization units, pay roll data indi- 
cating the number of days worked and the distribution thereof over 
the period of employment. 


6. Submission to CSC of doubtful cases 


Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers a ee At action, the case will be submitted to the Civil 
Service Commission for prior approval. 

Cariton Haywarp, 
Director of Personnel, Department of Commerce. 
Joun W. Macy, Jr., 
Executive Director, United States Civil Service Commission. 
JUNE 15, 1954. 





DEPARTMENT OF DEFENSE 
OFFICE OF THE SECRETARY AND NATIONAL SECURITY AGENCY 


This agreement is entered into in accordance with the provisions 
of the Federal Personnel Manual, Chapter A-7. 
A. Legal authorities used for the appointment of consultants and 
experts: 
(1) Section 15 of Public Law 600, 79th Congress, as imple- 
mented by the current Defense Appropriation Act (Sec. 601, 





UTILAZATION OF EXPERTS AND CONSULTANTS 37. 


P. L. 157, 84th Congress), by Sec. 530, P. L. 665, 83rd Congress 
(Mutual Security Act of 1954) or by other Act. 

(2) In addition Section 303 (a), Public Law 253, 80th Congress, 
as amended (National Security Act), which is an exception from 
the Classification Act, will be cited when appointments are made 
under that authority. 

B. Classes of Experts and Consultants appointed. 
The services of experts and consultants are used in all of the pro- 
ams for which the Secretary of Defense is responsible, including the 
alowing major subject matter areas: 
iscal Management 

Manpower and Personnel 

Legal Services 

Legislative and Public Affairs 

International Security Affairs 

Military Intelligence and Planning 

Research and Development 

Applications Engineering 

Atomic Energy 

Supply and Logistics 

Properties and Installations 

Health and Medical Affairs 

In each area, consultants or experts furnish advice and guidance in 
their fields of specialty to aid the Assistant Secretaries of Defense in 
planning broad policies and programs or in solving specific short-range 
problems. Examples are as follows: 


Fiscal Management 


In the past year the Secretary of Defense established an Advisory 
Committee on Fiscal Organization and Procedures under the chair- 
manship of a former Vice President and Director of the American 
Telephone and Telegraph Company. The Committee, composed of 
distinguished businessmen, had as its objective the development of 
recommendations for more effective and simplified fiscal systems 
throughout the Department of Defense. Problems studied by the 
Committee included the need for ese eens planning and financing 
in the budget process; the need for uniformity in fiscal and reporting 
systems both for budget purposes and expense accounting; the desir- 
ability of common concepts in accounting for property by the number 
of items and on a money-value basis; the need for information 
which in form, timeliness, or interpretation, meets the requirements of 
managers and military commanders. In carrying out this mission, 
the Committee was assisted by experts and consultants brought in 
from private industry as well as by work groups composed of career 
employees from the Department of Defense and other federal agencies. 


Manpower and Personnel 


1. Consultant to the Armed Forces Chaplains Board to assist in 
arrangements for a series of regional conferences in key cities of the 
United States. The services of a nationally known minister were 
secured for this assignment. 

2. Consultant to the “Ad Hoc Committee for the Review of 
Attache, MAAG and Mission Assignments” on criteria for the selec- 
tion of personnel for military attache assignments. The services of a 
Psychiatric Consultant with extensive experience in personnel matters 
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relating to adjustment and performance were secured for this 
assignment. 
Legal Services 

1. Advisor to the General Counsel on the preparation and develop- 
ment of a legislative history of the foreign aid and mutual assistance 
programs to be used as a basis for DOD legislative proposals. The 
services of a former member of the legislative branch, experienced in 
the coordination and review of MSA legislation, were secured for this 
assignment. 

2. Advisor on the dissemination and coordination of public informa- 
tion on the A-bomb testings in Nevada. This is a highly classified 
project. The services of a former Army officer were secured. 
International Security Affairs 

1. Consultant to the Assistant Secretary on offshore procurement 
and defense responsibilities under NATO. A former incumbent of 
the position of Defense Advisor to the Chief of the U. S. Mission to 
NATO brings his service to this assignment. 

2. Advisor to the Chairman of the Interagency Technical Property 
Committee for Defense. This Committee is responsible for furnishing 
policy guidance with respect to the negotiations of bilateral patent 
and technical property exchange agreements between the U. S. and 
the NATO countries and with Japan. The services of a lawyer with 
experience in international patent law were secured for this assign- 
ment. 


Military Intelligence and Planning 

Because all of the work in this area (Joint Chiefs of Staff, Office of 
Special Operations and National Security Agency) is of a highly 
classified nature, it is not possible to give information as to the specific 
responsibilities of consultants. However, consultants furnish advice 
on the consideration and resolution of matters relating to the psy- 
chological implications in military planning or policy or in the area 
of Communications Intelligence Activities. 


Research and Development, Applications Engineering, and Atomic 
Energy 

1. Panel Member, Technical Advisory Panel. Members of the 
Advisory Panel are professionally outstanding civilian scientists, engi- 
neers, and specialists in the various fields of science and technology. 
The Panel provides the Assistant Secretary with an independent audit 
of the effectiveness of military research and development programs, 
Following their review, the Panel reports its conclusions and recom- 
mendations to the Assistant Secretary, noting particularly its endorse- 
ment or disagreement with the technical programs of the Military 
Departments and advises the cognizant in-Service Coordinating Com- 
mittee with respect to the programs. The Panel members devote 
their talents to creative thinking on the broad technological aspects 
of the defense effort and provide a flow of new ideas and unconven- 
tional weaponry proposals to the top echelons of the Department of 
Defense. Panel members are also drawn upon for the study of selected 
critical problems and to furnish specific technical advice to the 
Assistant Secretary and Committees. 

2. Special Consultant on a special project. Consultant to study 
research and development program in strategic bombing systems, 
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3. Expert in the field of atomic physics to evaluate weapons systems 
under consideration. 

4. Consultant to Assistant Secretary to give overall advice on 
research and development matters, primarily because of former 
association as Chairman of the Research and Development Board. 
Supply and Logistics 

Consultants are used to advise on supply requirements planning, 
mobilization planning, production planning and scheduling, purchas- 
ing and contracting policies, the distribution, storage and stock control 
of all items in the military supply system, the merchandising and 
sales of surplus property, communications management pie the 
transportation of military supply. Consultant and expert advice is 
sought primarily to review and analyze existing programs and systems 
and to make recommendations regarding new concepts and programs 
for the accomplishment of these functions, with special attention to 
the effect and impact on industry. 


Properties and Installations 


Consultants furnish advice on program planning for the design, 
construction and maintenance of military installations and the man- 
agement of real property owned or leased by the Department of De- 
fense. Expert advice is sought for the review and analysis of proposed 
construction projects for adequacy of engineering design and for 
essentiality; for recommendations relative to engineering standards 
and specifications for the design and construction of all types of mili- 
tary facilities; for recommendations relative to programming construc- 
tion requirements and systems and standards for the maintenance of 
military installations. 


Health and Medical Affairs 


1. Consultant to the Assistant Secretary on food and nutrition 
roblems of underdeveloped areas of strategic importance to the 
Jnited States. This advice is furnished by specialists who conduct 

field surveys or studies as necessary. 

2. Consultants who serve as Members of the Civilian Advisory 
Council on Health and Medical Affairs. This group is composed of 
doctors who are national authorities, representing all fields of the 
medical profession and who advise the Assistant Secretary on such 
health and medical matters as he deems appropriate and necessary. 

C. Nature of appointments which will be made: 

Appointments will be full time, part time. or intermittent, as these 
terms are defined in the Federal Personnel Manual, A7-39. Nor- 

mally compensation will be at per diem rates equivalent to per annum 
salaries for grades GS-13 or above, with a maximum of $75 per day 
for appointments under Section 530 of Public Law 665. 

D. Qualification standards and controls: 

Controls that will be established to insure compliance with this 
agreement will be as follows: 

(1) Review of each proposed appointment by the responsible per- 
sonnel official to determine that— 

3 @) _ position is truly expert or consultant as defined in the 


(6) the position is not one which can and ordinarily should be 
filled by appointment under competitive Civil Service procedures; 
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() the proposed appointee is qualified as an expert or consult- 
ant; 

(d) the proposed appointment is in conformity with all appli- 
cable statutes, regulations, decisions of Comptroller General, this 
. agreement, and related requirements. 

(2) In addition, specific time limitations will be placed upon the 
appointment of all consultants and experts. Prior to renewal or 
extension the appointments will be reviewed for compliance with all 
rules, regulations, etc. 

To qualify as experts or consultants appointees will normally be 
required as a minimum to meet the standards of Civil Service Hand- 
book X-118 (or of Departmental Circular No. 588, Supplement 4, 
when appropriate to the level of dutes to be performed) and, in 
addition, must have had specialized or unusual qualifying training or 
experience which demonstrates the ability to advise and counsel in 
the accomplishment of a highly specialized function in a professional, 
technical, or scientific field such as industrial production or market- 
ing, fiscal management, manpower and personnel, legislative affairs, 
public relations, international affairs, real property construction, 
acquisition, or maintenance, health and medicine, atomic energy, 
mathematics, statistics, physics, chemistry, engineering, languages, 
law, administration and management; or to perform regular service 
of a highly technical or administrative nature essential to the accom- 
plishment of specialized functions of the National Security Agency. 

Qualifying experience must have been such that the applicant is 
regarded as an authority or a practitioner of unusual competence 
and skill by other persons engaged in the profession, occupation, or 
activity. The following are typical examples of qualifying experience 
for specific types of positions: 

(1) Highly significant technical or unusual administrative responsi- 
bility in material procurement, assembly, production, or processing 
and retail in a major industry such as aircraft, armaments, automotive, 
or shipbuilding, or experience with smaller industries or subcon- 
tractors in a related line of work. This experience should have demon- 
strated capacity to successfully direct, develop, or install changes in 
methods, operations, and efficiency in a given field. 

(2) Important administrative reupodalbility in a large and complex 
Federal, State, or local government or private organization, includi 
overall direction, planning, coordination, or control of a varied an 
significant program; or responsibility for developing new or improved 
sdutinistrative systems and facilities for the management and control 
of governmental or industrial operations, including final responsibility 
for developing or recommending changes in methods of operation. 

(3) Experience which shows outstanding technical competence and 
a high degree of management skill in devising, installing, and main- 
taining complex fiscal accounting systems and procedures. 

(4) Experience which shows outstanding technical competence in 
original successful solutions of very complex and difficult problems in 
connection with highly technical and important engineering, research, 
design, development, or comparable functions. The applicant’s 
attainments must have been such as to have given him wide recog- 
nition by the engineering profession. 

(5) Planning, advising on, directing, and coordinating of the work 
of other scientists or engineers when such advice, direction, and 
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coordination require a broad knowledge of the theory, scientific 
peers terminology, and techniques of the physical sciences in- 
volved, and the responsibility for the formulation, recommendation, 
or execution of operating policies. 

(6) Productive research of a very high order in chemistry resultin 
in important contributions to the fundamental knowledge of the fiel 
in which engaged, and recognition as an outstanding authority in the 
scientific world. 

(7) Productive research in mathematics demonstrating, by devel- 
opment of new or improved methods of analysis, new theory developed 
or extended, or through published scientific documents, that the 
candidate has achieved widespread recognition in the scientific world. 

(8) As a professor of statistics in a college or university with teach- 
ing supplemented by the direction of the preparation of graduate 
theses in statistics, service as advisor on statistical problems, or indi- 
vidual statistical research of high quality. 

(9) Responsible experience in educational administration, educa- 
tional supervision, educational research, development of instructional 
material, or in specialized field of education such as: educational 
measurement, in-service training, adult education. This experience 
must give evidence of the candidate’s ability to plan, direct, or super- 
vise educational conferences, surveys, or other research projects; 
evaluate educational practices and trends; recommend improve- 
ments or changes in ph scent om or supervisory practices, in con- 
tent of curricula, in methods of instruction, or related problems. 

(10) Experience as a professor of languages or technical experience 
as a translator or interpreter requiring an intimate knowledge of one or 
more foreign languages and the customs, history, people, and culture of 
the countries where they are used; and ability to administer a training 
agar or a translating division responsible for making translations 

rom and into these languages. 

E. Records to be maintained on each appointment: 

(1) Standard Form 50 showing the name of the appointee, the title 
and salary of the position filled, the legal authority under which 
appointment is made, and the duration and type of appointment, i. e., 
temporary, part-time or intermittent. 

(2) A job statement setting forth the duties and responsibilities of 
the position in sufficient detail to show whether the job is actually 
one requiring the services of an expert or consultant. 

(3) K standard Form 57 executed by the appointee or a statement 
of the background and qualification of the individual which fit him 
for appointment to the position. 

(4) A record of the time actually worked will be maintained by the 
Payroll Office. 

. We understand, of course, that we should submit to the Com- 
mission any cases in which we are in doubt as to whether employment 
should be effected under the terms of the agreement or the legal 
authority. 

Joon E. Moors, 
Director of Personnel, 
Office of the Secretary of Defense. 

For the Civil Service Commission: 

Joun W. Macy, Jr. 


Aveust 26, 1955. 
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DEPARTMENT OF THE AIR FORCE 


Pursuant to Chapter A7 of the Federal Personnel Manual this 
agreement between the Department of the Air Force and the Civil 
Service Commission prescribes the standards and criteria which con- 
stitute the basis for the regulations applicable throughout the Air 
Force to govern the appointments of experts and consultants at per 
diem rates of compensation as authorized by Section 15, Public Law 
600, 79th Congress and the current Department of Defense Appro- 
priation Act.' Under this agreement appointments of such personnel 
will not require individual prior authorization by the Civil Service 
Commission but will be subject to post-audit by the Commission. 

1. ae Authority Appointments of experts and consultants 
under the terms of this agreement will be made under the authority 
of Section 15, Public Law 600, 79th Congress, as implemented by the 
current Department of Defense Appropriation Act. This latter act 
authorized rates of compensation not in excess of $50 per day, and 
the payment of travel expense of individuals, including actual trans- 
portation and per diem in lieu of subsistence while traveling from their 
homes or places of business to official duty station and return as may 
be authorized by law. This act also provides that such appointments 
may be renewed annually. 

2. Classes of Experts and Consultants.—This agreement covers the 
appointment of experts and consultants at per diem rates of compensa- 
tion on a when-actually-employed basis. The employment of experts 
and consultants is a means of availing the Air Force of services which 
otherwise could not be obtained through reassignment or detail of 
current employees or through other normal civil service appointment 
practices and where the duties would not ordinarily be performed in 
positions subject to the Classification Act of 1949. Experts and con- 
sultants will not be retained as such if the required duties become of a 
permanent nature and can be established as regular civil service 
positions. 

a. Consultants will perform such duties as conferring periodically 
with operating officials and recommending solutions for problems of a 
highly technical nature, serving as technical advisers on projects 
essential to operational activities, assisting operating officials in de- 
vising new and highly specialized methods or techniques of operations, 
or acting in consultative capacity in a specialized field-of knowledge. 
As their function is to advise rather than to execute, consultants will 
be assigned to operational activities in rare and unusual cases only 
when the information needed by the consultant in order to formulate 
his advice or recommendations cannot be otherwise obtained. 

b. Experts normally will perform duties such as developing and 
putting into effect solutions slepeeiion problems of a highly technical 
nature, supervising the execution of highly technical functions, con- 
ducting responsible activities which are an integral part of operating 
procedures, and making operational decisions as specialists in a highly 
technical field of knowledge. 

c. Following are examples of specific assignments: 

1 Experts and consultants appointed under Executive Order 10182 and consultants appointed without 
compensation under Public Law 600 and the current Departmert of Defense appropriation act are exeer ted 
from prior Commission authorization by the provisions set forth in Chapter A7 of the Federal Personnel 


Manual, The Air Force does not effect appointments under Schedule A, Section 6,101 (n) of the Civil 
Service Regulations. 
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Consultant: Furnishes advice and counsel on the implementation, 
extension, and modification of appropriation and expense accounting; 
advises in the work of developing a long-run financial controls system 
for the Air Force and such other problems as relate to the development 
of financial controls in the offices of the Comptroller or Director of 
Accounting; gives broad accounting and policy advice on financial 
control problems in the specific areas, such as stock funds and mone- 
tary property accounting. 

Consultant: Advises in the production of training films concerning 
the effect of the atomic bomb; reviews technical reports concerning the 
theoretical study of structural damage from bombing; devises tech- 
niques for the evaluation of bomb damage and weapons effectiveness; 
prepares a comprehensive report on “The Selection of Weapons and 
Estimation of Force Requirements for Aerial Bombardment.”’ 

Expert: Evaluates the effects of soils with regard to an underground 
explosion; analyzes soil types through photo interpretation; analyzes 
the effects of ground motion on structures. 

Consultant: Advises the Secretary of the Air Force in establishing 
policy related to the area of research and development; reviews, 
evaluates, and makes recommendations from a policy standpoint on all 
matters relating to Air Force research and development including 
development planning, programming, and requirements in the areas of 
aircraft, guided missiles, propulsion, armament, electronics, physical 
sciences, weapons systems, and their supporting services, 

Consultant: Advises the Assistant Secretary of the Air Force 
(Management) in regard to the proper handling of security cases 
under EO 10450; consults with and advises the various boards through- 
out continental U. S. and overseas on special problems, methods, 
techniques of interrogation in connection with pending security cases. 

Erpert: Prepares appropriate recommendations to North Atlantic 
Treaty Organization by participating on the Aeromedical Panel of the 
Advisory Group for Aeronautical Research and Development (North 
Atlantic Treaty Organization). The Panel will compile data on the 
aeromedicine facilities and potential in the North Atlantic Treaty 
Organization countries by planning and conducting coloquia in the 
field of aeromedical developments. 

Expert: Produces a radio script to be used in educating the public 
in the functions of the Ground Observer Corps. 

Expert: Makes a comprehensive survey of the possibilities of 
mechanizing base level administrative and reporting functions; studies, 
analyzes, and documents base data on management requirements; 
examines the sources and inter-relationships of data and the modifica- 
tions required, if any, to permit the mechanization as mentioned 
above. 

Consultant: Advises on air logistics to the Assistant for Develop- 
ment Planning in the preparation of Logistics Development Planning 
Objective for United States Air Force tactical mobility and logistics 
pes operations required by the Chief of Staff and the Air Force 

ouncil. 

Consultant: Advises on the production of Development Planning 
Objectives which are to be furnished by the Assistant for Development 
Planning to Deputy Chief of Staff Development for approval and 
submission to the Chief of Staff and Secretary of the Air Force. The 
Objectives are in the United States Air Force mission areas of Stra- 
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tegic Air Command, Tactical Air Command, air defense, air logistics 
and reconnaissance. 

Consultant: Reviews, analyzes and makes recommendations to im- 
prove efficiency of the following: radar bombing materials, radar bomb- 
ing methods, operational procedures and organization of radar bomb 
sites; makes management analysis of reconnaissance technical unit 
with regard to dissemination of materials. 

Consultant: Examines and analyzes operations of the various divi- 
sions of the Air Force Finance Center for the purpose of recommending 
(a) elimination of duplication (b) more efficient methods for accom- 
plishing assignments (c) realignment of functional responsibilities (d) 
correlation of financial data to achieve maximum utilization thereof 
and to insure complete agreement between related data (e) expansion 
of functional scope to achieve fuller utilization of equipment and per- 
sonnel, for the purpose of rendering financial service in such manner 
as to relieve Headquarters Staff components of operational type 
functions. 

Consultant: Investigates problem involving systems analysis of 
tactical air problems, as related to the feasibility of the use of elec- 
tronic computers. Studies such problems: as information transfer 
among adjacent radars, control of aircraft in their missions as the 
change from one area of control to another. Summarizes these stud- 
ies in the form of recommendations for developments and for directing 
existing developments particularly in the field of computation. 

Consultant: Prepares reports on the latest developments of auto- 
matic computation machinery and techniques; analyzes the capabili- 
ties of the USSR in the analogue and digital computation fields; ad- 
vises the Air Force and top officials of the Department of Defense on 
equipments necessary for the solution of systems problems and con- 
ducts special studies on the methods of solution of computation 
problems. 

Consultant: In the field of nuclear and solid state physics, supplies 
consultant services on highly theoretical and unusual experimental 
aspects of research projects in the field of nuclear and solid state 
physics; suggests methods (theoretical and experimental) for the solu- 
tion of projects of interest to the Physics Research Branch; makes 
theoretical studies of the following specific properties in semiconducting 
and dielectric crystals—electro luminescense, Hall effect, conduction 
mechanicism, rectification and piezo electric effects; make preliminary 
studies on radiation damage of single crystals; makes he studies, 
examinations, reviews, that may be desired. 

Consultant: Studies the materials and operational problems of the 
Air Force and defines the fields of activity in ceramics and metallurgy 
in which the Air Force should engage to obtain a solution. Selects 
specific projects in the basic metallurgical sciences for further study by 
the Air Force in universities, industrial and other research laboratories. 
Interprets the new hypotheses and theories of thermodvnamies diffu- 
sion and atomic arrangements in relation to the development and 

rocessing of cerments and metallic alloys for aeronautical application. 
Devinwe and analyzes the progress and final reports on research proj- 
ects in ceramics and metallurgy, and advises on their continuance or 
discontinuance. Advises on the initiation of new projects submitted 
by other agencies for spanencente by the Air Force. Inspects and 
prepares critical reports on the facilities and personnel of research 
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laboratories. Attends ia, conferences, committee meetings and 
scientific gatherings, and submits reports on the papers and discussion 
pertinent to the activities of the Metallurgy Research Branch. 

Consultant: In the field of aviation medicine, assists in formulating 
new attacks on the problems of the assessment of the effects of long 
term acceleration and in exploring the mechanisms of the various 
physiological derangements induced by abrupt and prolonged acceler- 
ation, explosive decompression and exposure to high altitudes. 

Consultant: Furnishes technical advice and consultation to United 
States Air Force in connection with the Air Force internal and external 
reliability programs on electron tubes and associated component 
applications. The detailed work requirements are dictated by the 
specific United States Air Force oroklens having immediate United 
States Air Force precedence. For example, because of the knowledge 
acquired during 24 years of direct experience in electron tube develop- 
ment manufacturing and application, consultant is able to reconcile 
or at worst compromise the conflicting questions of what is needed 
and what can the manufacturers be expected to do, i. e., what are the 
immediate technological and economic limits as compared to the 
minimum product quality which the Air Force can tolerate? Helps 
in the determination of United States Air Force specification policy, 
in the formulation of specifications, the education of equipment 
designers in the enginering interpretation of the specification and the 
final aspects of specification application. Further assists the Air 
Force in the establishment and promulgation of application informa- 
tion of considerable diversity and usefulness, this information supple- 
menting but going far beyond that embodied in specifications. 

3. Nature of appointments and compensation to be paid.— 

a. Appointments and Extensions——Experts and consultants will be 
ton excepted appointments on a when-actually-employed basis, 
imited to the period for which the need for the services can be antici- 
pated, but not to exceed 90 workdays in the fiscal year. The 90-day 
period will be compromised of the days on which the employee actually 
works without regard to the hours of work performed. If the services 
are required for more than 90 days, prior approval for such extension 
not to exceed an additional 90 days, must be obtained from the 
major air command having jurisdiction. Explanation of the condi- 
tions which make the additional service necessary will be furnished 
the office having jurisdiction, when making the request and will be 
made a matter of record in the official personnel folder. 

b. Fiscal year limitation —-No appointment or extension of appoint- 
ment will extend beyond the end of a fiscal year. However, in 
accordance with the authority of the Department of Defense Appro- 
priation Act the appointments may be renewed annually. Accord- 
ingly new appointments of the same individuals may be processed 
at the beginning of the new fiscal year. 

c. Compensation.—The per diem rate for each case will be deter- 
mined on its individual merits, but in no case will exceed $50 per 
diem. In fixing each rate within the legal maximum, consideration 
will be given to the value and importance of the services to be per- 
formed as well as to the experience and attainments of the individual 
appointee. As guides in rate setting, reference will be made to the 
most nearly comparable rates for related work in the Classification 
Act category, or as appropriate to other standards or guides per- 
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taining to pay for similar work in governmental or private jurisdiction 
that may be available. } 

4. a. Qualifications Standards~—To qualify for appointment as an 
expert or a consultant, an individual must have demonstrated by his 
experience, training or other evidence of his mastery of his field, such 
as writings, inventions, or professional recognition that (1) he has 
specialized knowledge and skills needed by the Air Force not ordinarily 
obtainable through normal recruitment channels and (2) his qualifica- 
tions exceed those prescribed for comparable work in the competitive 
service, or he is otherwise eminently qualified for the specific position. 

b. Controls.—To assure that appointments to expert and consultant 
positions will be in accord with this agreement, the following controls 
will be observed: 

(1) A statement setting forth the reasons for the appointment 
and the circumstances that make it impracticable or impossible to 
obtain personnel of the required stature through regular means of 
appointment, detail, or reassignment, will be made part of the official 
personnel records. 

(2) The servicing civilian personnel officer at Headquarters United 
States Air Force or field installation, as appropriate, will make a 
a review, at least semiannually, of the services being rendered 

y the expert or consultant, as related to the description of duties 
to be performed submitted at the time of appointment, to assure 
conformity with the provisions of this agreement. Upon completion 
of such review he will certify to the commander that such review was 
accomplished and that all appointments are in compliance with the 
Civil Service-Air Force agreement for the appointment of experts 
and consultants, or if the review has reflected a discrepancy between 
the services being furnished and the description of duties on which the 
appointment was based, specific information concerning this will be 
furnished the commander, together with a recommendation concern- 
ing any corrective action that may be indicated. 

(3) Prior approval from the major air command having jurisdiction 
will be required for extensions of appointments, as set forth in para- 
graph 3 of this agreement. 

(4) Periodic inspection of the records of appointments maintained 
by the installation will be made by Air Force field mspection teams. 

5. Records—To enable the Commission’s inspection staff to post- 
audit the appointments, the following records will be maintained: 

a. In the lal Personnel Folder.— 

(1) SF-50. This will include the name of appointee, title, rate of 
compensation, date of entry on duty, type and duration of appoint- 
ment, and authority. 

(2) SF-57, or S¥-60 with supplementary statement of qualifica- 
tions, showing the qualifications and background of the individual 
which fit him for appointment as an expert or consultant. 

(3) A description of the services to be rendered. 

(4) A statement of the reasons for the appointment and the cir- 
cumstances that make it impracticable or impossible to obtain per- 
sonnel of the required stature, through regular means of appointment, 
detail or reassignment as required by p ph 4b (1). 

(5) If the appointment has been tenned, an explanation of the 
need for the extension and a record of required approvals as required 


by paragraph 3. 
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(6) Other records required for appointments. 

b. In the Payroll Office—A record of the time actually worked by 
the employee. 

6. Doubtful Cases —Cases in which there is doubt as to whether 
the appointment would be proper under the terms of this agreement 
or the legal authority for appointment will be submitted by Air Force 
field installations to the appropriate Civil Service regional office for 
determination. Within the metropolitan area of Washington, D. C., 
submission will be made to the Central Office of the Civil Service 
Commission. 

Date: 





Dantiet M, Pruirt, 
Acting Director of Civilian Personnel, Headquarters, USAF. 


Date: March 12, 1955. 
Joun W. Macy, Jr. 


DEPARTMENT OF THE ARMY 


This agreement is made in accordance with pages A7-37-41, Federal 
Personnel Manual, (Transmittal Sheet 455) and provides for the 
employment of experts and consultants in the Army Establishment, 
without prior approval of the Civil Service Commission in individual 
cases, but subject to post-audit by the Civil Service Commission. 

1. Legal Authorities—Employment of experts and consultants 
under the terms of this agreement will be made under the au- 
thority of— 

a. Section 15, Act of 2 August 1946 (5 U.S. C. 55a), as implemented 
by the annual Department of Defense Appropriation Act (currently 
Section 601, P. L. 157, 84th Congress). 

b. Section 6, Act of 3 July 1930, as amended by Section 105 of the 
River and Harbor Act of 17 May 1950 (33 U.S. C. 569a), and Schedule 
A Section 6.101 (n). 

c:» Washington Aqueduct, District of Columbia Appropriation Act 
of 1955 (P. L. 131, 84th Congress), approved 5 July 1955. 

2. Classes of Experts and Consultants——Consultants and experts 
employed under the terms of this agreement will perform a wide 
variety of specialized duties essential to the conduct of the Depart- 
ment’s mission which would not ordinarily be performed by incumbents 
of positions subject to the Classification Act of 1949, as amended. 
An expert or consultant will not be retained as such if the duties 
performed become permanent in nature and can be established as a 
regular position subject to the Classification Act. 

a. Consultants will render advisory services such as consulting with 
management officials relative to broad program aspects and projects 
essential to operational activities, providing professional or technical 
advice in specialized fields of knowledge, recommending solutions for 
problems of a highly technical or administrative nature, or assisting 
operating officials in devising new and specialized methods or tech- 
niques of operations. Since their function is to advise rather than to 
execute, consultants wil] be assigned to operational activities only as 
may be necessary to obtain information needed by the consultant to 
formulate advice or make recommendations. 

b. Experts normally will perform such duties 4s developing and 
putting into effect solutions of operating problems of a technical or 
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administrative nature, supervising the execution of technica] func- 
tions, conducting responsible activities which are an integra] part of 
operating procedures, and making operational decisions.as specialists 
in a technical field of knowledge. 

c. The following are examples of specific assignments: 

(1) Medical.—Professiona] consultants employed by the Army Med- 
ical Service are utilized by the staff of the Office of the Surgeon Gen- 
eral, various boards and commissions, and medical installations to pro- 
vide the highest possible level of skill, advice and assistance in the 
fields of medicine, surgery, epidemiology, psychiatry, and the other 
closely allied medical science fields and to participate in, and evaluate 
training programs in these specialty fields. 

(2) Tonetruition:-Phe Corps of Engineers utilizes consultants in 
the design and performance of earth pressure tests, designing of testin 
equipment, and interpretation of test results in connection wit 
experimental tunnel construction on dam and reservoir projects. 
Consultants are also used in connection with investigations, reports 
tests, design and inspection of dam sites and in rendering technical 
advice to Division and District Engineers concerned with construction 
of dams. They furnish advice and assistance on agricultural values, 
a losses and flood control benefits on agricultural lands 
affected by Corps of Engineers construction. On occasion, consult- 
ants are employed to furnish expert engineering consultant services 
in connection with the preparation of Government defense in court 
cases and also to act as expert witnesses in hearings. 

(3) Accounting.—The Chemical Corps has employed the services 
of a business engineer at Dugway Proving Ground to assist in the 
adaptation of refinements in accounting systems. He advised on 
currently accepted expeditious procedures utilized in industry in the 
collection of daily labor and material costs. He aided in the orienta- 
tion and instruction of clerical personnel in accepted procedures of 
collecting labor and material costs on a job-order basis through the 
use of Burrough’s Sensimatic Model 303 Posting Machine, using 
keysort forms and various other types of forms being introduced into 
the system. 

(4) Accounting.—Watertown Arsenal obtained the advice and 
counsel of the Chairman of the Accounting Department, Babson 
Institute, in the solution of problems arising from the installation of 
the Army Industrial Fund at the Arsenal. 

(5) Management.—The Ordnance Corps secured the assistance of 
an associate professor and lecturer on quality control procedures as a 
consultant to the Commanding Officer, Anniston Ordnance Depot, 
to advise him and the Quality Control Officer on organization, applica- 
tion and operation of the Depot’s quality control pro by evaluat- 
ing the installation’s progress with the program and making recom- 
mendation for improvement, implementation, modification, and/or 
further application. 

(6) Ballistics —Aberdeen Proving Ground has utilized the advice 
and counsel of the Head, Department of Electrical Sneaneetne: 
Massachusetts Institute of Technology, in assisting the Ballistics 
Research Laboratories on problems of fire control, servomechanisms, 
remote control systems, operations analysis, and calculating devices. 

(7) Mathematics.—Aberdeen Proving Ground secured the services 
of a member of the Department of Mathematics, Institute for Ad- 
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vanced Study, Princeton University, for the purpose of obtaining 
his advice for the Computing Laboratory, Ballistic Research Labora- 
tory, on computing theories, methods, and machines, to obtain the 
maximum use of facilities available at the Proving Ground. 

(9) Physics—Aberdeen Proving Ground obtained the assistance of 
the Chairman, Physics Department, Brookhaven Laboratory, as a 
consultant to the military director in basic research in the felds of 
nuclear physics, electronics, microwaves, and cosmic rays. In an 
expert capacity, he acted as technical director of these activities and 
planned, formulated, directed and coordinated all research and devel- 
opment related to the above. 

(9) Engineering —White Sands Proving Ground has obtained the 
advice and counsel of the Director, Electronics Research Laboratory, 
Columbia University, in the feasibility of the inclusion of original 
missile system components in closed loop simulated flight tests, par- 
ticularly concerning the inclusion of radar and associated equipment, 
and on the most practical simulation of the radar link in missiles 
systems with ground guidance in cases where the inclusion of the 
original radar link is not feasible. 

10) Chemistry.—The Chief Chemical Officer has obtained the ad- 
vice of the Assistant Professor of Be kom Chemistry from the Uni- 
versity of Illinois in the field of nuclear magnetic resonance 
spectroscopy in a survey of the theoretical and experimental ap- 
proaches to current problems and to advise and make recommenda- 
tions regarding application of this new form of spectroscopy to the 
investigation of incendiary and toxic agents. 

(11) Chemistry—An Associate Professor of Chemistry at Massa- 
chusetts Institute of Technology has acted as a consultant to the Chief 
Chemical Officer on matters concerning research on and development 
of toxicological, radiological, and chemical agents together with their 
application to both defensive and offensive aspects of warfare, to un- 
cover and develop new agents, — development, and pilot plant 
studies for the oe of these agents, and methods for their 
storage and han ‘ 


(12) Chemistry._‘The Dean of the Graduate School, University of 
Pittsburgh, consulted with the Chief Chemical Officer on the prin- 
ciples of medicine, medical sciences and toxology, i. e., toxicility and 
casualty production, protection and immunization protection, thera- 
peusis, and prevention of casualties. 

(13) Chemistry.—An Associate Professor of paramere F Yale Uni- 

es 


versity, served as a consultant to the Quartermaster earch and 
Development Center in the development of isolating physiologically 
active substances present in natural products, particularly with iso- 
lating those chemicals which are responsible for natural and off- 
flavors of fresh and processed foods, including meats sterilized by 
radiation. He advised in the development of new techniques of 
applying chromotography for isolating unknown chemicals from 
natural products. 

(14) Food Preservation.—The retired Scientific Director, American 
Can Company, served as a consultant to the Chicago Quartermaster 
Depot on research projects involving determination of minimum 
vacuum requirements for canned fruits and vegetables and dielectric 
sterilization of packaged boned hams. 
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(15) Procurement.—The Ordnance Corps uses consultants as mem- 
bers. of Contract Review Boards which give counsel and advice to 
commanding officers of procurement districts on pertinent factors 
surrounding proposed awards exceeding a total contract amount of 
$100,000 prior to final approval; to assist in determining the over-all 
soundness of awards as an added safeguard to the contracting officer, 
and in appropriate cases may also advise in the same capacity on 
proposed awards under $100,000. 

(16) Metallurgy —Frankford Arsenal has obtained the services of 
an Assistant Professor, Hammon Metallurgy Laboratories, Yale Uni- 
veristy, to advise on general nonferrous problems, materials of con- 
struction and basic research of constructional materials, and to give 
expert counsel in the field of stress corrosion. 

(17) Psychology.—Aberdeen Proving Ground has utilized the advice 
and counsel of a Rutgers University Psychology Professor at the 
Ballistics Research Laboratory on the problems of inter-relation of 
tank design and armament to crew morale and the relation of crew 
performance to crew comfort and crew morale. 

(18) Production —The Birmingham Ordnance District utilized the 
advice and counsel of the Superintendent of Maintenance for the 
Tennessee Coal and Iron Division, U. S. Steel Corporation, in prob- 
lems of cold extrusion of shells. He evaluated monthly and interim 
reports from the contractor prosecuting engineering development in a 
highly specialized production process. The evaluation consisted of 
review of reports and visits to the contractor’s plant. The consultant 
also collaborated with metallurgical specialists to determine if all 
poses of contractor reports were adequate and sufficiently compre- 

ensive to constitute a basis for contract appliance. 

(19) Production—The Chief of Staff, United States Army, has 
secured the advice and counsel of members of a team of highly special- 
ized engineering consultants in connection with efforts to expand 
European ammunition production capacity. The team visited NATO 
countries and evaluated detailed engineering, proposed process design, 
and cost estimate studies prepared by the participatnmg NATO 
countries. 

(20) Aeronautics——A Professor of Aeronautical Engineering, Pur- 
due University, counseled the Commanding General, White Sands 
Proving Ground, on propulsion and propellants with respect to con- 
cepts and philosophies of evaluation of liquid and solid propellant 
rocket engines developed by other agencies (Air Force, Navy, etc.); 
on the relative value of flight data, static firings, components, etc; 
on the interpretation of erratic jet flame characteristics frequently 
observed during flight firings of solid propellant rockets, but not in 
static firings; on the toxicity of the exhaust gases from common liquid 
and solid propellant rocket engines; on the theory of decomposition of 
fuming nitric acids and the magnitude of the equilibrium pressures 
developed; on heat transfer theory and experimental data related to 
the problem of temperature conditioning solid propellants grains; on 
basic theory and experumental data for turbo-jet engines related to 
the Proving Ground’s drown evaluation program. 

(21) Appraisal—The Corps of Engineers has utilized the advice 
and counsel of the Vice president, St. Paul Federal Land Bank on 
determining agricultural values, including flood losses and flood con- 
trol benefits, and other related matters on agricultural lands affected 
by the Missouri Basin Program. 
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(22) Geology.—A Professor of Geology and Director of the Graduate 
School of Geology, Yale University has served as a consultant to the 
Corps of Engineers in reviewing scientific research work in fields of 
civil engineering, soils mechanics, geology, glaciology, meteorology, 
geophysics and physics, and advising on lines of research, kinds of 
research, applicability of research, and places of Arctic where research 
should be conducted. 

(23) Anthropology—The Quartermaster General has utilized the 
advice and counsel of a Professor of Anthropology, University of 
California, in activities concerned with examining and identifying, if 
possible, remains of World War IT and Korean War dead, disinterred 
overseas and returned to the United States. 

(24) Logistics —The Deputy Chief of Staff for Logisties was ad- 
vised by the Vice President and General Operating Manager, Mont- 
gomery Ward and Company, on problems arising from analysis of 
methods in use for scheduling and selecting, packaging, processing 
and packing shipments of general supplies and spare parts with a view 
towards making recommendations for improvements in current 
practices. 

(25) Logistics —The Deputy Chief of Staff for Logistics was advised 
by the Director of Control Courses, Harvard School of Business 
Administration, on control measures required to implement an Army- 
wide simplified supply system. 

(26) International Law. The Assistant Secretary of the Army for 
Civil Affairs and Military Government utilized the assistance of the 
Director of Research, Institute of World Policy, School of Foreign 
Service, Georgetown University, in the review of a proposed revision 
of a field manual for conformity to international law and all accepted 
legal methods of dealing with occupied and/or conquered countries 
and their peoples; to insure that all the United States military re- 
sponsibilities in the field of Civil Affairs and Military Government 
were included, and to supply any necessary written material to com- 
plete the treatment of subject items. 

(27) Statistics —The Under Secretary of the Army and the Comp- 
troller of the Army were provided expert advice and counsel by the 
Director of Research, Young and Rubicam, Inc., on programs, meth- 
ods, techniques, and staffing of the statistical reporting and analysis 
functions of the Office of the Comptroller in particular and the Army 
Establishment in general. 

3. Nature and duration of appointments —Experts and consultants 
will be employed on a temporary (full-time or part-time) or intermit- 
tent basis as these terms are defined in the Federal Personnel Manual, 
A7-39. The services of experts and consultants will be obtained by 
excepted appointments limited in duration to the period in which 
the need for their services can be anticipated, but not to extend 
beyond the fiscal year in which made, or by contracts limited to the 
period in which the need for their services can be anticipated, but 
not to exceed one year. Where it is known that services are to be 
required on an irregular or occasional basis for less than 130 working 
days during a year of service, the appointment document or contract 
will show that the employment is on an intermittent basis. In all 
other cases the designation of intermittent will be omitted from the 
employment document. Further, in any case when service under an 
employment originally designated as intermittent aggregates more 
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than 130 working days during a year of service, the designation of 
intermittent will be deleted aa the employment considered as 
temporary. 

a. Appointments or contracts under 1a above.—Notwithstanding the 
provisions of FPM A7-39, the temporary or intermittent employment 
of individuals under this authority may be renewed annually in accord- 
ance with the provisions of the Department of DefenseAppropriation 
Act (currently Section 601, P. L. 157—84th Congress). 

b. Appointments or contracts under 1b and 1c above-—Where em- 
ployment of individuals under either of these authorities is on an 
intermittent basis, the employment may be renewed annually. 
Where employment is on a temporary basis, or becomes temporary as 
provided above, the employment terminates as of the end of the year 
of service and is not subject to renewal by the same employing 
authority for the performance of the same work. 

4. Compensation to be Paid—Consultants and experts employed 
under the authority cited in 1a above will be paid not more than $50.00 
per day for their services. Those employed under the authority cited 
in 1b above will be paid not in excess of $100.00 per day for their 
services; those employed under the authority cited in le above will be 
yr not in excess of $150.00 per day. The rate of compensation will 

e determined on an individual basis, taking into consideration the 
relative importance of the duties to be performed, the stature of the 
individual in his specialized field, and other factors such as comparable 
pay for positions under the Classification Act, or other Federal pay 
systems, rates paid by private employers, and rates of compensation 
being received by other consultants and experts employed previously. 

5. Qualification Standards.—In all cases, a determination must be 
made that the record of training and experience is such as to provide 
assurance that the individual is qualified to perform the types of 
consultant or expert duties defined in 2, above. A candidate for a 
consultant or expert position usually would be expected to have had a 
minimum of six years of extensive and significant experience in the 
appropriate field. Otherwise, the record must be supported to show 

e existence of factors which justify the appointment as a consultant 
or expert. When considering the qualifications of a person for a 
consultant or expert position, the qualifications standards in Civil 
Service Commission Handbook X-118 or DC 588, supplement 4, 
where appropriate, may be used as a guide. The determination that 
the candidate is qualified must include a finding that he meets the 
criteria outlined below. 

a. Consultant.—Ordinarily a consultant will be an expert in the par- 
ticular field in which he advises. However, he need not be a specialist. 
His “‘expertness”’ may consist in his possession of broad administrative, 
professional or technical experience of a high order which indicates 
that his ability and knowledge will render his advice of distinctive 
value to the installation. 

b. Expert.—An expert is a person of excellent qualifications and a 
high degree of attainment in a professional, scientific, technical, 
administrative or other field. His knowledge and mastery of the 
agree practices, prone, methodology, and techniques of his 

eld of activity, or of an area of specialization within the field, are 
clearly superior to that possessed by persons of ordinary competence 
in the activity. His attainment is such that he will usually be re- 








garded as an authority or as a practitioner of unusual competence and 
skill by other persons engaged in the profession, occupation or activity. 

6. Controls.—To assure that the employment of experts and con- 
sultants will be in accord with this agreement, the following controls 
will be observed: 

a. The records prescribed in 7 below will be available for inspection 
by representatives of the Commission and the Department of the 

rmy. 

b. Command headquarters will maintain command-wide data on 
the use of consultants and experts. Included therein will be informa- 
tion for each case as to the name of the individual, designation as 
expert or consultant, compensation, authority under which employed, 
number of days service rendered during the reporting period, a general 
statement of the type of .project upon which engaged, and a brief 
resume of the duties performed. Commands will review the data for 
conformance with this agreement and will direct any corrective action 
considered necessary. As the need arises, commands will be re- 
uested to furnish this information to the Office of Civilian Personnel, 
flice, Deputy Chief of Staff for Personnel, for review. 

7. Records to be Maintained. —To facilitate post audit by the Com- 
mission’s inspection staff of actions taken under this agreement, the 
following records will be maintained: 

a. Persons Appointed.—An official personnel folder containing the 
documents listed below, will be established for each expert or coa- 
sultant appointed under the terms of this agreement. In addition a 
a of the time actually worked will be maintained in the payroll 
office. 

(1) Standard Form 50. This will bear the name of the individual, 
the designation as consultant or expert, the authority under which 
appointed, the rate of compensation, the type and duration of ap- 
pointment, the number of days service authorized, tour of duty if one 
has been established, and the date of the appointment. The same 
items will be shown on a Standard Form 50 extending an appointment. 

(2) Statement of Qualifications. This will be obtained for persons 
appointed. It may be a completed Standard Form 60 or 57 or it may 
be an informal resume of the individual’s experience and training. In 
any event, the content of the statement will be sufficient to permit a 
re sole a that the individual meets the standards established in 
5 above. 

(3) A description of the services to be rendered. 

(4) If the appointment has been extended beyond the maximum 
period of service, a copy of the request for prior approval of the 
extension and the document granting the approval will be included. 

(5) The folder will contain such other records as are normally 
meqiters for appointment. 

. Persons Engaged Contract.—The following records will be 
maintained for persons whose services are procured by contract under 
the terms of this agreement. In addition a record of the time actually 
worked or of the work performed will be maintained in the office 
responsible for payments under the contract. These records will be 
made available to representatives of the Civil Service Commission 
upon request. 

(1) Standard Form 50. This will be prepared in ee: bearing 
the information required by a (1) above. One copy will be filed in the 
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appointment section of the chronological journal file; one copy will be 
filed in the official personnel folder; and the third copy will be trans- 
mitted to the Civil Service Commission in the same manner as are 
other notifications of personnel action. 

(2) Official Personnel Folder. An official personnel folder will be 
established for each individual whose services are procured by con- 
tract. It will contain the documents listed below. 

(a) Contract. A copy of the contract with the individual will be 
maintained in the folder. The contract will contain a description of 
the services to be rendered, the period of time in which they will be 
rendered, tour of duty if one has been established, and the amount 
to be paid for the services. 

(b) Statement of Qualifications. Included in the folder will be a 
statement of the individual’s qualifications sufficient to permit a 
oy remo that the individual meets the standards established in 
4, above. 

(c) If the contract has been modified, amended, supplemented. or 
extended, a copy of the document effecting the action, and a statement 
of the reasons and authority for so doing, will be included. If such 
an action requires prior approval by higher authority, a copy of the 
request therefor and the approval thereof will be included. 

po copy of the Standard Form 50 prepared in accordance with 
(1) above. 

8. Doubtful cases —Where there is doubt that a proposed appoint- 
ment is proper, either under the terms of this agreement or under the 
authority cited in la above, all information pertinent to the case will 
be forwarded, through channels, to the Office of Civilian Personnel, 
Office, Deputy Chief of Staff for Personnel for submission to the Civil 
Service Commission, if necessary. 

Dated May 29, 1956. 

R. H. Witey, 
Director of Civilian Personnel, 
Deputy Chief of Staff for Personnel, Department of the Army. 

Dated June 14, 1956. 

Joun W. Macy, Jr., 
Executive Director, 
United States Civil Service Commission. 


DEPARTMENT OF THE NAVY 


Rear Adm. P. D. Nrsecxer, 

Chief, Office of Industrial Relations, 

Navy Department, Washington 25, D. C. 
Dear Apmirat Nrspecker: Reference is made to your letter of 
May 3, 1949 (OI R-285-VF), transmitting information concerning 
the employment of experts and consultants where the appointments 
are made for temporary, part-time, or intermittent employment in 
a excepted by statute from the civil service and classification 
aws. 

After careful consideration of the material submitted in your letter, 
authority is hereby granted for the employment of experts and con- 
sultants of the character indicated in your letter of May 3, 1949, 
without securing prior approval of the Commission of individual 
cases, where the appointments are made for temporary, part-time, or 








UTILIZATION OF EXPERTS AND. CONSULTANTS 55 


intermittent employment at a rate in excess of $6,000 per annum. It 
is understood that sufficient records will be maintained covering each 
such employment to enable the Commission’s inspection staff to 
secure necessary information in postauditing such appointments. It 
is further understood that the Department will submit to the Commis- 
sion for prior approval any doubtful cases which do not seem to be 
covered by the information contained in your letter and that the 
Commission will endeavor to provide a 24-hour service in such cases. 
Very respectfully, 
L. A. Moyer, 
Executive Director and Chief Examiner. 


(Nore.—This agreement expires on July 15, 1956, and is expected 
to be superseded after that date by a revised agreement being nego- 
tiated by the Department of the Navy and the Civil Service Com- 
mission.) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
I. LEGAL AUTHORITIES UNDER WHICH APPOINTMENTS ARE MADE 


A. Civil Service Regulation 6, Schedule A 6.101(n) 

B. Section 15, P. L. 600, when authorized in the current appropri- 
ation act. “* * * the temporary (not in excess of one year) or inter- 
mittent services of experts or consultants, or organizations there- 
of * * * and in such cases, service shall be without regard to the 
civil service and classification laws * * *” 

C. Section 207 (e), Public Health Service Act, as amended. ‘In 


accordance with regulations, special consultants may be employed to 
assist and advise in the operations of the Service. Such consultants 
may be appointed without regard to the Civil Service laws and their 
compensation may be fixed without regard to the Classification Act 
of 1923, as amended.”’ 


II. CLASSES 


The Department of Health, Education, and Welfare requires the 
services of a wide variety of specialists in professional and technical 
fields related to the Department’s programs. Authorities to employ 
experts and consultants without regard to civil service and classification 
laws, or without regard to civil service laws are used to secure technical 
and professional knowledges not regularly required by the Department 
and not otherwise available to the Department. 

Occupational fields principally represented in the Department’s em- 

loyment of excepted experts and consultants are various specialties 

m: (a) Biological Sciences (GS—400); (b) Educational Sciences (GS— 
1700); (c) Medical Sciences (GS-600); (d) Physical Sciences (GS- 
1300); (e) Social Sciences (GS-100); and (f) Engineering Sciences 
(GS-800). 

Excepted experts and consultants are used, individually and as 
members of advisory committees, in a variety of ways, examples of 
which are: 

A. Participate in the development of programs and program 
approaches. f 

1. Members of advisory committees set up to advise the Secretary, 
or constituent heads, or program offices, on particular problems, 
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e. g., distinguished citizens representing the several public interests 
concerned, to review various aspects of the enforcement of the Federal 
Food and Drug Act. 

2. Members of continuing committees established to furnish advice 
in the development and administration of various categorical pro- 
grams, e. g., Heart Disease Control Advisory Board, which reviews 
a of the Division of Special Health Services concerned with 

eart Disease Control, recommends new areas of activity and, indi- 
vidually, or as a committee, furnishes advice to the Heart Disease 
Control Bianch. The board is composed of specialists in the dis- 
ciplines required (medicine, nutrition, nursing, health education, 
biostatistics), members serve intermittently. 

3. A leading educator to serve as a consultant on problems related 
to teacher education, including such matters as the organization and 

rogram objectives of teacher education work in the Office of 
ducation. 

4. Experts on financing to advise on problems and methods of 
financial aid to municipalities, with particular reference to sewage 
treatment work where essential to the abatement of pollution, e. g., 
a of research of the Municipal Bond Division of a national 

ank. 

5. A local public health officer to serve as advisor to the Chief, 
Training Branch, Communicable Disease Center in matters that deal 
with the scope, direction, and content of the Branch program in civil 
defense, particularly to help develop all resources in the Branch and 
the Center to fulfill the needs for training of health officers, nurses 
veterinarians, engineers, and sanitarians in measures to be employed 
by the States. 

6. Members of statutory advisory boards when the law does not 
exempt appointments from civil service laws. 

B. Advice and consultation, or special services on particular 
problems: 

1. Recognized leaders in various fields of education, to serve as 
members of the Board of U. S. Civil Service Commission Examiners 
for the Office of Education, participating in: the development (for 
approval of the Commission) of qualification standards to be used 
in es for the appointment of employees to Educationist 
positions; the development of methods for examining applicants; the 
establishment of criteria to govern development of rating schedules, 
and related work. 

2. Appropriate specialists to confer with Office of Vocational 
Rehabilitation Regional Representatives, as OVR Consultants to 
furnish consultation services on cardiac rehabilitation. si aaa 

3. To advise the Commissioner of Social Security and his staff on 
the deve‘opment of plans for a program to meet civilian emergency 
disaster needs for money and clothin , with particular reference to 
organization, program approaches, and other fundamentals. 

4. To review materials and to advise the Commissioner or staff 
officers of Social Security Administration in planning or conduct of 
studies concerned with various aspects of social security administra- 
tion, with special reference to the consultant’s area of special compe- 
tence, for instance, statistical problems such as deal with estimates 
of <7 population, and composition and structure of the family, and 
the like. 
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5. A nationally recognized physiologist, to furnish advice to the 
technical staff of the Food and Drug Administration, in planning and 
in interpreting results of studies of the physiological effect of substances 
introduced into the human body, including both the normal and 
abnormal. These studies include ome ws effect of drugs, of 

ered drugs, and of secretions 


toxic substances not commonly consi 
of the endocrine gland. 

6. Serve as a special consultant on problems connected with the 
utilization of sanitary engineers in civil defense mass evacuation of 
target cities. 

7. A specially qualified aquatic biologist to advise on procedures 
and methods and in the interpretation of data in an investigation 
directed to development of factors which are to be used with bio-assay 
results to indicate safe disposal rates for toxic industrial wastes. 

8. A sociologist, associate professor of preventive medicine and 
public health, to furnish consultant services to the Chief, Division of 
General Health Services as to ways that health programs for agricul- 
tural migrants and other rural groups should be planned or modified 
to take into consideration the special cultural factors involved in the 
groups to be served. 

9. Serve as a consultant to the Laboratory Branch, Communicable 
Disease Center, on problems dealing with Chemistry relating to the 
work of the Hematology-Biochemistry, Bacteriology, Parasitology- 
Mycology, and Virus and Rickettsia Sections (a) in regard to applied 
and basic research studies to be carried on by staff members to guide 
them along sound lines (b) with regard to papers for publication and 
presentation before scientific and professional groups, to insure 
scientific accuracy (c) particularly difficult problems in biochemistry 
laboratory services of State Public Health Departments. 

10. An outstanding authority in field of diagnosis of amoebiasis for 
consultation in microscopic identification of amoebiasis for compari- 
son of evaluation of particular diagnostic procedures for the Labora- 
tory Branch. 

11. Advise the Robert A. Taft Sanitary Engineering Center on 
organization and prosecution of studies on the effect of Air Pollution 
on. plant life, particularly non-economic plants that can be used as 
Air Pollution indicators. 

12. Advise the Chronic Disease Program in the development of a 
program of proteinuria detection. 

13. Provide consultation to the Division of Special Health Services 
on the development of research programs dealing with the acute and 
chronic effects of air pollution on health. 

14. Serve as a Special Nursing Consultant for a 90-day period to 
the Tuberculosis Program on necessary curriculum planning, including 
tuberculosis content .and methods of instruction for schools of public 
health nursing, in order to prepare nurses in the clinical, educational, 
and public health aspects of tuberculosis, as Director of Tuberculosis 
Nursing Conference for Public Health Nursing Faculty Members spon- 
hit jointly by the Tuberculosis Program and the National League for 

ursing. 

15. Serve as a member of the Board of Editors of Public Health 
Reports, which requires intermittent services, such as attendance at 
Board meetings and at conferences at times and places designated b 
the Surgeon Coneral. He will advise the Board and as a member will 
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make recommendations on policies, plans, and distribution of publica- 
tions. 

16. Serve as a member of the Technical Committee on Archi- 
tectural Standards of the Federal Hospital Council (composed of 
distinguished authorities from the architectural profession, specialized 
health facility planning experts and outstanding administrators of 
health facilities), participates in development of recommendations for 
general standards of construction and equipment for Diagnostic 

enters, Diagnostic and Treatment Centers, Rehabilitation Facili- 
ties, Chronic Disease Facilities, and Nursing Homes, to the Federal 
Hospital Council for consideration as part of the general oo TER 

17. Serve as consultant to the pagvon General on problems of 
women’s interest and relationships with nursing and other organiza- 
tions concerned with health and welfare. 

18. Make toxicological investigations and assays in episodes of 
unusual animal losses having public health implications—particularly 
episodes in which water pollution may be involved, This would 
include evaluation and interpretation of ecological, clinical, and 
pathological data from the toxicologist viewpoint and the performance 
of required laboratory assay work. 

19. Medical Director of an American firm engaged in foreign com- 
merce, to advise the Division of Foreign Quarantine with reference to 
problems such as present operational regulations, standards for 
physical and medical examination of aliens, etc. 


III. NATURE OF APPOINTMENTS AND COMPENSATION 


A. Appointments are for temporary (full or part time) or inter- 
mittent service, as defined in Federal Personnel Manual A7-39. 

B. Compensation: 

1. Civil Service Regulation 6, Schedule A 6.101 (n). Appoint- 
ments under this authority are to positions classified under the 
Classification Act of 1949, as amended, usually at grade GS-13 or 
higher grades. 

2. Section 15, P. L. 600, 79th Congress, and Section 207 (e) of the 
Public Health Service Act, as amended. Compensation for services 
under these authorities is determined on consideration of the profes- 
sienal compentence required, the rate at which services can be se- 
cured, and availability of funds, at or below the top step of grade 
GS-15 under the Classification Act of 1949, as amended. Rates are 
usually not less than $25 per day, for the most part approximately 
$35 per day. 


IV. QUALIFICATION GUIDELINES AND CONTROLS 


A. Qualifications: Appointments as excepted experts and consult- 
ants are made only— 

1. When the services of a particular individual are required be- 
cause of his special or preeminent professional, scientific, or technical 
achievements relevant to the problem or question under considera- 
tion and 

2. The assignment is (a) to furnish advice or consult with Depart- 
ment officials on particular problems or questions, or (b) to perform 
a specific limited Job of work requiring these special qualifications. 
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Appointees will normally be required as a minimum to meet the 

uality level of experience in the qualification standards prescribed in 
Civil Service Commission Handbook X-118, but, in addition, they 
must have special or unusual qualifications, such as (1) high stand- 
ing in professional or technical societies, (2) national or international 
reputation or prestige as an expert in a particular field of competence, 
(3) standing or position in business organizations, or (4) other specia- 
lized or concentrated training or experience that qualifies them to 
service as experts or consultants as defined in the Federal Personnel 
Manual A7-39. 

B. Controls: 

1. Appointments of excepted experts and consultants require ap- 
proval of the appropriate appoiting authority, e. g., the Secretary 
or an official to whom authority for approving appointments under 
these authorities is specifically delegated or is assigned by regulation. 

2. Appointments are made with specific limitations as to duration of 
service contemplated : 

a. For intermittent service, the number of days’ service contem- 
plated during any one year. 

b. For temporary service, the proposed duration of the employment. 

Personnel and fiscal procedures automatically restrict employment 
beyond date specified in the original appointment, unless extension of 
the appointment is approved by proper authority. 

3. Appointments under authority of Section 15 of P. L. 600, 79th 
Congress, are made not to exceed the end of the fiscal year. Where 
there is continuing need for services, each such appointment is re- 
viewed against requirements for service under this authority, before 
renewal of the appointment at the beginning of the next fiscal year. 


V. RECORDS 


A. The appropriate administrative or personnel office (see Ap- 
pendix) maintains records for each excepted expert or consultant 
appointed, including— 

1. name, pay roll title, and date of entrance on duty; 

2. type of appointment (temporary or intermittent), expected dura- 
tion, and tour of duty if a regularly scheduled work-week is es- 
tablished; 

3. statement of assignment; 

4. statement of qualifications and background of the individual 
which fit him for appointment as an expert or consultant, with 
emphasis on his qualifications for the proposed assignment. ‘This 
may, but need not, be on Standard Form 57. The statement will 


4 noted to show the pertinent standard or standards in Handbook 
X-118; 

5. a copy of the SF—50 on which the appointment was reported to 
the Civil Service Commission. 

B. The appropriate administrative or fiscal office (see attached list) 
maintains records of time actually worked by excepted experts and 
consultants. 


Vi. 


Any case in which there is doubt whether the appointment should 
be effected under the terms of this agreement, or under the legal au- 
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thorities cited, will be submitted to the Civil Service Commission 
through the Office of the Secretary for prior approval, 
Joun W. Cueary, Jr., 
ive Director, 
United States Civil Service Commission. 
Date: November 15, 1955. 
Forpyce W. LinKart, 
Director of Administration, 
Department of Health, Education, and Welfare. 
Date: September 27, 1955. 


APPENDIX 


Department of Health, Education, and We'fare offices maintaining records of excepted 
expert and consuitant employments 







































Personnel Fiscal 
Office of the Secretary...............-...- — of Personnel Manage- | Division of Genera) Services. 
ment. 
Social Security Administration: 
Office of Commissioner. ........-... Division of Personnel Manage- | Division of General Service 
ment (OS). (O08). 
Bureau of Public Assistance .......- Division of Administration— 
Personnel and General Serv- 
ices Seetion for both. 
Children’s Bureau.............-...-- Division of Administrative 
Services for both. 
Bureau of Old-Age and Survivors | Division of Personnel._........-. Division of Management 
Insurance. Planning and Services, 
Bureau of Federal Credit Unions. -.. as of Administration for 
Office of Education. ...............- Personne nel and Organization | Budget and Fiscal Section. 
tion. 
Public Health Service: 
Headquarters. .............--...- TDivision of Personnel. .......... Division of Finance. 
National Institutes of Health....| Personnel Branch -............- —— Management 
Communicable Disease Center | Administrative Branch for both. , 
(Atlanta, Ga.). 
St. Elizabeths Hospital ............-. Division of Administration for 
ith. 
Office of Vocational Rehabilitation... —— of Administration for 
th. 
Food and Drug Administration --.- et Business Operations 
or = 











THE DEPARTMENT OF THE INTERIOR 





Pursuant to the instructions set forth in Chapter A7 of the Federal 
Personnel Manual and in order to facilitate the appointment of 
consultants and experts in the Department of the Interior, it is 
desired to establish an agreement with the Civil Service Commission 
whereby such appointments may be made without specific prior 
petal in individual cases. Following are conditions which will be 
observed in effecting appointments of experts and consultants. 









I. LEGAL AUTHORITY 


a. Schedule A, Section 6.101 (n). 
{b. Schedule A, Section 6.110 (a) (1)] (Revoked, effective March 
29, 1955 (Fed. Reg., 3-29-55, p. 1861) KAF.) 

c. Section 10, Bonneville Power Act (Public Law 329, 75th Con- 
gress): Authorizes appointment of attorneys, engineers, and other 
experts without regard to the provisions of the civil-service laws, and 
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authorizes fixing of compensation at rates not to exceed $7,500 
per annum. 

d. Section 15, Act of August 2, 1946 (Public Law 600, 79th Con- 
gress, as amended), as implemented by Interior Department appro- 
priation acts. 

e. Interior Department Appropriation Act, 1955, Bureau of Mines 
provisions (Public Law 465, 83d Congress): Authorizes temporary 
and emergency contracts for personal services and employment of 
persons without regard to civil-service regulations as required in the 
conduct of programs for the control of fires in inactive coal deposits 
and flood prevention in anthracite mines, 


II. CLASSES OF EXPERTS AND CONSULTANTS 


Individuals called upon for consulting services will be representative 
of outstanding authorities in the fields of activities within the juris- 
diction of the Department of the Interior. They will be selected for 
their expert knowledge in such fields as engineering, geology, metal- 
lurgy, economics, medicine, chemistry, architecture, fisheries, wildlife 
conservation, and many others. It is expected that consultants and 
experts will normally be appointed at grade GS-12 or higher, although 
exceptions to this general rule may be made in unusual circumstances. 
Examples of specific assignments are listed separately as an attach- 
ment to this agreement. 


Ill. NATURE OF APPOINTMENTS 


Appointments of experts and consultants will be made on a tem- 


porary (full or part-time) or intermittent basis, depending on the 
nature of the assignment. 


IV. COMPENSATION 


In many instances, compensation will be determined in accordance 
with the provisions of the Classification Act of 1949, as amended. 
Where authority exists to effect appointments outside the Classifica- 
tion Act, compensation will be governed by the difficulty of the assign- 
ment with due re for the professional or technical proficiency of 
the individual and the rates at which such specialized services can be 
obtained. 


V. QUALIFICATIONS STANDARDS 


Consultants and experts will be expected as a minimum to meet 
the standards prescribed for the competitive service in the grade level 
of the position and in addition, will be known to possess outstanding or 
specialized competence in their field. 

Consultants paid at the rate of $50 a day will be expected to meet 
as & minimum the qualifications standards for grade GS-15. 

Consultants paid at the rate of $75 a day will meet qualifications 
standards for grade GS-15 and in addition will have had at least 
5. years of consulting service in the sphere of activity or a broad 
nee of, and experience in, the field of use. 

Consultants paid at the rate of $100 a day, in addition to meeting 
qualifications standards for grade GS-15, will have extensive con- 
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sulting experience or exceptional knowledge of, and experience ‘im, 
the type of work involved and will be nationally recognized in the 
field of their specialty. 

VI. CONTROLS 


Adherence to standards prescribed for the appointment of con- 
sultants and experts will be assured through advance review in the 
Division of Personnel Management and the prior approval of the 
Secretary. A report on the services rendered by consultants will be 
made by the responsible bureau to the Secretary upon the termina- 
tion of each assignment. A semi-annual report on employments under 
the cited authorities will be made by the head of the employing bureau 
to the office of the Administrative Assistant Secretary. 





Vil, RECORDS 





Sufficient records will be maintained for the purpose of inspection 
by the Civil Service Commission as provided in the Federal Personnel 
Manual, A7-41. 





VIII, SUBMISSION OF DOUBTFUL CASES TO THE COMMISSION 


The Department will submit any doubtful cases to the Civil Service 
Commission for approval in advance of appointment. 
D. Oris BEas.ey, 
Administrative Assistant Secretary, Department of the Interior. 
Warren B. Irons, 
Acting Executive Director, United States Civil Service Com- 
mission. 


Date: October 8, 1954. 






























EXAMPLES OF ASSIGNMENTS 


Consultant services to review a critical construction situation in 
the Tecolote Tunnel and to recommend procedures for continui 
construction in the face of unexpected difficulties which have develop 
during the progress of the project. The services of a consultin 
geologist, a consulting engineer, and a widely experienced siniel 
superintendent are required for this assignment. 

Consultant services for the purpose of reviewing and advising on 
rates proposed for a hydroelectric power project to establish a proper 
charge for energy so that the cost of maintenance and operation will 
be covered and the project amortized in 50 years. 

Employment of a mechanical engineer for consultation on problems 
connected with highly specialized or newly designed mining equipment 
used in anthracite mining, preparation, and utilization research. 

Employment of a business economist as advisor in connection with 
special studies and reports on Energy Coefficients, Critical Materials 

oefficients, and Capital Coefficients which are known as Input- 
Output Economic (Inter-Industry) Studies. 

Employment of a consulting architect in connection with the 
rehabilitation of Castle Clinton National Monument for technical 
advice and to serve as an expert in historical architecture. 

Employment of a consultant to advise in connection with high- 
voltage problems of a transmission system, such as protection from 
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and radio interference, use of voltages higher than those used in 
present operation, and related problems for improvement in the pres- 
ent system and in studies relating to further extension. 

Employment of a consultant to investigate and report findings of 
goviegices conditions in Wind River area where slides have endangered 

onneville-Midway lines. 

Employment of mining engineers and technicians experienced in 
the operation of flooded anthracite coal mines and in the prevention 
and control of fires in mines. 


lightning, insulation, methods of high-voltage testing, corona losses 
18 


DEPARTMENT OF LABOR 
SECTION I—AUTHORITIES 


‘Phis agreement covers the authority to appoint Experts and Con- 
sultants in the Department of Labor under the provisions of Section 15 
of the Act of August 2, 1946 (Public Law 600) when authorization 
exists in the appropriation act of the Department, and under Section 
6.101 (mn) (Schedule A) of the Civil Service Regulations. 


SECTION II--CLASSES OF EXPERTS AND CONSULTANTS 


Statements of the assignments of experts and consultants under 
Public Law 600 are given advisory classification ratings for the pur- 
— of guidance to the Secretary of Labor in determining rates of pay. 

hese positions are earmarked as Expert or Consultant positions. 


Positions created to which appointments will be made under Section 
6.101 (n) (Schedule A) of the Civil Service Regulations will be estab- 
lished under the Classification Act of 1949. Excepted appointments 
under the authorities covered in this agreement can be made only to 
poe clearly identified as Expert or Consultant positions covered 

y this agreement and will not be made to positions which may be 
properly filled by competitive procedures. 

The following are a few examples of specific assignments: 


A. In the field of manpower program development 


As a consultant, the incumbent spells out the central elements of a 
manpower program, identifies the specific problems that exist or are 
likely to arise over a period of time and formulates specific operating 
programs to deal with these problems; considers the state of the labor 
market and develops the labor market assumptions upon which 
manpower programs of the Department of Labor should be based. 


B. In the field of occupational analysis 


The incumbent may perform one of the following assignments: 
(1) Consult with technical staff of the Bureau to consider 
(a) What classification structure was deemed essential for the 
operating purposes of public employment offices; 
(b) What experience (or difficulties) other agencies had en- 
countered in the use of the existing structure; 
(c) What general methods the Bureau should consider for the 
development of a new structure; 
(d) What modifications, if any, should be made in any proposed 
approach. 














































































































































~. (2) As a consultant, meets on call to review developmental activi- 
ties at a sufficiently early stage to permit revision of approach if such 
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revision would develop a classification structure of greater value to 
non-governmental users; 

(3) Asa consultant, meets on call to review tentative job clusters as 
they emerge from a selected sample of occupations before applying 


the rating tech 


n 


of Occupational 

(4) As a consultant, advises rating technicians on statistical prob- 
lems encountered for which continuing technical assistance in the 
Bureau was not available. 


C. In the field of unemployment insurance 


The incumbent may perform: 
(1) Studies designed to test adequacy of benefits and effectiveness of 
unemployment insurance as a counter-recessionary device. Consultants 


experienced in 
conducting suc 


h 


he to all occupations represented in the Dictionary 
itles; 


ublic opinion analysis serve to advise in planning and 
studies which involve, in part, household interviews. 


The key to the successful completion of such studies lies in the selec- 
tion and use of the proper survey techniques in regard to sampling, 
design of schedules, interviewing and preparation of instructions to 


interviewers. 


(2) Studies in fields of financing the unemployment insurance pro- 
gram in terms of adequacy of reserves for benefit payments and of adjust- 
ment of tax schedules on a counter-cyclical economic basis. Consultants 
who are actuaries, statisticians, or economists experienced in special- 
ized phases of the insurance field serve to advise in conducting these 
studies which run the gamut of all aspects of financing the costs of 
unemployment insurance. 


D. In the field of utilization of women workers 


The incumbent serves as special consultant and adviser to women’s 
organizations, unions, and management officials on the utilization of 
women workers in defense and other critical occupations. 


E. In the field of economics 
The incumbent serves as special consultant and adviser on the 
extension or revision of specific programs in the field of economics 
undertaken by the Department. 
F. Government advisers to industrial committees of the International 
Labor Organization 
The incumbents serve as members of government delegations to 


committees of ILO. 


SECTION III-—-APPOINTMENTS AND COMPENSATION 


Appointments to these positions will include both temporary (not 


to exceed 1 year) and intermittent employment (not to include more 


than 130 working days within one year). 


Compensation will range 


from $30.00 per diem to $45.00 per diem for appointments under 
Public Law 600 and from $8,360 per annum to $11,800 per annum for 


positions under Schedule A. 
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SECTION IV—-QUALIFICATION GUIDE LINES 


Experts and Consultants employed by the Department of Labor 
will be persons of excellent qualifications with a high degree of attain- 
ment in their professional, scientific, technical, business or other 
occupational fields. Their knowledge and mastery of the principles, 
practices, problems, methodology, and techniques of their field of 
activity or area of specialization within the field will be clearly superior 
to that usually possessed by persons of ordinary competence. Only 
persons whose attainments are such that they will be regarded as 
authorities or as practitioners of unusual competence and skill by 
other persons engaged in their profession, occupation or activity, 
will be employed as Experts or Consultants. In employing experts, 
the persons selected will be specialists in the particular field in which 
their services are required. In employing consultants for advisory 
service, the persons selected need not be specialists, but will have 
broad administrative, professional, or technical experience of a high 
order which renders their advice of distinctive value to the Depart- 
ment. To the extent they gre applicable Civil Service qualification 
standards will be observed, particularly as to years of general and 
specialized experience in the fields in which the expert or consultant 
is a recognized authority. 

Appointments of experts and consultants in the Department will 
be made only after approval by the Office of Personnel Administration 
in the Office of the Secretary. Periodic review will be made of the 
status of appointments of experts and consultants by the Office of 
Personnel Administration. 


SECTION V-—-PERSONNEL RECORDS 


Personnel folders of employees who are appointed under this agree- 
ment shall include the following information: 

1. Copy of Form 50, Notification of Personnel Action, indicating 
the following information: 

(a) Name of Appointee 

(b) Nature of action (type of appointment) 

(c) Effective date of entrance on duty 

(d) Position title (consultant) 

(e) Rate of compensation 

(f) Headquarters 

(g) Whether a regular scheduled tour of duty is established. 

2. Statement of duties or service to be performed. 

3. Standard Form 57 or a statement showing the qualifications and 
background of the individual which fit him for appointment as an 
Expert or Consultant. 

A record of the time actually worked by the employee will be main- 
tained by the payroll office of the appropriate bureau within the 
Department and is readily accessible at all times. 


SECTION VI-—APPOINTMENTS REQUIRING PRIOR APPROVAL OF THE 
COMMISSION 


In all cases where there is a question as to whether the employment 
of an individual should be effected under the terms of this agreement 
or as to the legal authority for appointment, such cases will be sub- 
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mitted to the Civil Service Commission for a determination of the 
appropriate action to be taken in each case. 
ffective June 10, 1954. 


Supplement No. 1 


In order to provide for the employment and compensation of experts 
to serve as team managers for groups of foreign nationals in the Trade 
Union Program conducted by the epartment of Labor in cooperation 
with other Federal agencies, the general agreement between the De- 

artment of Labor and the U.S. Civil Service Commission approved 
une 10, 1954, is amended as follows: 

Section II. The following is added as paragraph G: 


In the field of trade union techniques 


The incumbent is a trade union expert who serves as a team 
manager and assists in planning study and observation programs 
for Foreign National trade union groups assigned to him. He 
accompanies the group throughout their itinerary in visiting 
industrial plants and union organizations throughout the United 
States for the purpose of observation and study of trade union 
techniques in the United States. The team manager is responsi- 
ble for determining a well-balanced program that is also flexible 
enough to meet the special interests and objectives of the Foreign 
National visitors. The team manager discusses labor matters in 
a broad context with members of the foreign group, with key 
trade unionists, management and government representatives, 
and with others in the United States who help with the program. 


Section III. The second sentence is revised by inserting after 
$30.00 per diem” the parenthetical phrase ‘‘($22.00 per diem in the 
case of trade union experts)’. 

Section 1V. The fcllaseinds new paragraph is inserted after the first 
paragraph: 

The Department of Labor will select trade union experts 
(team managers) in consultation with the Secretary’s Trade 
Union Advisory Committee on International Labor Affairs. 
The trade union expert must have a broad understanding of the 
trade union movement and labor-management relations in the 
United States acquired through active participation in trade 
union activities as an official or member of a trade union organ- 
ization. Such an understanding may have been acquired through 
the following activities: Bs 

a. Key official of a trade union organization at national, 
State, regional, county, or city level. 

b. Member of a trade union, selected or appointed to serve 
in special capacity such as member of a council, federation, 
negotiating committee or convention delegate. 

c. Member of legislative, research, editorial, worker’s 
education or other functional staff of a trade union organ- 
ization. 

































Epwarp J. McVzieu, 
Director of Personnel, United States Department of Labor. 
Joun W. Macy, Jr., 
Executive Director, United States Civil Service Commission. 
Date: December 22, 1954. 
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DEPARTMENT OF JUSTICE 


This agreement is made in accordance with the provisions of 
Chapter A-7 of the Federal Personnel Manual. In view of the 
standards and regulations the Department of Justice agrees to apply, 
the Civil Service Commission agrees to the appointment of experts 
and consultants by the Department of Justice under the authority 
named in the agreement without specific prior authorization but 
subject to post audit by the Civil Service Commission. 

1. Coverage of Agreement.—This agreement covers the employment 
of experts and consultants through regular appointments se § personal 
service contracts. This agreement does not cover the employment of 
expert witnesses or informants as provided for in Public Law 626, 
81st Congress. 

2. Policy.—The employment of experts and consultants is a means 
of availing the Department of Justice of services which otherwise 
could not obtained through reassignment or detail of current em- 
ployees or through other normal civil service appointment practices 
and where the duties would not ordinarily be performed in positions 
subject. to the Classification Act of 1949. Experts and consultants 
will not be retained as such if the required duties become of a perma- 
nent nature, and can be established as regular civil service positions. 

3. Legal Authority—Appointment of experts and consultants under 
the terms of this agreement will be made under the authority of Section 
15, Public Law 600, 79th Congress (5 U.S. C. 55a) as implemented 
by the current Department of Justice appropriation act (Public Law 
133, 84th Congress). 

4. Classes of Experts and Consultants—Experts and consultants 
may be utilized in any of the activities of the Department of Justice 
which include providing for the enforcement of Federal Laws, furnish- 
ing legal counsel in Federal Cases, supervision of Federal penal 
institutions and the investigation and detection of violations against 
Federal Laws. 

Consultants perform such duties as conferring periodically with 
operating officials in recommending solutions for problems of a highly 
technical nature, serving as technical advisors on projects essential to 
opertional activities, assisting operating officials in devising new and 
highly specialized methods or techniques of operation, or acting in 
consultative capacity in a specialized field of knowledge. As their 
function is to advise rather than to execute, consultants will be as- 
signed to operational activities in rare and unusual cases only when 
the information needed by the consultant in order to formulate his 
advice or recommendations cannot be otherwise obtained. 

Experts normally perform duties such as developing and puttin 
into effect solutions of operating problems of a highly technica 
nature, supervising the execution of highly technical functions, con- 
ducting responsible activities which are an integral part of operating 
procedures and making operational decisions as specialists in a highly 
technical field of tes 

The following are examples of specific assignments: 

Consultant: Furnishes advice and counsel to the Assistant Attorney 
General in charge of the Civil Division on intricate cases in the patent 
field involving abstruse scientific and technical principles such as 
radar, radio, acoustics, chemistry, entomology, ordnance, aeronautics, 
automotive, ballistics, electronics, navigation, steel manufacture, 
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mechanics and medicine; reviews technical material to simplify and 
put into layman’s language concepts which, if expressed in the usual 
technical manner, would be beyond comprehension of the average 
layman; advises on technological points, proposed tests, showings 
(drawings) etc., which may be necessary before or during a trial. 

Expert: Carefully studies the patent or patents in suit, the alleged 
infringement and all of the prior art to be relied upon, including in 
some cases the complete history of an entire art or technological field; 
reviews results of searches made by other departments involved for 
completeness and adequacy; searches for any missing information 
which will serve to justify the Government’s use of the alleged 
infringing structure; advises regarding the equivalency of elements 
found in the prior art to those found in the patent in suit and the 
alleged infringing devices or methods, and points out similarities and 
differences. 

Consultant: Makes engineering surveys and furnishes advice and 
recommendations to the Director, Bureau of Prisons, concerning 
location, space and equipment requirements, type of fuel, capacity 
required, and provisions for expansion in’ connection with power 
oes expansion or construction at installations of the Bureau of 

risons. Surveys existing power plant installations and makes recom- 
mendations for new and improved equipment and distribution systems 
made necessary by overloading, obsolescence or deterioration. 

Consultant: Furnishes advice and recommendations in connection 
with structural and other problems encountered in the construction 
of new buildings; the type of construction; the load and safety factors; 
the test boring for foundations, and other related matters at prison 
installations. 

Expert: Supervises the overall or portions of preparation of plans 
and estimates, the boring of foundation test holes, the construction 
of buildings, the setting of machinery and conduct of initial opera- 
tions at prison installations. , 

Consultant: Advise the Commissioner of Prison Industries in con- 
nection with the proposed establishment of new industries regarding 
the determination of the product to be manufactured; the space 
requirements; equipment and personnel needs; the training required 
for supervisors and workmen; the availability of Government market; 
the relationship, competitive burden, or effects of the industry on 
private rary available or required storage facilities for raw 
material and finished product; procurement policies; and other 
related matters. Conducts surveys of existing industrial installations 
and makes recommendations regarding increased efficiency in manu- 
facturing; reduction of costs; improvement of quality of product; 
improving the uniformity of flow of product or materials and manu- 
facturing processes, 

Expert: Supervises the installation of an industry and the operations 
during initial phases; supervises and corrects manufacturing opera- 
tions of an existing industry to overcome production losses, defective 
product, delays in manufacture, and other problems which may be 
encountered in prison industries. 

Consultant: Studies, analyzes, and makes recommendations to the 
Director, Bureau of Prisons or the Commissioner of Federal Prison 
Industries concerning special problems arising in connection with the 
administration of the Federal Prison Service; the industries operated 
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in the prisons; implementation of the Youth Corrections Act and 
other penal and correctional matters; participates with Bureau of 
Prisons personnel in surveys of State penal and correctional systems; 
develops plans for and implements new programs and the reorienta- 
tion of existing p in the Bureau of Prisons. 

Consultant: Medical consultants are employed for the purpose of 
supplementing the medical services in institutional hospitals since it 
is not practicable to employ full-time doctors in al) of the specialties, 
They are occasionally required in a clinical review of a case, a problem, 
a health trend, or reaction to a treatment program. Specialists in 
the fields of neurology, psychiatry, cardiology, cancer, and others are 
needed to study or treat particular patients or to determine mental 
competence of certain Federal prisoners. 

Expert: Medical experts are occasionally required to prescribe and 
conduct a continuing program, to perform certain surgical operations, 
or to render service on a part-time or intermittent basis in connection 
with their specialties. 

Consultant: Advises and makes recommendations to the Director 
of the Bureau of Prisons regarding specific vocational and related 
training courses which would best accomplish the goal of rehabilitation 
of Federal prisoners, with the trainee receiving the best training with 
the least exploitation as regards production demands; the setting 
of criteria for evaluating the program to more nearly bring it into line 
with comparable State standards and other Federal activities; the 
advantages of vocational versus academic instruction in the various 

rofessional or skills fields, and the adaptation of the training to the 
evel of educational achievement reflected by prisoner groups; makes 
surveys of industrial operations with the goal of achieving the maxi- 
mum benefit for the trainee by proper placement considering his 
individual needs and capacities. 

Consultant: Surveys and advises regarding the various areas of 
criminology such as the relationships between paroles granted and 
violators returned to custody; trends in types of crimes committed 
and the length of sentences applied; the results of probation or parole 
as compared with imprisonment; the type of supervision more adapted 
to preparing the prisoner to accept his responsibilities; the com- 
munity’s responsibility in the reestablishment of the prisoner as a law- 
abiding citizen; the assistance needed to assist the released prisoner 
in his transition from prison to freedom, and the effect of these and 
other phenomena upon prisoner treatment and rehabilitation. 

Consultant: Appraises properties of defendant company and 
recommends to the Assistant Attorney General in charge of the 
Antitrust. Division a fair market value for the purpose of establishin 
the sale price of a company facility which the ieeadeos will be requir 
to divest under the terms of a decree proposed to the court. 

Consultant: Furnishes and interprets to the Assistant Attorney 
General of the Antitrust Division the results of studies made to 
determine the economic effects of restrictive trade practices in a 
given field of trade or industry of which the consultant has acquired 
a specialized knowledge. 

Consultant: Furnishes advice and counsel to the Assistant Attorney 
General in charge of the Antitrust Division on complex and involved 
phases of an investigation or case having to do with the acquisition, 
sale, licensing and use of patents involving electronic devices; optical 
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s; heavy equipment; automotive equipment; communication 
évices, all for the purpose of placing before the court such information 
in a clear and understanding manner. The major assistance from 
this source is rendered before trial in order that complex and intricate 
technical data and findings may be properly set forth in complaints, 
iidictments or negotiated decrees. 

Expert: Assists and advises the Assistant Attorney General in 
charge of the Antitrust Division in the development of data in the 
shoe machinery industry. Furnishes technical information on the 
industry in terms of manufacture, distribution and sale of all types 
of shoe machinery. Normally, experts develop the patent background 
and licensing features of a given manufacturer or developer of tech- 
niques. This information is generally available only from persons 
who have been engaged for years in the field under investigation. 

5. Nature of Appointments and Compensation to be Paid:—(a) Em- 
ployments under the authority cited will be on a temporary (full or 

art-time) or intermittent basis, as those terms are defined in the 

ederal Personnel Manual. All employments wi!l be limited to the 
period for which the need for the services can be anticipated, but not 
to exceed six calendar months. If services are required for more than 
six months, prior approval for such extension not to exceed an addi- 
tional six months must be obtained from the Deputy Attorney General 
or the Administrative Assistant Attorney General. Explanations of 
the conditions which make the additional services necessary will be 
furnished the office having jurisdiction and will be made a matter of 
record in the official personnel folder. Temporary employment shall 
not exceed one year. Intermittent employments which exceed more 
than 130 working days in a service year shall be converted to tem- 
porary employment which cannot be continued beyond the year of 
service in which the limit was exceeded. 

(6) The per diem rate for each case will be determined on its indi- 
vidual merits, but in no case will exceed the per diem equivalent of 
the highest rate payable under the Classification Act of 1949, as 
amended, unless other rates are hereafter provided in the Appropria- 
tion Act for the Department of Justice. In fixing each rate within 
the legal maximum, consideration will be given to the value and 
importance of the service to be performed as well as to the experience 
and attainments of the individual appointee. As guide in rate setting, 
reference will be made to the most nearly comparable rates for related 
work in the Classification Act category, or as appropriate to other 
standards or guides, pertaining to pay for similar work in govern- 
mental or private jurisdiction that may be available. 

6. Qualification Standards and Controls.—(a) To qualify for appoint- 
ment as an expert or a consultant, an individual must have demon- 
started by his experience, training or othr evidence of mastery of his 
field, wah as writings, inventions, or professional recognition that 
(1) he has specialized knowledge and skills needed by the Department 
of Justice not ordinarily obtainable through normal recruitment 
channels and (2) his qualifications exceed those prescribed in Civil 
Service Handbook X~118 for comparable work in the competitive 
service, or he is otherwise eminently qualified for the specific position. 

(6) The following controls will be observed to assure compliance 
with this agreement: 

(1) A statement setting forth the reasons for the appointment 
and the circumstances that make it impracticable or impossible 
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to obtain personnel of the required stature through regular means 
of appointment, detail or reassignment, will be made part of the 
official records. 

(2) Review: It will be the primary responsibility of the official 
in charge of the Division, Bureau, or Office concerned to review 
periodically the duties performed by experts and consultants to 
assure that employments are in accord with the provisions of this 
agreement. In addition, these employments will be subject to 
periodie review by inspection staffs of the Department. 

(3) Prior approval from the approving official will be required 
for extensions of appointments as set forth in paragraph 5 of this 
agreement. 

(4) Periodic inspections at least semiannually of the records of 
appointments maintained by the Bureaus will be made by the 
personnel office staff. 

7. Records.—The following records will be maintained to enable the 
Commission staff to post audit appointments: 

(a) In the official personnel folder: 

(1) 5, F. 50. This will include the name of appointee, title, 
rate of compensation, date of entry on duty, type and duration 
of appointment, authority, and tour of duty, if a regularly 
scheduled tour of duty is established. 

(2) S. F. 57 or a statement showing the qualifications and 
background of the individual which fit him for appointment as 
an expert or consultant. 

(3) A description of the services to be rendered. This de- 
scription must set forth the nature of the duties to be performed 
in sufficient detail to permit accurate evaluation of the tasks 
involved. 

(4) A statement of the reasons for the appointment and the 
circumstances that make it impracticable or impossible to obtain 
personnel of the required stature through regular means of 
appointment, detail or reassignment as required by paragraph 
6 (b) (1). The statement will be noted, or a rating sheet at- 
tached, to reflect the pertinent standard or standards (Civil 
Service Handbook X-118 or other appropriate standard) used 
in checking qualifications. 

(5) If the appointment has been extended, an explanation of 
the need for the extension and a record of the required approvals 
as set forth in paragraph 5. 

(6) Other records required for appointments. 

(6) In the payroll office: A record of the time actually worked by 
the employees. 

8. Doubtful cases —Cases in which there is doubt as to whether the 
appointment would be proper under the terms of this agreement, 
including the legal authority for employment, will be submitted te 
the Civil Service Commission for approval. 

S. A. ANDRETTA 
Administrative Assistant Attorney General, Department of Justice. 
Joun W. Macy, Jr., 
United States Civil Service Commission. 
June 13, 1956. 
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DEPARTMENT OF STATE 
I. LEGAL AUTHORITY 


This agreement pertains to all appointments of consultants and 
experts under the authority of Public Law 600, Section 15, as imple- 
mented by the current Appropriation Act of the Department of State 
where the purpose of the appointment is to obtain personal services 
of individuals to be rend under the supervision of the Department 
of State, and to appointments of experts for consultation purposes 
under Schedule A—Section 6.101 (n) of the Civil Service Regulations. 


II, CLASSES OF EXPERTS AND CONSULTANTS 


An expert is an individual who possesses excellent qualifications and 
a superior degree of attainment in a professional, scientific, technical, 
or other field. His knowledge and mastery of the techniques, prin- 
ciples, practices, methodology, and problems of his specific field of 
activity, or of an area of specialization within the field, are clearly 
superior to that normally possessed by individuals of ordinary com- 
petence in the activity. His attainment is of such a degree that he 
will normally be recognized as an authority or as a practitioner of 
unusual competence and skill by other individuals engaged in the 
same profession, activity or occupation. Experts normally perform 
duties such as developing and effecting solutions of operating problems 
of a highly technical nature, conducting responsible activities which 
are an integral part of operating procedure, and making operational 
decisions as specialists in a highly technical field of knowledge. 
Experts may have operational responsibilities during each period of 
actual duty since their primary function is to carry out specialized 
operations for which they are qualified by training and experience. 
A consultant is an individual who serves in an advisory capacity to 
an officer or instrumentality of the Government, as distinguished from 
an individual who serves as an officer or employee in the performance 
of the duties and responsibilities of the agency. He expresses his 
views or gives his opinions regarding problems or questions presented 
to‘him by the agency, but he does not perform, or supervise the per- 
formance of, operating functions. Normally, he will be an expert in 
the particular field in which he advises. However, he need not 
necessarily be a specialist; his expertness may consist in his possession 
of board administrative, professional or technical experience of a 
high order which indicates that his ability and knowledge will render 
his advice of distinctive value to the employing agency. 
It is anticipated that most appointments of consultants and experts 
made in the Department will be in the following series: 
GS-130—Foreign Affairs Officer 
GS-131—International Relations Officer 
GS-132—Intelligence Research Officer 
GS-—112—International Trade Economist 
GS-113—Fiscal and Financial Economist 
GS-301—General] Administrative Officer 
The above listing is based on past experience. It is understood that 
future appointments may be made in the above listed series but need 
not necessarily be limited to those listed. 
Examples of specific assignments are as follows: 
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Consultant (WAE), GS-130-15 


Under general direction serves as consultant to top level officers in 
the Department, the Bureau of European Affairs, and as necessary 
to Ambassadors and other officers abroad. 

As an authority on the Balkan Countries, examines independently 
or as requested problems and developments affecting pertinent United 
States foreign policy in order to evaluate the adequacy of current 
policy. Executes difficult and important assignments involving visi- 
tation and consultation with United States representatives at various 
missions or agencies abroad and conducts special studies and investiga- 
tions of a highly classified nature, involving policy development and 
interpretation and the preparation of statements and documents 
pertinent thereto. 

Advises on top policy matters concerned with most important politi- 
cal developments and questions relating to the Balkan area. Attends 
policy meetings and conferences as consultative assistant to high level 
officers of the United States and where necessary at International 
organizations. 


Consultant (WAE), GS-130-15 


Serves as Consultant to the Assistant Secretary of State on a WAE 
basis, and provides expert advice to the Secretary, Under Secretary, 
and Assistant Secretary, Near Eastern, South Asian, and African 
Affairs, on the most important and delicate international issues such 
as the Near Eastern oil problem. 

Performs other assignments of the highest level which requires a 
close confidential relationship with the Secretary. 


Consultant (WAE) GS-130-15 


Subject to general direction, serves as Consultant (WAE) to the 
Secretary of State on international relations problems of major concern 
to this Government. 

As a recognized authority on varied phases of international relations, 
plans and carries to completion special studies, investigations, and 
assignments of the program, involving the formulation and interpre- 
tation of policy and long-range policy objectives. Advises on and 
participates in policy matters at the highest level. 

Consultant (WAE) GS-131-15 

As Consultant examines the economic situation in the countries 
affected by the recent hostilities in the Holy Land and makes recom- 
mendations for an integrated programme to promote economic con- 
ditions conducive to the maintenance of peace and stability in the area, 

As Consultant advises on the methods best suited to meet the 
conclusions and proposals arrived at by the Economic Survey Mission 
on December 18, 1949, at Paris in the implementation of a fair and 


just approach to the economic, social, and political advance of this 
troubled area. 


Consultant (WAE) GS-132-15 

Under the general direction of the chairman of the Estimates 
Group, who is also Director of the Office of Intelligence Research 
(GS-132-15-4161), serves as a consultant to the Department of State 


on a WAE basis and provides top-ranking officials of the Department 
with expert and specialized advice and counsel with regard to in- 
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telligence matters concerning foreign political, economic, and socio- 
logical problems; with respect to highly important international rela- 
tions problems which require close observance for the Secretary, the 
Under Secretary, and Policy Planning Staff, the Assistant Secretaries 
of the regional bureaus, and for the Special Assistant, Intelligence. 

Reviews Soeciel and highly classified intelligence estimates which 
are produced for the use of top-ranking officers of the Department in 
the formulation of foreign policy. 

Assists, advises, and counsels the members of the Estimates Group 
in the production of current intelligence. In this connection, partic- 
ipates in the planning and determination of immediate and long- 
range intelligence needs of the Department. 

Consults with and advises the Director of OIR on the basis of 
periodic surveys relative to the geographic and functional coverage of 
intelligence by the various research divisions. Evaluates the degree 
to which the research divisions are able to meet the more important 
staffing, and methods of work to make the intelligence program of 
se more effective and more directly focused on current intelligence 
needs. 


Consultant (WAE) GS—112-16 

Under the general direction of the Assistant Secretary for Economic 
Affairs and/or the Deputy Assistant Secretary, serves as Consultant 
with respect to the following: 

1. Consults with senior officers in the area regarding the develop- 
ment and formulation of policy in the general field of trade and pay- 
ments, particularly with reference to the following: balance of pay- 
ments criteria for trade restrictions; discriminatory arrangements 
including bilateral trade and payments agreements; relations between 
the GATT and the International Monetary Fund; conditions and 
assistance necessary for progress toward convertibility; the effects 
of convertibility on trade patterns. 

2. Provides special consultative services to senior officers in the 
area on matters pertaining to economic and financial programs with 

articular reference to: financial and monetary policy; financial prob- 
ems in the establishment of exchange rates, restoration of banking, 
credit and fiscal systems; foreign exchange and foreign exchange 
control; guarantee progress; and general problems which arise in con- 
nection with Export-Import Bank loans, the International Monetary 
Fund, and the International Bank for Reconstruction and Develop- 
ment. 

3. As requested, studies, analyzes, and makes recommendations on 
economic and financial reports prepared by various offices and field 
missions of the department, and other government agencies, and other 
Governments for use of top officials of the Department. 


Consultant (WAE) GS-112-16 


Subject to general direction, serves as Consultant (WAE) to the 
Assistant Secretary of State for Economic Affairs on foreign economic 
problems of primary concern to the United States Government. 

As a recognized authority on varied phases of international eco- 
nomics, plans and completes special studies and assignments of the 
utmost importance in the development and implementation of our 
foreign economic policy objectives. 
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With regard to economic matters, participates in policy matters at 


the highest harrahs rvqunen tly necessitating participation at formal and 
informal] international meetings and discussions. 


Consultant (WAE) GS-113-15 


Subject to general executive direction, serves as consultant to the 
Department of State on the staff of the Director of the Office of 
Financial and Development Policy on highly confidential policy ques- 
tions in connection with the economic programs and financial policies 
which would most effectively contribute to the solution of the prob- 
lems in the Near East which have arisen largely as a result of the 
tensions existing between the Arab States and Israel as an aftermath 
of the establishment of the State of Israel, and the open hostilities 
between the two. Provides special consultative services to the Direc- 
tor and other top officials in the Department regarding the financial 
and economic aspects of the resettlement of the immigrants in Israel 
and the Arab refugees from Palestine. 

Participates in the formulation and development of this Govern- 
ment’s policy with regard to highly complicated and technical eco- 
nomic and financial problems involved in the program of aid to Israel 
and in administering aid to the countries of the Near East as pro- 
vided under the technical assistance program. 

Provides special advisory services to the Director and other top 
officials within the Department covering various technical aspects in 
the formulation and coordination of policy and action on matters per- 
taining to the economic and financial programs proposed for the Near 
and Middle East with particular reference to: (1) financial and 
monetary policy, (2) financial problems in the establishment of ex- 
change rates, restoration of banking, credit and fiscal systems, (3) 
foreign exchange and foreign exchange control, (4) guarantee programs, 
and (5) general problems which arise in connection with Export-Import 
Bank loans, the International Monetary Fund, and the International 
Bank for Reconstruction and Development. 

As requested, studies, analyzes, and makes recommendations on 
Economic and financial reports prepared by various offices and field 
missions of the Department, other government agencies, and other 
Governments for use of top officials of the Department. 


Consultant (WAE) GS-301-15 


Serves as Consultant (WAE) to the Secretary of State on organiza- 
tion and management matters of major concern in the Department of 
State, 

With wide experience in private industry and as a recognized au- 
thority in the field of public administration, serves as a member of 
the Secretary’s Public Committee on Personnel on organization and 
management matters. In this capacity participates in and advises 
on top policy matters including personnel organization. Plans and 
carries to completion important assignments and special studies 
involving development and implementation of management policies. 
In this regard, attends staff meetings to provide advisory and con- 
sultative assistance. 
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Consultant (WAE) GS-303-15 

Serves as WAE Consultant to the Department of State on major 
organization and management projects, requiring expert unio whales 
and experience in these fields. 

Studies, analyzes and makes recommendations with respect to 
broad and complex problems of organization and management, and 
interrelationship of functions and operating units of the Department 
of State, which are subject to sudden change, expansions or establish- 
ment of new organizations. Negotiations are conducted with high 
ranking officials of the Department and other agencies and requires 
the recognition and reconciliation of conflicting interests, attitudes and 
approaches. 


Expert (WAE) GS-130-15 


Subject to general direction, serves as Consultant (WAE) to the 
Secretary of State on international economics problems of major 
concern to this Government. 

As a recognized authority on varied phases of International 
economics, plans and carries to completion special studies, investiga- 
tions and assignments of the utmost importance in the development 
and implementation of our international foreign relations program. 

From the standpoint of international economics, participates in 
policy matters at the highest level, frequently necessitating participa- 
tion at formal and informal international meetings and discussions. 


Ill. NATURE OF APPOINTMENTS 


The duties of the position to be filled by appointment through the 
use of Public Law 600 or Schedule A, Section 6.101 (n), will be de- 
scribed in the same manner as for other positions, and will be allocated 
to a level in the Exempted Schedule (ES). All paid consultant 
positions will be described in sufficient detail so that a review will 
determine whether or not the position properly falls under a consultant 
or expert assignment. 

The Department does not generally consider the services of a con- 
sultant to be required in any position comparable to a GS-13 or below; 
or, in the case of expert assignments, in any position comparable to 
GS-11 or below. Proposed consultant appointments at Grade GS-13 


and below, and expert appointments at Grade GS-11 and below, must 
be submitted to the Civil Service Commission for pre-audit under this 
agreement. 

In determining whether excepted appointments of experts and con- 
sultants may be effected under appropriate authority, the following 
definitions will be used: 


Temporary employment is employment for a period of one year or 


less which is limited to work on programs, projects, problems, or phases 
thereof, requiring temporary service for which a need will not exceed 
beyond one year. 

ntermittent employment is employment which occurs occasionally 
or irregularly and is limited to work on programs, projects, problems, 
or phases thereof, requiring intermittent services. 

mployment which in the course of the first year of service or in any 
succeeding year of service aggregates more than one-half full-time 
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employment (i. e., more than 130 working days) will cease to be con- 
sidered as intermittent re and will be automatically con- 
verted to tempo employment. Such temporary employment 
may not be continued beyond the close of the service year in which the 
limit was exceeded. In those instances where assignments do not 
exceed 130 workdays in any given service year, there is no limitation 
on the number of consecutive years such assignments may continue. 

The maximum salary which the Department of State may allow to 
consultants and experts is the equivalent to the maximum salary rate 
of GS-15 unless a higher salary is specifically allowed by law. The 
salary rate is set at one of the steps within the range of the grade level 
it which the position is allocated. 


IV. QUALIFICATION STANDARDS AND CONTROL FOR PROPOSED 
INCUMBENTS 


In acting on specific cases, the Chief, Employment Division, Office 
of Personnel, Department of State, will determine that the qualifica- 
tions of the proposed incumbent, both as to length and degree of 
experience and training, fully meet the requirements of the position. 

Appointees will normally be required as a minimum to meet the 
standards in Civil Service Handbook X~-118, but, in addition, must 
have special or unusual qualifications such as standing in professional 
or technical societies, national or international reputation or prestige 
as an expert in a particular field, standing or position in the business 
world, specialized or concentrated training, experience or research, 
that qualifies them to serve as a consultant or expert. In cases 
where no published standards exist, the Department will be guided 
by standards applicable to closely related positions. Notations of 
standards will be made on the Request for Personnel Action (SF 52). 

Proposed appointments of consultants to perform operating 
functions are not approved by the Office of Personnel. Position 
descriptions are required in each case, in order that it may be deter- 
mined that the duties to be performed are appropriate for consultants, 
and Executive and Administrative officers are held responsible for 
insuring that consultants are used only as consultants. In case of any 
violation, oe steps will be taken by the Office of Personnel 
to correct the situation or terminate the appointment. 

Controls on limited appointments are established by the Service 
Control Unit at the time of appointment. Call-ups on all types of 
actions, including periodic pay increases, LWOP, limited appoint- 
ments, and so forth, are listed once a month for cases falling due in 
the succeeding 30-day period, and are routed to Personnel officers for 
appropriate action. 

V. RECORDING 


Appointments of all consultants and experts will be recorded on 
SF-50. All positions to which appointments are made will be re- 
corded on SF-75, and shown in the inventory system, whether with 
or without compensation. All WOC appointees will be required to 
sign a waiver. Others will be required to execute the oath of office. 








78 UTILIZATION OF EXPERTS AND CONSULTANTS 


vI 


Doubtful cases will be submitted to the Civil Service Commission 
for preaudit. 
oncur: 








































Arcu K. Jean, 
Chief, Employment Division, 
Department of State. 
Joun W. Macy, Jr., 
Executive Director, 
United States Civil Service Commission. 
Date approved, November 17, 1954. 


BUREAU OF THE BUDGET 


(Effected by correspondence between the Personnel Office, Bureau 

of the Budget, and the Executive Director, Civil Service Commission.) 

The Bureau’s annual appropriation act authorizes the Bureau to 

_ expend a certain amount for services.as authorized by Section 15 of the 

Act of August 2, 1946 (5 U.S. C. 55a), at rates not to exceed $50 
per diem. 

An agency such as the Bureau, with a small staff and a wide range 
of responsibitities, is unable to include on its staff specialists in every 
subject field in which it has responsibilities. It must, therefore, 
occasionally utilize the services of recognized authorities in specialized 
fields. These services usually consist of consultative advice on specific 
problems... Sometimes such services are needed, however, for the pro- 
secution of short-term factfinding surveys or similar projects which 
require specific knowledgg and capacities. As the Commission defines 
the terms, the Bureau uses both consultants and experts. 

Consultants and experts are employed both for assistance on prob- 
lems arising in substantive program areas of the Government (such 
as natural resources, social insurance, etc.) and on technical functional 
projects (such as management, statistical program plans, etc.). 
Consultants have been used, for example, to review the standards for 
determining whether individual water resources projects should be 
approved, for actuarial advice on social insurance, for advice on de- 
velopment of employment statistics, for assistance on transportation 
studies, etc. Experts have been used, or their use is contemplated, 
for civil defense decentralization and dispersal studies, overseas per- 
sonnel surveys, a project for disposal of surplus real property, etc. 
Those are examples, of which more are available. 

The appointments of experts are temporary in nature, while con- 
sultants are employed sometimes for temporary periods but more 
frequently on an intermittent basis. The compensation is usually at 
either the per diem rate of a GS-15 or at $50 per diem. It is never 
above $50 per diem. 

Many of the persons employed as consultants and experts are of a 
stature greater than that required at the highest career levels, and such 
persons are employed most often at $50 per diem (or else without 
compensation). In the remaining cases, where the individual’s 
record does not obviously add up to the highest career grades, his 
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compensation is fixed at an appropriately lower level, normally 
between $40 and $50 per day. 

Experts and consultants chosen by the Bureau of the Budget meet 
the qualifications standards prescribed in Handbook X-118 and, in 
addition, have special or unusual qualifications, such as national or 
international reputation or prestige, high professional standing, or 
specialized training or experience, that qualify them to serve as 
experts or consultants. 

he Bureau of the Budget exercises the same controls in appointing 
experts and consultants as in all other appointments. Plans and 
negotiations for the employment of an expert or consultant are de- 
veloped jointly between the operating unit and the personnel office, 
and the employment action is not effective until it has been docu- 
mented with the signature of the Personnel Officer and the Adminis- 
trative Assistant to the Director. 

A personnel folder is created for each expert and consultant. The 
folder contains, at a minimum, the following records: 

Standard Form 52 (Request for Personnel Action) 

Standard Form 50 (Notification of Personnel Action) 

Statement of task for which employed 

Form 57, or other record of appointee’s background 

Oath of office 
Payroll records show the time actually worked. The personnel and 
payroll records include all of the information listed as requisite in 
A7-41 of the Federal Personnel Manual. 

If the Bureau is in doubt of the propriety of using this authority in 
any contemplated employment action, the Bureau will consult with 


the Commission prior to acting upon the authority. 


EXPORT-IMPORT BANK OF WASHINGTON 


This general agreement between the Export-Import Bank of Wash- 
ington and the United States Civil Service Commission covering ex- 
cepted appointments of consultants and experts is entered into 

ursuant to Section A-7, pages 37 to 41, of the Federal Personnel 
Manual and shall be effective upon approval by said Commission. 


1. Legal Authorities Governing Appointments 


Appointments as required will be made under Section 15 of the Act 
of August 2, 1946 (5 U.S. C. 55a) and the appropriation act cover.ng 
the Export-Import Bank for the fiscal year in which appointments 
are effected. 


2. Classes of Experts and Consultants to be Appointed 


Appointments under the authorities covered in this agreement will 
be made only to positions clearly identified as consultant or expert 
positions and will not be made to positions which may be properly 
filled by competitive procedures. The advice and assistance of con- 
sultants or experts may be required on almost any aspect of the func- 
tions of the Bank. 

(The following types of consultant services are representative of 
those required by the Bank: 

Engineer consultants, expert in their field, to make inspections 
of foreign projects financed by the bank to evaluate properly the 
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soundness of the St ag presented in loan applications and to 
determine the relative importance of the various segments of 
the programs; 

Banking consultants, outstanding in the field of commercial 
— and investment, to render their advice regarding certain 
unusual financial problems that develop from time to time in 
connection with the international financing activities of the Bank.) 


3. Nature of Appointments and Compensation 


a. Appointments under the legal authorities cited above will be 
made on a temporary (full or part-time) or an intermittent basis as 
these terms are defined in the Federal Personnel Manual. 

b. Compensation will be fixed on a per diem when actually employed 
basis or on a fee basis, provided that under temporary appointments 
for service on a full-time basis compensation may be fixed at a per 
annum rate. Most appointments will be made at rates equivalent 
to grade GS-15. 


4. Qualification Standards and Controls for Insuring Compliance with 
this Agreement 

a. Appointees will normally be required as a minimum to meet the 
qualification standards prescribed in Handbook X-~-118, but, in 
addition, they must have special or unusual qualifications such as 
(1) high standing in professional or technical societies, (2) national 
or international reputation or prestige as an expert in a particular 
field of competence, (3) standing or position in business organizations, 
or (4) other specialized or concentrated training and experience that 

ualify them to serve as experts or consultants as defined in the 

ederal Personnel Manual, Section A-7. 

b. The responsible personnel official will review each proposed 
appointment to determine that— 

(1) The position is actually an expert or consultant position 
as defined in the Federal Personnel Manual. 

(2) The position is not one which can and properly should be 
filled by an appointment under the competitive civil-service 
procedures. 

(3) The proposed appointee is qualified as an expert or con- 
sultant. 

(4) The proposed appointment is in conformity with all ap- 
plicable statutes, regulations, decisions of the Comptroller 
General, this agreement, and related requirements. 

c. Upon completion of assignments, consultants and experts will 
submit a report on their findings and make recommendations to the 
Board of Directors of the Bank. The substance of such reports will 
also serve as a certification that the specific terms of the contract 
have been fulfilled. 


5. Records to be maintained 


An official personnel folder will be maintained for each cusioyes 
appointed to an expert or consultant position. The folder will con- 
tain the information prescribed in Section A-7, page 41, of the Federal 
Personnel Manual, the file copy of the letter of contract, and the 


SF-50 confirming the appointment. (Accounting records will reflect 
the time actually worked.) . 





UTILIZATION OF EXPERTS AND CONSULTANTS 81 


6. Submission to CSC of Doubtful Cases 

Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers @ particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 

Approved: 

For the Export-Import Bank of Washington: 

Joun R. Crown, 
Administrative Assistant to the Secretary. 
Date: February 18, 1955. 
For the United States Civil Service Commission: 


Joun W. Macy, Jr. 
Date: March 11, 1955. 





THE FARM CREDIT ADMINISTRATION 


This general agreement is made pursuant to Section A7-37 through 
41 of the Federal Personnel Manual as approved January 23, 1954, 
and issued February 8, 1954. 

In order that there may be mutual understanding of the effect of 
provisions of law authorizing the Farm Credit Administration and the 
Central Bank for Cooperatives to procure the services consultants 
and experts and to compensate them without regard to the Civil 
Service Act and Rules and the Classification Act of 1949, as amended, 
and of the provisions of Schedule A of the Civil Service rules authoriz- 
ing the appointment of experts for consultation purposes, it is agreed 
as follows: 


1. Authorities 


The authorities for the procurement of the services of consultants 
and experts by the Farm Credit Administration and the Central 
Bank for Cooperatives are as follows: 

Farm Credit Administration: Section 15 of Public Law 600, 
79th Congress, approved August 2, 1946, and the acts making 
appropriations for the Farm Credit Administration. Section 
6.101 (n) of Schedule A, Civil Service Regulations. 

Central Bank for Cooperatives: Section 6.101 (n) of Schedule 
A, Civil Service Regulations. 


2. Types of Services Procured from Consultants and Experts 


The services of consultants and experts will be utilized in those 
functions and activities in which the Farm Credit Administration 
and the Central Bank for Cooperatives are engaged, and in fields of 
inquiry and knowledge having a bearing thereon. Such services will 
generally be in the nature of studies, analyses, surveys, consultations, 
and advice. They will relate, for example, to such fields as agri- 
cultural credit, agricultural economics, financial conditions, land 
values, administration of farm credit laws and laws affecting the 
Farm Credit System, and management improvement. It is under- 
stood that the foregoing are examples of the nature of the services 
rendered by consultants and experts, and the subject matter dealt 
with, and that the Farm Credit Administration and the Central 
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Bank for Cooperatives are not confined to such examples in the 
procurement of services of consultants and experts. 


8. Tenure and Compensation 


The services of consultants and experts will be temporary or inter- 
mittent as those terms are defined in the Federal Personnel Manual 
at A7-39, approved January 23, 1954. Consultants and experts may 
be utilized on services that are intermittent as well as temporary; 
however, in some cases the services may be intermittent, in others 
the services may be full-time over part or all of a period of temporary 
employment. 

In the compensation of consultants and experts compensation rates 
established by the Classification Act of 1949, as amended, will be 
followed generally and where possible, with per diem rates being 
rounded out to the even dollar. In determining compensation 
reference will be made to the classification and qualification standards 
under that Act; exceptions to those standards will be made when that 
is considered necessary to obtain the services required by the agency. 
It is anticipated that compensation at or above the minimum of grade 
GS-13 will be paid in most cases, although where the nature of the 
services warrants, the compensation may be lower. 


4. Qualifications Standards and Controls 


The authorities to procure the services of consultants and experts 
will be construed to apply solely to persons coming within the defini- 
tions of the terms “consultant” and “expert” as contained in the 
Federal Personnel Manual at A7-39, approved January 23, 1954; 
except that a consultant whose services are procured pursuant 
to Section 15 of Public Law 600 may, but is not required to, meet 
the deviation of an expert. 

The authorities to utilize experts will not be exercised to procure 
services that can be satisfactorily performed by persons who are not 
experts. The authorities to utilize consultants will not be exercised 
to procure services to carry out operating functions. 


5. Records to be maintained 


In every case where services are procured on a basis clearly estab- 
lishing an employer-employee relationship, forms (including a 
Standard Form 50) will be completed and records maintained in 
accordance with the provisions of the Federal Personnel Manual 
at A7-41, approved January 23, 1954. 

In any case where contractual services are procured on a basis that 
does not clearly establish an employer-employee relationship the terms 
of the contract will be set forth in a letter to the consultant or expert. 
A copy of the letter and the acceptance will be entered in the journal 
for the day the peepee is dated. The purpose of this journal entry 
is to make the iaformation readily available to the Civil Service 
Commission for inspection of the transaction. Such other records as 
ma? be determined upon by the agency, will be maintained. 

ach transaction will have the prior approval of a person having 
appropriate employment authority, and such approval will constitute 
certification that the transaction is in conformance with the provisions 
of this agreement. It will be the responsibility of the official under 
whose direction the consultant or expert serves to see that the services 
rendered are within the limitations contained on the Standard Form 50 
and attachments thereto, or in the letter of contract. 
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6. Prior Approval of the Commission 

Transactions which come within the provisions of this agreement 
will not be submitted for prior approval of the Commission. 

If there is any question as to whether the procurement of services 
in any particular case comes within the authorities cited above or 
this agreement, prior approval of the Commission will be obtained. 
7. No Employer-Employee Relationship Hereby Established 

With respect to any particular consultant or expert, this agreement 
is not to be construed as an agreement that an employer-employee 
relationship does or does not exist. It is understood that any such 
determination shall rest with the authority having the responsibility 
for ultimate determination of a particular aspect of any case. 

R. B. Toorett, 
Governor. 

Date: October 25, 1954. 

Homer G. SMIra, 
Chairman, Board of Directors, Central Bank for Cooperatives. 
Date: October 20, 1954. 


Puitie Youna. 
Date: January 24, 1955. 


FEDERAL COMMUNICATIONS COMMISSION 
This agreement is made in accordance with provisions of Chapter 


A-7 of the Federal Personnel Manual. In view of the standards and 
regulations the Federal Communications Commission agrees to apply, 


the Civil Service Commission agrees to the appointment of experts and 
consultants by the Federal Communications Commission under the 
authority named in the agreement without specific prior authorization 
but subject to post audit by the Civil Service Commission. 


I, LEGAL AUTHORITIES UNDER WHICH APPOINTMENTS WILL BE MADE 


Appointments covered by this agreement will be made under the 
following authorities: 

(a) Section 15, Public Law 600, 70th Congress (5 U. S. C. 
55a), implemented by Public Law 112, 84th Congress (Inde- 
pendent Offices Appropriation Act, 1956). 

(b) Schedule A, Section 6.101 (n) of Civil Service Commission 
Regulations. 


II. CLASSES OF EXPERTS AND CONSULTANTS 


An expert is an individual who possesses excellent qualifications and 
a superior degree of attainment in a professional, scientific, technical 
or other field. His knowledge and mastery of the techniques, princi- 
ples, practices, methodology and problems of his specific field of 
activity, or of an area of specialization within the field, are clearly 
superior to that normally ssed by individuals of ordinary com- 
petence in the activity. His attainment is of such a degree that he 
will normally be recognized as an authority or as a practitioner of 
unusual competence and skill by other individuals engaged in the same 
profession, activity or occupation. Experts normally perform duties 
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such as developing and effecting solutions of operating problems of a 
highly technical nature, conducting responsible activities which are an 
integral part of operating procedure, and making operational decisions 
as specialists in a highly technical field of knowledge. Experts may 
have operational responsibilities during each period of actual duty 
since their primary function is to carry out specialized operations for 
which they are qualified by training and experience. 

A consultant is an individual who serves in an advisory capacity to 
an officer or instrumentality of the Government, as distinguished 
from an individual who serves as an officer or employee in the per- 
formance of the duties and responsibilities of the agency. He ex- 
presses his views or gives his opinions regarding problems or questions 
presented to him by the agency, but he » Jos not perform, or supervise 
the performance of, operating functions. Normally, he will be an 
expert in the particular field in which he advises. However, he need 
not necessarily be a specialist; his expertness may consist in his 
possession of broad administrative, professional, or technical experience 
of a high order which indicates that his ability and knowledge will 
render his advice of distinctive value to the employing agency. 

It is anticipated that most appointments of consultants and experts 
made in the Federal Communications Commission will be in the fol- 
lowing series: 

GS 301—General Administrative Officer 
GS 111—Business Economist 
GS-855—Electronic Engineer 

GS 510—Business Accountant 

GS 970—Attorney-Adviser 

It is expected that future appointments will be made in the above 
listed series but other series may be used if experience indicates that 
additional series are required. 

The following are examples of assignments to be made under this 
agreement but there may be additional assignments related to the 
network study launched by Public Law 112: 

(a) Serves as consultant to the Federal Communications Com- 
mission in its special study of radio and television network broad- 
casting. 

Advises and consults with the Commissioners with respect to scope 
and adequacy of studies and investigations being conducted, problem 
areas requiring special attention, legal questions arising during the 
study, and other matters. 

Consults with or attends conferences with high industry officials 
and Commissioners as required. 

(b) Serves as expert-consultant to the Federal Communications 
Commission on economic aspects of the network study. 

As an expert, plans and conducts studies relating to the marketing 
aspects of broadcasting which will require consultation with various 
interested groups in the broadcast industry. 

Prepares recommendations, reports, and findings based on such 
studies and consultations. 

(c) Serves as expert-consultant to the Federal Communications 
Commission on economic aspects of the network study. 

As an expert, plans and conducts studies relating to the function and 
operation of advertisers and advertising agencies as they affect net- 
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work station relationships which will require consultation with various 
interested groups in the broadcast industry. 

Prepares reports, recommendations, and findings based on such 
studies. and consultations. 


Ill. NATURE OF APPOINTMENTS AND COMPENSATION 


(a) Appointments will be made on a temporary basis in a part-time 
or full-time capacity (not to exceed one year), or on an intermittent 
basis (not to exceed 130 working days in one year) as these terms are 
defined in the Federal Personnel Manual, A7-39. 

(b) Compensation will be fixed in accordance with the Classification 
Act of 1949, as amended, for appointments under Section 6.101 (n) 
of the Civil Service Regulations. In other appointments, compensa- 
tion will be fixed in general conformity with the Classification Act 
of 1949, as amended, with due allowance for other relevant factors. 

(c) Compensation will be fixed on a per diem when actually em- 
ployed basis, provided that under temporary appointments for service 
on a full-time basis compensation may be fixed on a per annum basis. 

(d) Where the appointment is made for service on a time basis, the 
rate will be fixed in conformity with applicable statutory limitations. 
Ordinarily, appointments will be made at the GS-14 or 15 levels or 
their equivalents, but if warranted by circumstances may be made at 
a lower level. 


IV. QUALIFICATION STANDARDS AND CONTROLS FOR INSURING 
COMPLIANCE WITH THIS AGREEMENT 


(a) Appointees will normally be required as a minimum to meet 
the qualifications standards prescribed in Handbook X-118, but, in 
addition, must have special or unusual qualifications such as standing 
in professional or technical societies, national or international reputa- 
tion or prestige as an expert in a particular field of competence, stand- 
ing or position in the business world, specialized or concentrated train- 
ing, experience, or research, that qualify them to serve as experts or 
consultants. 

(b) The following controls will be established to insure compliance 
with the eement: 

(1) The records will reflect specific approval of each appoint- 
ment by the Federal Communications Commission. 

(2) The Personnel Officer will make a periodic review (semi- 
annually) of all such appointments for conformance with Civil 
Service Commission regulations, statutes, Comptroller General 
Decisions and the terms of this Agreement. 


Vv. RECORDS WHICH WILL BE MAINTAINED 


The personnel folder of appointees will contain the following infor- 
mation as required by the Federal Personnel Manual, A7-41: 
(a) Name of appointee, payroll title, rate of compensation, 
and date of entry on duty. 
(b) Type of appointment, i. e., intermittent or temporary, and 
tour of duty, if a regularly scheduled tour of duty is established. 
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(ec) A record of the time acnacys ily by the employee. 
—— Branch will supply this information from payroll 
records. 

(d) Statement of duties or services actually performed. 

(e) Standard Form 57 or a statement showing the qualifica- 
tions and background of the individual which fit him for appoint- 
ment as an expert or consultant. 


VI. SUBMISSION TO CIVIL SERVICE COMMISSION OF DOUBTFUL CASES 


Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers a particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 

Guoras C. McConnavueuey, 
Chairman. 


Joun W. Macy, Jr., 
United States Civil Service Commission. 


Date: September 21, 1955. 





FEDERAL MEDIATION AND CONCILIATION SERVICE 


This agreement made under provisions of the Federal Personnel 
Manual, A7-37 to 41, regarding the excepted appointment of Experts 
and Consultants, enables the Federal Mediation and Conciliation 
Service to effect appointments in the field of arbitration without prior 
approval of the Civil Service Commission, but subject to postaudit 
by the Commission. 

1. The legal authority under which such appointments will be made 
is 5 U.S. C. 55a when specifically authorized by appropriation acts 
for the Federal Mediation and Conciliation Service. 

2. The class of experts and consultants which the Service expects 
to appoint under this agreement will be Arbitrators. Their assign- 
ments will be to review the Service’s panel of Arbitrators, awards 
submitted by the Arbitrators, and determine whether fees charged to 
the parties are proper; and to recommend to the Director those 
Arbitrators best qualified to handle cases. 

3. It is anticipated that appointments will be made twice each vear 
and will be for approximately one or two days in each instance. The 
rate of pay will be $75.00 per day while actually employed. 

4. Selection will be made from among professional arbitrators 
possessing outstanding knowledge of the field of labor relations and of 
the history and methods of settlement of industrial disputes. Ar- 
bitrators will be selected whose broad experience in the field of arbitra- 
tion in a particular area of the country qualifies them to recommend 
to the Service those best qualified to handle cases, The persons 
selected must have had from 6 to 10 years’ experience in the arbitration 
field, must be members of arbitration associations such as the Ameri- 
can Arbitration Association or the American Academy of Arbitrators, 
and must be of such standing that their own awards have been pub- 
lished in the Labor Arbitration Report Series or comparable reference 
sources. 
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Appointments of arbitrators will be made only after approval by 
the Director of Administrative Management. The Office of Adminis- 
trative Management will make a periodic review of the status of 
appointments. 

5. The Service will maintain records as required by the Federal 
Personnel Manual on each appointment to enable the Commission’s 
inspection staff to post-audit such appointments. 
| 6. Any cases in which the Service is in doubt as to whether employ- 
ment should be effected under terms of this agreement or the legal 
authority for appointment will be submitted to the Commission for 
prior approval. 

Date: October 22, 1954. 

L. E. Eapy, 
Director of Administrative Management, 
Federal Mediation and Conciliation Service. 

Date: November 17, 1954. 

Joun W. Macy, Jr., 





By ; 
Executive Director, United States Civil Service Commission. 


FEDERAL TRADE COMMISSION 


This agreement is made in accordance with provisions of Chapter 
A-7 of the #ederal Personnel Manual. In view of the standards and 
regulations the Federal Trade Commission agrees to apply, the Civil 
Service Commission agrees to the appointment of experts and con- 
sultants by the Federal Trade Commission under the authority 
named in the agreement without specific prior authorization but 
subject to post audit by the Civil Service Commission. 


I, LEGAL AUTHORITIES UNDER WHICH APPOINTMENTS WILL BE MADE 


Appointments covered by this agreement will be made under the 
following authorities: 

(a) Section 15, Public Law 600, 70th Congress (5 U.S. C. 55a), 
ae by Public Law 428, 83d Congress (Independent 
Offices Appropriation Act, 1955). 

(b) Schedu e A, Section 6.101 (n) of Civil Service Commission 
Regulations, 


Il, CLASSES OF EXPERTS AND CONSULTANTS WHO WILL BE APPOINTED 


The employment of experts and consultants under this agreement 
will be in connection with the economic investigations conducted by 
the Federal Trade Commission, other investigations conducted at the 
request of the President, or either or both Houses of Congress, the legal 
casework of the Commission, and such other functions of the Com- 
mission as may from time to time require such services. 

The following are rear age of assignments on which experts or con- 
sultants may be employed: 

As an authority on the classification and identification of fur and fur 
ig hr to advise members of the staff of the Division of Wool and 

ur labeling on the preparation of proposed rules and regulations 
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under the Fur Products Labeling Aet; and to conduct a temporary 
course of study, with classroom exhibits and material, for the train- 
ing of the investigating staff in the proper identification of such 
products. 

As a specialist on commodity exchanges, to consult with and advise 
the members of the staff of the Division of Economic Evidence and 
Reports as to the theory, functions, regulation, and operative proced- 
ures of commodity exchanges, and to advise on the preparation of that 

rtion of the Commission’s report on the causes of the sharp increases 
in ow prices of coffee which related to the operations of commodity 
exchanges. 

As a transportation and rate expert particularly experienced in 
traffic matters, basing point and freight rates, to assist the trial attor- 
ney in charge in the preparation for trial and trial of a difficult restraint 
of trade case; to analyze testimony submitted in justification of cost 
and pricing practices; to suggest areas of interrogation in direct testi- 
mony, on cross examination, or in rebuttal; and to testify as an expert 
on the character, extent, and effects of basing point and other pricing 
practices. 

As a specialist in the development of economic programs and 
economic analyses of competitive relationshivs, to consult with and 
advise the economic staff of the Commission with respect to its current 
series of investigations of mergers and of acquisitions by one corpora- 
tion of the stock and/or physical assets of competing corporations. 
Such consultation and advice will pertain to the scope and techniques 
of investigation, to the selection and precedence of industries to be 
studied, to practices peculiar to a particular industry, or to conclusions 
and recommendations as a result of any such investigation. 






Ill, NATURE OF APPOINTMENTS, AND COMPENSATION 


Appointments to be made under the authorities cited will be on a 
temporary (full or part time) or intermittent basis, as those terms 
are defined in the Federal Personnel Manual. Temporary appoint- 
ments will be for not to exceed one year; those made on an intermittent 
basis will be for not to exceed 130 working days a yea-. 

For appointments under Schedule A, Section 6.101 (n) of the Civil 
Service Regulations, compensation will be fixed in strict accordance 
with the Classification Act of 1949, as amended. For other appoint- 
ments compensation will be fixed in general conformity with the 
Classification Act, as amended, with due allowance for other relevant 
factors, such as the rates and fees paid for comparable services for 
non-Government organizations: special qualifications of the appointee; 
unusual financial burdens to which the appointee may be subject in 
the course of his work, unusually onerous conditions of work, including 
tight deadlines to be met, work required outside normal workin 
hours, and the like; the rate required to obtain the services of bo 
eepents and consultants in competition with other offers, and related 
actors. 

Compensation will be fixed on a per diem, when actually employed 
basis, provided that under temporary appointments for services on & 
full-time basis compensation may be fixed on a per annum. basis. 
Where arrangement is made for service on a part-time basis, the rate 
will be fixed in conformity with applicable statutory limitations. 
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Ordinarily appointments. will be made at the GS-13, GS-14 or 
GS-15 level, or their equivalents, but where circumstances warrant 
appointments may be made at lower levels. 


IV. QUALIFICATIONS STANDARDS AND CONTROLS 


Appointees will normally be required to meet the minimum 
standards set out in Handbook X-118 and in addition will have special 
or unusual qualifications such as national or international reputation 
or prestige as an expert in a particular field of competence, standing or 
position in the business world or in professional or technical circles, 
or specialized or concentrated training, experience, or research that 
qualify them to serve as experts or consultants. 

Controls will be established to insure that appointments to expert 
on consultant positions will be in accord with this agreement, as 
ollows: 

(a) Records will reflect specific written approval by the Direc- 
tor of Personnel of each appointment made under this agreement; 

(b) A periodic review, normally on a quarterly basis, will be 
made by the Director of Personnel of pe such appointment to 
determine its continued necessity and conformance with Civil 
Service regulations, statutes, Comptroller General decisions, and 
the terms of this agreement. 


Vv. RECORDS TO BE MAINTAINED 


The records required by the Federal Personnel Manual (A7-41) 
will be maintained on each appointment under this agreement to 


permit inspection by the Civil Service Commission. <A record of the 
time worked will be posted on a quarterly basis in the expert’s or 
consultant’s personnel folder maintained in the Personnel Office, but 
the Payroll Office will maintain the current time records. 


VI. SUBMISSION OF DOUBTFUL CASES TO CIVIL SERVICE COMMISSION 


Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers a particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 

Atex ————_ Jr., 
Executive Director. 
Joun W. Macy, Jr. 
Date: April 5, 1955. 


FOREIGN CLAIMS SETTLEMENT COMMISSION 


This ement is made pursuant to Section A7, 37-41, of the 
Federal Personnel Manual. Under the terms of this agreement the 
Civil Service Commission authorizes the Foreign Claims Settlement 
Commission to employ experts and consultants without specific prior 
approval of the Civil Service Commission, but subject to post audit 
by that Commission. 
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1. Legal authorities wnder which appointments will be made 

A. Section 15, Public Law 600: When specifically authorized by 
an appropriation act or other act (such as Public Law 663, 83rd 
Congress, Ch. 8, Independent Offices). 

B. Schedule A, Section 6.101 (n) of the Civil Service Commission 
Rules and Regulations. 


2. Classes of Experts and Consultants which will be appointed 
Introduction: 


Foreign Claims Settlement Commission expects to employ experts 
and consultants in assignments in the various fields as may be en- 
countered in carrying out the provisions of the Reorganization Plan 
No. 1 of 1954 and as may be necessary to carry out subsequent 
legislation. 

A. Such assignments will require individuals possessing expert 
knowledge of various phases of international law appointed to advise 
or render assistance in the development of legal policies and criteria 
to be considered in administering international claims programs. 

B. Individuals possessing an expert knowledge of the laws and legal 
practices of one or more foreign nations. 

C. Individuals possessing a comprehensive knowledge of the struc- 
ture and methods of government administration and the customs of 
the people of one or more foreign nations. 

D. Individuals possessing such other expert or technical knowledge 
as may be re inet to accomplish the program objectives of the Com- 
mission. Such experts may include but are not limited to those in the 
fields of architecture, engineering, finance, realty appraisal, securities 
evaluation, military law, maritime law, religion, banking and export- 
import commerce. 


8. Nature of Appointments and Compensation 


A. Appointments will be made on a temporary basis in a part-time 
or full-time capacity (not to exceed one year), or an intermittent basis 
(not to sacoad 130 days in a year) as these terms are defined in the 
Federal Personnel Manual. 

B. Compensation will be fixed in accordance with the Classification 
Act of 1949, as amended, for appointments under Section 6.101 (n) 
of the Civil Service Commission Rules and Regulations. In other 
appointments, compensation will be fixed in general conformity with 
the Classification Act of 1949, as amended, with due allowances for 
other relevant factors. 

C. Compensation will be fixed on a per diem when actually em- 
ployed basis, provided that under temporary appointments for 
—— on a full-time basis compensation may be fixed on a per annum 

asis. 

D. Where the appointment is made for service on a time basis, 
conformity with applicable statutory limitations will be met. Ordi- 
narily, appointments will be at the GS-13 through GS-15 levels or 
their equivalent. 


4. Qualification Standards and Controls for Insuring Compliance with 
This Agreement 
A. Appointees are on as a minimum to meet the qualifica- 
tion standards prescribed in Handbook X-118, but in addition, must 
have special or unusual qualifications, such as— _. 
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High professional standing; 

National or international reputation or prestige as an expert 
in a particular field of competence; 

Standing or position in the business world; 

Exceptionally contacts with high level (cabinet rank 
or equivalent) officials of a foreign government with which 
the Commission expects to deal; 

Exceptionally good knowledge and understanding of the 
various activities of a particular nation, its government and the 
factors which prevail in its economy; 

Specialized or concentrated training, experience or research, 
that qualify them to serve as experts or consultants. 

B. The following controls will be established to insure compliance 
with the agreement: 

(1) The records will reflect specific contract drawn up for the in- 
dividual and signed by the Chairman, Foreign Claims Settlement 
Commission or his delegate. 

(2) The Personnel Office and Office of the Executive Director will 
make a periodic review of all such appointments for conformance 
with Civil Service Commission Rules and Regulations, Comptroller 
General Decisions and terms of this agreement. 


5. Records which will be maintained 


Official Personnel Folder—for each appointee—will contain job 
description, Standard Form 57, Standard Form 50, copies of con- 
tracts or equivalent. Fiscal Office will maintain copies of vouchers 
submitted by appointee indicating time worked and the distribution 
thereof over the period of employment. 


6. Submission to Civil Service Commission of Doubtful Cases 


Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers a particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 


7. Termination of Agreement 
This agreement becomes effective upon the date of signature of 
both parties and is subject to termination by either party upon 
specific written notice giving reason of termination. 
Rosert A. Kennepy, 
Executive Director, Foreign Claims Settlement Commission. 
Joun W. Macy, JR., 
Executive Director, Civil Service Commission. 
Date: March 5, 1955, 





FOREIGN OPERATIONS ADMINISTRATION 


This General Agreement is made pursuant to section A7-37 to 41 
of the Federal Personnel Manual. In view of the standards and other 
requirements which the Foreign Operations Administration hereby 
azrees to observe and apply, the Civil Service Commission agrees to 
permit the Foreign Operations Administration to effect appointments 
of experts and consultants under the legal authorities cited in Section 

81067—56——7 . 
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I below without specific prior authorization in such case, subject to 
post audit by the Commission. Consultant and expert positions over- 
seas are excluded from this agreement, 


I. LEGAL AUTHORITY 


The following items of legislation extend to the Director of the 
phate Operations Administration authority to employ Consultants 
and rts: 

A. The Economic Cooperation Act of 1948, As Amended (Public 
Law 472, 80th Congress; 22 U.S. C. 1501-1522; 62 Stat. 137)—Section 
104 (e) provides: 

‘“* * * Experts and consultants or organizations thereof, as au- 
thorized by section 15 of the Act of August 2, 1946 (U.S. C., title 5, 
sec. 55a), may be employed by the Administration, and individuals 
so employed may be compensated at rates not in excess of $50 per 
diem and while away from their homes or regular places of business 
they may be paid actual travel expenses and not to exceed $10 per 
diem in lieu of, subsistence and other expenses while so employed.” 

B. Title TV of the Foreign Economic Assistance Act of 1950 (Public 
Law 535, 81st Congress; 22 U.S. C. 1557; 62 Stat. 137) also known as 
the Act of International Development, Section 413 (f) provides: 

“Experts or consultants or organizations thereof may be employed 
as authorized by Section 15 of the Act of August 2, 1946 (5 U.S. C. 
55a), and individuals so employed may be compensated at a rate not 
in excess of $75 per diem.” 

C. The Mutual Defense Assistance Act of 1949, as amended, 
(Public Law 329, 8lst Congress; 63 Stat. 719; 22 U. S. C. 1577)— 
Section 406 (c) provides: 

“Technical experts and engineering consultants, not to exceed 
fifteen persons at any one time, as authorized by section 15 of the 
Act of August 2, 1946 (U. S. C., title 5, sec. 55a), required for the 

urposes of this Act, may, if the President deems it advantageous 
or the purposes of this Act and if in his opinion the existing facilities 
of the agency concerned are inadequate, be employed by any agency 
performing functions under this Act, and individuals so employed 
may be compensated at rates not in excess of $50 per diem.” 

D. Extending Legislation: The various authorities cited above are 
still effective as the result of subsequent Congressional enactments. 
For the record, and to facilitate identification of legislative intent, the 
following references are briefed: 

1. The Mutual Security Act of 1951 (Public Law 165, 82d Congress; 
65 Stat. 373).—This statute covered in all of the previously cited 
items of legislation in terms authorizing the President to exercise the 
various functions described therein through the newly provided frame- 
work of the Office of the Director for Mutual Security in the Executive 
Office of the President and through the newly established Mutual 
abi Agency “which shall be headed by the Director for Mutual 

curity.” 

Section 502 (b) (2) of the Mutual Security Act of 1951 transferred 
to the Director for Mutual Security ‘the powers * * * conferred 
* * * by the Economic Cooperation Act of 1938, as amended, and by 
any other law, but no such powers * * * shall be exercised after 
June 30, 1952, except as provided in subsection (c) of this section.” 
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Section 502 (c) directed the President to inform Congress not later 
than April 1, 1952, as to which of the powers transferred by Section 
502 (b) (2) were considered necessary for extension beyond June 30, 
1952. 

Such report having been made, Congress provided for continuation 
of the power to appoint Consultants and Experts by extending Section 
104 (e) of the ECA Act of 1948 in Section 7 (c) of the Mutual Security 
Act of 1952 (also cited as Section 503 (c) of the Mutual Security Act 
of 1951, as amended). 

Further, Section 547 of the Mutual Security Act of 1951, as amended 
by Section 706 of the Mutual Security Act of 1953, made available to 
the Director, for use in “any economically underdeveloped area,” the 
applicable administrative provisions of either the Mutual Security Act 
or the Act for International Development. 

2. Reorganization Plan No. 7 of 1953.—This Presidential proposal 
became law as of August 1, 1953, consolidating into the Foreign 
Operations Administration the four agencies previously designated as 
the Office of the Director for Mutual Security, the Mutual Security 
Agency, the Technical Cooperation Administration, and the Institute 
of Inter-American Affairs. Section 2 of the Reorganization Plan No. 
7 transferred to the Director of the Foreign Operations Administration 
all fun tions and powers, including those involving the appointment 
of Consultants and Experts. 


Il. USE OF CONSULTANTS AND EXPERTS 


Expert and Consultant positions, as the terms are used in this 
agreement, are defined in the Federal Personnel Manual, A7-39. 


Excepted appointments under the authorities cited in this agreement 
P P g 


will be made only to positions clearly identified as Consultant or 
Expert positions covered by this agreement, and not to positions which, 
according to law and reeebiea, should be filled by competitive por- 
cedures. Accordingly, this agreement cannot be used to obtain 
personal services pending the processing of appointments to positions 
under other appropriate procedures. 

Because of the diverse programs in which the Foreign Operations 
Administration participates, actianks and Experts may be required 
in a wide variety of occupational fields, including, but not necessarily 
limited to, the following: agriculture, public health, education, indus- 
trial development, economics, public administration, trade, labor 
affairs, taxation, private investment, transportation, social welfare, 
engineering and construction. Each of these fields includes various 
specializations. 

The following are a few examples of specific duties assigned to 
Consultants or Experts: 

A. Serves on a Board of Consultants to the Office of Agriculture 
and Natural Resources. Consults with and advises the Staff of the 
office and other key officials on programs related to food production 
and marketing, water resources, agricultural extension system organ- 
ization and management. Advises on the organization of regional 
and international congresses, conferences, and seminars in the fields 
cited, participating on occasion by conducting sessions or delivering 
addresses on specialized subject-matter. As requested, will review 
assistance programs being conducted in individual countries and will 
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report to the Director, FOA, and the Director, Office of Agriculture 
and Natural Resources, on the accomplishments and deficiencies of 
the program, including recommendations for correction of deficiencies, 
reorientation of the program, supplementation or deletion of projects, 
etc. 

B. Advises officials of FOA on technical aspects of regional and 
town planning, aided-self-help-shelter improvement, development of 
indigenous materials for building low-cost housing, agriculture and 
engineering, housing economics and administration, ete. Visits for- 
eign countries to confer with and advise FOA Mission officials and 
representatives of foreign governments in the specialties cited. Ad- 
vises and assists in orientation of new employees in field techniques. 
Serves as a consultant on contract negotiations. 

C. Serves as expert in reviewing applications submitted by private 
firms through foreign government for faith to be used in modernizing 
steel production and fabrication plants. Review process will be pri- 
marily technical and engineering in nature, requiring analysis of blue- 
prints and other documents describing changes proposed in produc- 
tion and fabrication systems, survey of existing facilities to determine 
propriety and pe soe of new equipment and processes to basic 

lant, analysis of cost factors to co or revise savings and other 
nefits claimed, and evaluation of results of each modernization proj- 
ect when related to total market situation. Conclusions of study and 
detailed recommendations as to action on each application will be 
made to Industrial Resources Division FOA/W. 

D. Will serve as a member of 3-man team of experts to surve 
industrial, economic, and monetary aspects of (foreign country) with 
heen reference to current atmosphere for private investment 

y foreign nationals. Special emphasis is to be placed upon building 
the country’s economic strength through such foreign investment. 
Will advise (foreign country) Government officials on measures 
designed to encourage investment of foreign private investors and 
of assisting them in their investment projects. Complete reports 
and recommendations will be submitted to the Deputy Director, 
FOA/W. 

E. Serves as Chief ConsuJtant on Power to the Director, Industrial 
Resources Division. Participates in surveys, review of projects and 
negotiations involving the most complex problems of electric power 
sapere distribution, and procurement in all sections of the world. 

fill advise FOA officials and officers of foreign governments as to 
methods, facilities, and equipment available and applicable. 


Ill, NATURE OF APPOINTMENT 


Depending upon the specific nature of the duties involved in each 
particular case, appointments may be: 

1. Temporary, full or part time, not in excess of one year. 

2. Intermittent, which may be of limited or indefinite duration, 
but which may not aggregate more than one half of full-time employ- 
ment, i. e., more than 130 working days, in any one year of service. 


IV. COMPENSATION 


Compensation for services of Consultants and Experts will gener- 
ally be determined on the basis of both the duties and responsibilities 


yo te ot. ne. a. ae 
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involved in the specific assignment and on the qualifications of the 
pro appointee. Statements of the assignments of Consultants 
and Experts will be ven advisory classification determinations to 
guide the Director or his designees in fixing rates of pay. To assist 
in yout A uniformity of determinations the criteria provided by 
pnd he rvice Commission for By oon gg pamap and 
qualifications examining processes wi utiliz A to the ex- 
tent to which they are applicable. Projection of the criteria will be 
resorted to when the basic factors exceed the limits (GS-15) of the 
CSC guides. 

Actual per diem rates usually will be expressed in five-dollar multi- 
ples on a pay plan ranging from $20 to $75. Most determinations 
may be expected to fall within the levels from $40 to $50, with only 
occasional use being made of the extreme segments of the total range. 

Additional payment in lieu of subsistence will be made in accord- 
ance with current statutory or regulatory authorizations. 


V. QUALIFICATIONS STANDARDS 


Every person selected for appointment as a Consultant or Expert 
must meet the following three standards and requirements: 

A. As a minimum qualification requirement, he must possess the 
basic technical competence prescribed in Civil Service Commission 
Handbook X~118, “Qualifications Standards Covering Noncompeti- 
tive Actions and Agency Recruiting”’; 

B. In addition, he must have special or unusual qualifications that 
quay him to serve as a consultant or expert as these terms are de- 

ned in the Federa) Personnel Manual, A7-—39; and 

C. He must possess the factors of personality and adjustability 


found to be essential in activities relating to the foreign operations of 
the United States. 


VI. ADMINISTRATIVE CONTROLS 


To ensure compliance with the provisions of this agreement the 
following administrative controls will be observed: 

A. Complete and detailed explanations and instructions concernin 
the appointment of Consultants and Experts will be part of the FO 
Manual of Orders distributed to all personnel of the agency. 

B. All requests for appointment of Consultants and Experts, before 
referral to the Office of Personnel for action, will be reviewed and 
countersigned, if approved, by the appropriate Deputy Director or 
Deputy to the Director of Foreign Operations, or by the person to 
whom this responsibility has been delegated. 

C. A thorough review of the duties of the position and the required 
Nakao gg will be made by the appropriate units of the ce of 

ersonnel, and final approval for the Office will be given by the Direc- 
tor of Personnel or his immediate designee. 

D. For basic administrative purposes, as well as contributing to 
assurance of compliance, all recommendations for appointment of 
Consultants and erts will be subject to final review and approval 
by the Director of Foreign Operations, unless otherwise —- 

E. Regular periodic review, at least every six months, of the status 
of appointments of Consultants and Experts will be made by the 
Office of Personnel. 
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VII. RECORD OF ACTIONS 


Complete data necessary for adequate inspection by the Civil 
Service Commission will be maintained on each appointment of a 
Consultant or Expert in the official personnel folder of the appointee. 
The following provision will be made for each of the items minimally 
prescribed in Chapter A7-41 of the Federal Personnel Manual: 

A. Name of appointee, payroll title, rate of compensation, date of 
entry on duty, type of appointment, duration, and tour of duty will 
recorded on Standard Form 50—‘Notification of Personnel 

ction’. 

B. The statement of duties or service actually to be performed will 
be recorded on Standard Form 75—‘‘Position Description’ or an 
entirely adequate substitute therefor, sueh as a fully detailed memo- 
randum, FOA Form 6—Airgram Personnel Action Request, or SR 
Form 83—Application for Technical Assistance. 

C. The qualifications and background of the individual involved 
will be recorded on Standard Form 57—Application for Federal Em- 
ployment, or an entirely adequate statement containing full details 
of education, experience, earnings, etc. 

D. The record of time actually worked by the appointee will be 
recorded by appropriate administrative personnel on Standard Form 
1130, Time and Attendance Report, and will be kept as part of the 
payroll records in the Office of the Comptroller, FCA. 


VIL. DOUBTFUL CASES 


Whenever the review of a proposed action raises doubts as to full 
compliance with the terms of this agreement, with the legal authority 
involved, or with the provisions of Section A7—37 to 41 of the Federal 
Personnel Manual, the Foreign Operations Administration will submit 
the case to the Civil Service Commission for pre-audit. 


IX. EFFECTIVE DATE 


This agreement becomes effective on the date when authorized 
representatives of both parties have affixed their signatures hereunto. 
R. E. Pererson, 
Director of Personnel, 
Foreign Operations Administration. 


Joun W. Macy, Jr., 
Executive Director, 
United States Civil Service Commission. 
Date: September 1, 1954. 


Date: September 1, 1954. 


GENERAL SERVICES ADMINISTRATION 


In order to facilitate the es of experts and consultants, 


the following agreement is hereby entered into between the U. 8. Civil 
Service Commission and the General Services Administration in 
Washi n, D. C., to be effective upon approval. This agreement 
will apply throughout the General Services Administration, including 
both the departmental and field service. 
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a. The General Services Administration may appoint experts and 
consultants, under proper | authority, without specific prior 
authorization in each individual case, but subject to post audit by the 
Commission. Such appointments will be effected under authority 
contained in Section 15, Public Law 600, 79th Congress, and Sec- 
tion 208 (b), Public Law 152, 81st Congress, as Amended, in accord- 
ance with the provisions of said statutes and any applicable executive 
orders, decisions of the Comptroller General, and instructions of the 
Civil Service Commission. 

b. Experts and consultants will be utilized by GSA only as required, 
to render special services, opinions, and advice not obtainable through 
usual channels of recruitment on matters essential to the accomplish- 
ment of assigned functions and responsibilities under the Federal 
Property and Administrative Services Act of 1949, as Amended. 

Examples of specific assignments requiring specialized services, 
Opinions, and advice include: 

(1) the development and review of specifications and standards 
for various classes of commodities procured by GSA for Federal 
agencies. 

F(a) studies of special problems and improved methods, tech- 
niques, and practices relative to the procurement, storage, 
inspection, distribution, and transportation of various specialized 
commodities such as furniture, rubber, minerals, paper, etc., and 
various strategic and critical materials for the national stockpile. 

(3) special studies of government supply policies, operations, 
and programs from a broad industry standpoint. 

(4) special studies requiring outside expert services, advice, 
and consultation on particular problems and developments in the 
real and personal property management fields. 

(5) special studies and assignments requiring the services, 
advice, and opinions of experts and consultants on specific prob- 
lems and projects peculiar to GSA in the fiscal, legal and manage- 
ment, fields. 

(6) special projects in the fields of archival science and records 
management. 


c. All appointments of experts and consultants shall be limited to 
the specific period during which the need for their services can be 
anticipated, 

Appointments shall be on a full-time or part-time temporary basis 
not to exceed one year or on an intermittent basis for occasional or 
irregular periods of time not to exceed 130 days in any one year. 

Experts and consultants shall be compensated at rates determined 
as appropriate for the services rendered, but not in excess of $45.00 
per day. Such rates shall generally be fixed within a range of $30.00 
to $45.00 per day, varying in multiples of $5.00. 

d. Experts and consultants employed in accordance with this agree- 
ment shall possess outstanding experience and ability such as to 
justify recognition as authorities in their particular fields of activity. 

he appointing officer shall determine in relation to the nature of 
work or services to be performed that appointees do, in fact, qualify 
as experts or consultants, as defined by the Civil Service Commission. 
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The following factors will be considered in making such determi- 
nation: 
(1) educational background. 
(2) length and level of experience. ; 
(3) stature of individual in his field of work or area of speciali- 
zation. 
(4) present and proxies employment income, 

The appointments of all pos as experts or consultants must. 
have the prior approval of the Administrator. The Director of 
management will determine that all such ge conform with 
this agreement and meet all legal and regulatory requirements prior 
to the effective date of appointment. 

_ The Personnel Division will make a periodic review of the services 
rendered by experts and consultants to insure that all appointments 
are in accord with this agreement. 

e. The Personnel Division will maintain personnel folders and, 
service record cards (SF-7) for all such appointees in the same manner 
as for regular full-time employees. A record of the time actually 
worked by such employees also be maintained. 

f. Whenever there is doubt concerning the propriety of employing 
an expert or consultant under the terms of this agreement, the recom- 
mendation will be submitted to the Commission for approval prior to 


being effected. 
E. F. Mansurg, 


Administrator, General Services Administration. 


_ Partie Youna, 
United States Civil Service Commission. 
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Date: August 9, 1954. 







HOUSING AND HOME FINANCE AGENCY, OFFICE OF THE ADMINIS- 
TRATOR 


This Agreement is made pursuant to Chapter A7 of the Federal 
Personnel Manual. In view of the standards and regulations which 
the Housing and Home Finance Agency, Office of the Administrator 
agrees to apply, the Civil Service Commission agrees to the appoint- 
ment of experts and consultants by the Housing and Home Finance 
Agency, Office of the Administrator, under the authorities named in 
the agreement without specific prior authorization, but subject to 
post audit by the Commission. 


1. Legal authorities under which appointments will be made 
Appointments under the following authorities shall be covered by 
this agreement: 
a. Section 15, Public Law 600 when specifically authorized by 


an Rg EO act or other act, and 
b. Schedule A, section 6.101 (n) of the Civil Service Regulations. 


2. Classes of Experts and Consultants which will be appointed 
Generally, experts and consultants employed under this agreement 
will, from time to time, be utilized by the Administrator in nearly 
every functional area of the Housing and Home Finance Agency. 
The following are examples of fields in which the Agency may wish to 
employ experts or consultants: 
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a. In the field of mortgage banking and finance.—As consultants, to 
advise on a general approach to or the specific elements of mortgage 
banking or mortgage nates problems and programs, or to render 
ey assistance on these matters. 

uch expert advice and consultation may be in one or more of the 
following: 

(1) Identification of the specific financial, legal and financial 
management problems in the acceleration of the flow of mortgage 
money between different regional money markets. 

(2) Formulation of specific operating programs and standards 
in mortgage banking, mortgage insurance, and the secondary 
mortgage market. 

(3) Advice concerning methods of encouraging the flow of 
mortgage money into minority housing, cooperative housing, low 
rent housing, neighborhood renewal project, college housing, and 
other fields of housing experiencing diffioulties in obtaining mort- 
gage funds. 

(4) Advice on the effect of proposed governmental mortgage 
finance policies on the national economy. 

b. In the field of real estate dispesal, appraisal, and management.— 

As consultants, to advise the Agency regarding business methods of 
real estate disposal, appraisal, ond manrgement as they affect present 
or proposed programs, or to render expert assistance on these matters. 

c. In the field of prefabricated and demountable housing— As con- 
sultants, to consult and advise on the design, production, transporta- 
tion, installation and use or livability of prefabricated, mobile, and 
portable-demountable housing. 

d. In the field of construction finance.— As consultants, to advise on 
approaches to encourage a flow of credit to builders, and the related 
problems of credit terms in the building supply market. 

e. In the field of urban sociology.—As consultants, to advise regard- 
ing the principles of urban sociology applied to housing problems. 

{. In the field of economics.—(1) Rs consultants, to advise on the 
general effect of the housing program in the national economy and in 
the development of new housing programs in keeping with the changes 
with the national economy. 

(2) As consultants, to advise regarding the application of urban 
land economies to agency programs. 

g. In the field of market analysis ——As consultants, to advise regard- 
ing the application of market analysis techniques to the housing 
market and the development of market analysis programs for the 
Agency, local public agencies and private interests, or to render expert 
assistance on these matters. 

h. In the fields (technical) of architecture and engineering.—As expert 
consultants, to advise in the technical architectural and engineering 
aspects of community facilities, building demolition, heavy and light 
construction, etc. Such advice and expert assistance may be in the 
development and in practical Srencaton of new techniques, design, 
construction inspection, and livability. 

i. In the field of community planning.—As consultants, to advise 
regarding the principles and standards of community planning, par- 
ticularly as they apply to smaller communities without a general 
plan interested in participation in the urban renewal and redevelop- 
ment programs, and to render expert assistance on these matters. 
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j. In the fields of urban renewal, building codes, and urban r 
ment.—As consultants, to advise r ing ge at ty methods and 
techniques of urban renewal urban evelopment ineluding 
building codes development and administration, neighborhood con- 
servation, encouragement of private investment in urban redevelop- 
ment and renewal and municipal finance, and to render expert 
assistance on these matters. 


8. Nature of Appointments and Compensation 

a. Appointments under the authorities cited above will be made on 
a temporary, full- or part-time (not to exceed one year), or intermit- 
tent basis (not to exceed 130 days in a year) as defined in the Federal 
Personnel Manual. 

b. Compensation will be fixed in accordance with the Classifica- 
tion Act of 1949, as amended, for appointments under Section 6.101 
(n) of the Civil Service Regulations. In other appointments, com- 
pensation will be fixed in general conformity with the Classification 
Act of 1949, as amended, with due allowance for other relevant 
factors. 

c. Compensation will be fixed on a per diem when actually employed 
basis, provided that under temporary appointments for service on 
full-time basis compensation may be fixed on a per annum basis. 

d. Where the appointment is made for service on a time basis, the 
rate will be fixed in conformity with applicable statutory limitations. 
Ordinarily, appointments will be made at the GS-14 or 15 levels or 
their equivalents, but if warranted by circumstance may be made at 
a lower level. 


4. Qualification Standards and Controls for Insuring Compliance With 
This Agreement 

a. Appointees will normally be required as a minimum to meet the 
qualifications standards prescribed in Handbook X-118, but, in 
addition, must have special or unusual qualifications such as standing 
in professional or technical societies, national or international reputa- 
tion or prestige as an expert in a particular field of competence, 
standing or position in the business world, specialized or concentrated 
training, experience, or research, that qualify them to serve as experts 
or consultants. 

b. The following controls will be established to insure compliance 
with the Agreement: 

(1) The records will reflect specific written approval of each appoint- 
ment made under this Agreement by the Administrator. 

(2) The Director of Personnel, ce of the Administrator, will 
make a periodic review of all such appointments for conformance 
with CSC regulations, statutes, Comptroller General Decisions and 
the terms of this Agreement. 

5. Records which will be maintained: 

The records required by the Federal Personnel Manual (Chapter 
A7-41) will be maintained to permit inspection by the Civil Service 
Commission. Records of time worked will be posted to the consult- 
ant’s or expert’s personnel folder maintained in the Personnel Branch 
on a quarterly basis, but the payroll office will maintain the current 
time records. . 
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6. Submission to Civil Service Commission of Doubtful Cases: 
Whenever it is found that there are factors connected with the 

appointment of an expert or consultant varying from the conditions 

specified in this agreement, or where there is doubt that the agreement 

covers a particular action, the case will be submitted to the Civil 

Service Commission for prior approval. 

7. Termination of Agreement: 


This agreement is subject to termination by either of the parties 
thereto upon specific written notice giving the reason for termination. 
roe! Joun M. FrRAntTz, 

Acting Assistant Administrator (Administration), Housing 
and Home Pinance Agency, Office of the Administrator. 
Joun W. Macy, Jr., 


United States Civil Service Commission. 
September 9, 1954. 


PUBLIC HOUSING ADMINISTRATION 


This agreement is made pursuant to the provisions contained in 
Chapter A7 of the Federal Personnel Manual. 
In view of the standards and regulations which the Public Housing 
Administration agrees to apply, the Civil Service Commission agrees 
to the appointment of Consultants by the Public Housing Admin- 
istration under the authorities named in the agreement without 
specific prior authorization in each case, but subject to postaudit by 
the Civil Service Commission. 
1. Appointing Authority 
The Public Housing Administration is authorized to ap .oint Con- 
sultants under Section 15, Public Law 600, 79th Congress and current 
Appropriation Acts (Section 1306 of the Supplemental Appropria- 
tions Act of 1955, Public Law 663, 83d Congress approved August 26, 
1954). 
2. Duties 


Individuals appointed under this agreement will serve in a Consult- 
ant capacity to the Field Office Directors in making the annual review 
and determination of comparable rents in Lanham Act Housing Proj- 
ects. Utilizing his extensive knowledge of private developments in 
the local rent market and contacts in the real estate management field, 
each Consultant advises a Field Office Director and his staff on the 
comparability of rents on Lanham housing projects to private rental 
housing in order that the Field Office Director may determine com- 
parable rents for Lanham housing projects. 


8. Nature of Appointment and Compensation 


Appointment of these Consultants will be on a temporary, while 
actually employed, basis, normally for a period not to exceed five 
working days. Although the review of comparable rents is required 
annually, Consultants will be appointed for a specific annual review 


only. 

Bepbnaiie on local conditions, compensation for these Consultants 
will normally range from the rates established for GS-11 to GS-15, 
but in no event will compensation exceed $45.36 per day. 
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4. Qualifications 

As a minimum, each Consultant will be required to meet the quali- 
fication requirements of Civil Service Handbook X-118 for comparable 
positions in the GS-1173-0 Series and in addition must show experi- 
ence of such a level to be able to qualify as a Consultant. 

The total experience must have demonstrated that the applicant is 
established in the real property rental field and may be considered 
an expert in that field in the local community. 


5. Records 


Appointments will be recorded on Standard Form 50 and all records 
prescribed in Chapter A7-41 of the Federal Personnel Manual will be 
maintained in the Personnel Branch, Central Office, Washington 25, 
D. C., in order that the Civil Service Commission’s staff may properly 
post audit such appointments. A record of days worked will be main- 
tained . — Payroll Section, Fiscal Branch, Central Office, Washing- 
ton 25, D.C. 


6. Control of Appointments 


Appointments will be approved by the Commissioner or Acting 
Commissioner of the Public Housing Administration in the regular 
manner on the daily Journals. 

The Director of Personnel will make periodic reviews of all appoint- 
ments to assure compliance with Civil Service Regulations, Statutes, 
Comptroller General decisions and terms of this agreement. 


7. Doubtful Cases 
Where there is doubt as to whether employment should be effected 


under the terms of this agreement or as to the legal oem f for 


appointment, the case will be submitted to the Civil Service 
mission for determination prior to appointment. 
H. L. Wooren, 
Assistant Commissioner for Administration 
(For The Public Housing Administration). 
Date: February 21, 1955. 


om- 


Joun W. Macy, Jr., 
(For The Civil Service Commission). 
Date: March 15, 1955. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


Under the provisions of Chapter A7-37 to 41 of the Federal Per- 
sonnel Manual (TS 455) it is hereby agreed between the NACA and 
the Civil Service Commission that the NACA may effect the appoint- 
ment of experts and consultants without a prior approval but 
subject to post-audit by the Civil Service Commission. 


* * * * * * ” 


A. The general statutory authority of section 15 of the act of 
August 2, 1946, is made operative by the spare language in NACA 
appropriation acts which authorizes the NACA to incur expenses for 
such services as authorized under said section 15. 

_ B. The classes of experts and consultants which we expect to 
appoint, and have appointed in mph pm are persons of national and 
international renown in the fields of aeronautical research or related 
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scientific and technical fields. This includes but is not restricted to 
fields such as Subsonic Aerodynamics, Stability and Control, Heli- 
copters, Aircraft Structures and Loads, Hydrodynamics, Supersonic 
Propulsion, Thermodynamics, Fuel Chemistry, Jet Engine Combus- 
tion. Material and Stresses, Jet ep Compressors, Gas Turbines, 
Ram-Jet and Rocket Engines, Jet Engine Operating Characteristics, 
Flight Research, Research Airplanes, Pilotless Aircraft, Instrumenta- 
tion, and Operating Problems. 

1. As examples of specific assignments, we cite two actual cases of 
employment: 

(a) A full-time university professor was employed as a consultant 
for a. goer yar! 10 hours per week not to exceed 576 hours during 
a fiscal year at a rate of $4.00 per hour. His duties included problems 
related to the vaporization and shock-chilling of magnesium and the 

reparation of the stable suspensions of metals in hydrocarbon fuels. 

n addition, he was required to (1) summarize literature surveys on 
stabilization of solid liquid suspensions and also carbon formation, 
establish a method and develop the procedure for determining particle 
size distribution, (2) determine the particle size distribution required 
for maximum packing of nonuniformly shaped particles. 

(b) Another professor and director of metallurgical research in a 
prominent university is a world recognized authority in the field of 
metallurgy. He was employed as a Consultant at $40.00 per day for 
not more than 15 one-day visits during a fiscal year. He has con- 
tributed much to the research effort in such fields as the effect of 
plastic deformation on the strength of engineering metals. The nature 
of his services were to advise this Laboratory on research projects at 
the request of research personnel. His visits to the Laboratory were 
a result of our immediate needs for his services and followed no pre- 
determined schedule. He advised Laboratory personnel on the follow- 
ing research projects: 


(1) Fabrication of hollow, air cooled turbine blades. 

(2) X-ray determination of the crystallographic structures and 
residual stresses of alloys. 

i> Effects of heat treatment on mechanical properties of 

alloys. 

(4) Effects of stress and strain concentration on embrittleness 
of high temperature alloys. 

(5) Evaluation of materials by various mechanical tests. 


C. The nature of appointment made in these cases will usually be 
that of intermittent employment. Compensation will be made in 
compliance with the standards of the Classification Act of 1949, as 
amended, with the maximum rate not to exceed the per diem equiva- 
lent of the highest rate payable for GS-15 of the Classification Act 
of 1949, as amended. 

D. Appointees will normally be required as a minimum to meet the 
qualification standards prescribed in Civil Service Commission Hand- 
book X-118 (Qualification Standards Governing Non-Competitive 
and Agency Recruiting) but in addition must have special or unusual 
qualifications such as being outstanding in professional or technical 
societies, have national or international reputation or prestige in a 
particular field or specialized training and experience in research that 
qualify them to serve as experts or consultants. The normal controls 
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established in effecting other appointments will be applied to the 
appointment of Experts and Consultants. Every calendar quarter 
rsonnel offices will review the status of the appointee in order to 
etermine the type of service rendered and compliance with appro- 
priate statutory requirements and this agreement. 

E. An Official Personnel Folder will be established for each expert 
and consultant appointed under this ment. Material attached 
to the folder will include at least. the following: 

1. Application for Federal Employment, Standard Form 57. 
2. Request for Personnel Action, Standard Form 52. 

3. Appointment Affidavits, Standard Form 61. 

4. Notification of Personnel Action, Standard Form 50. 

F. The NACA agrees to submit to the Commission any cases in 
which the NACA is in doubt as to whether employment should be 
effected under the terms of this agreement or the legal authority for 
appointment. 

Date: August 17, 1954. 

E. H. CHAMBERLIN, 
National Advisory Committee for Aeronautics. 
Date: October 4, 1954. 
Joun W. Macy, Jr., 
Civil Service Commission. 





NATIONAL CAPITAL PLANNING COMMISSION 


JuLy 18, 1955. 

This agreement made under provisions of the Federal Personnel 
Manual, A7-37 to 41, regarding the excepted appointment of experts 
and consultants, enables the National Capital Planning Commission 
to effect appointments of ‘‘other experts’’ as included in the Planning 
Commission’s special statutory excepting authority cited below, and 
of experts and consultants as authorized in Section 15, Act of August 
2, 1946, without prior approval of the Civil Service Commission in 
each case, but subject to post-audit by the Civil Service Commission. 
The purpose of the post-audit is to determine that individual appoint- 
ments are properly made under the excepting authority. 

1. Legal authority 

The legal authorities under which such appointments will be made 
are: 

(a) Section 15 of the Act of August 2, 1946, 60 Stat. 810, Public 
Law 600, 79th Cong., implemented by the current Appropriation Act 
(Independent Offices Appropriation Act, 1955, 68 Stat. 286, Public 
Law 428); or 

) Section 2 (c) of the National Capital Planning Act of 1952, 
66 Stat. 783 (Public Law 592, 82d Cong.), which reads, in so far as 
inent, as follows: 

“«* * * Further, without regard to Section 3709 of the Revised 
Statutes, as amended, the civil service and classification laws, or 
section 15 of the Act of August 2, 1946 (5 U.S. C. 55a), the Commis- 
sion may employ, by contract or otherwise, the temporary or inter- 
mittent (not in excess of one year) services of city planners, architects, 
engineers, appraisers, and other experts or organizations thereof, as 
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may be necessary to carry out its functions, and in any such case the 
rate of compensation shall be fixed by the Commission so as not to 
exceed the rate usual for similar services. {Emphasis supplied.] 


2. Classes of experts or consultants 


(a) Individuals expected to be employed under this agreement, by 
contract or otherwise, will be onan ualified in the fields of ac- 
tivities within the jurisdiction of the Planning Commission. Ex- 
amples of the major functions of the Planning Commission are set 
forth in the National Capital Planning Act of 1952; the District of 
Columbia Redevelopment Act of 1945, 60 Stat. 790 (P. L. 592, 79th 
Cong.), as amended; and the Second Supplemental Appropriation Act, 
1955, 69 Stat. 33 (P. L. 24, 84th Cong.). 

(b) Individuals will be selected for their expert knowledge in such 
fields as specialized branches of city and regional planning; various 
phases of city and regional mass transportation systems including 
transit financial structure, rates, regulations, and traffic; highways; 
redevelopment; and zoning. They may work separately or in co- 
ordination with one or more other experts, all under the supervision 
of the Commission or the National Capital Regional Planning Council; 
or they may render consulting services individually or as members of 
a board. 

The assignments, with some variation, would consist of analyzing 
factual material supplied, collecting factual material, forming con- 
clusions with or without guidance from the Commission or the Council, 
and making important recommendations for plans, features, and facil- 
ities having wide and substantial effect upon the National Capital or 
the National Capital Region, including at times recommendations for 
legislation necessary to effect, maintain, operate, and regulate the 
subject matter of the recommendations. For example, in general a 
mass transportation expert would take part in analyzing present and 
and expected future population densities (business and residential) 
throughout the entire region, together with other pertinent informa- 
tion such as geographic, physical, and land use data, and would deter- 
mine where what types of facilities should be located, i. e., highways, 
rapid transit, subways, etc.; or how the different common carrier sys- 
tems could be supported by the various means available such as zoned 
fares. 


8. Nature of appointments 


(a) Each appointment under Section 15 of the Act of August 2, 1946 
as duly implemented, will be temporary (full or part time) for not in 
excess of one year or intermittent, not to exceed 130 days in any one 

ear. 
/ (b) Each appointment under Section 2 (a) of the National Capital 
Planning Act of 1952 will be made for a period or periods totaling not 
in excess of one year as required by the excepting authority. Ap- 
pointments may be on 4 full-time, part-time, or an intermittent basis 
depending on the nature of the assignment. 


4. Compensation 


(a) When appointments are made under Section 15 of the Act of 
August 2, 1946, as duly implemented, the provisions of the Classifica- 
tion Act of 1949, as amended, will be used as a guide in determining 
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the compensation of experts and consultants, but in no event will a 
rate above the maximum rate of GS-15 be paid... 

(b) When appointments are made under Section 2 (c) of the 
National Ca ital Planning Act of 1952, the provisions of the Classifi- 
cation Act of 1949, as amended, will be used as a guide in determining 
the compensation of experts whenever considered feasible by the 
Planning Commission. Otherwise, compensation will be governed 
by the difficulty of the assignment with due regard for professional or 
technical proficiency of the individual and the rates at which such 
specialized services can be obtained, “not to exceed the rate usual for 
similar services” as provided in Section 2 (c) of the National Capital 
Planning Act of 1952. 

(c) Under either authority, compensation for intermittent service 
will be fixed on a per diem, when actually employed basis, and for 
temporary full-time service compensation will be fixed on a per annum 
basis. Compensation for regular part-time service may be fixed on a 
per annum basis or an hourly basis, as practicable. 

5. Qualification standards 

Individuals will normally be required as a minimum to meet the 
qualification standards prescribed in Civil Service Handbook X-118, 
but, in addition, they must have special or unusual qualifications such 
as (1) high standing in professional or technical] societies, (2) national 
reputation or prestige as an expert, (3) standing or position in business 
organizations, or (4) other specialized or concentrated training and 


experience that qualify them to serve as experts or consultants as 
defined in the Federal Personnel Manual, page A7-39. 


6. Controls 


(a) Either the Planning Commission, or the Chairman thereof with 

appropriate delegated authority by the Planning Commission, will 
review (1) the proposed positions for determination that an expert 
or consultant is required for each, and (2) the qualifications of the 
Heomnere appointees for determination that each appointee meets the 
qualification standards. 
(b) The Director or other appropriate staff member of the Planning 
Commission will make periodic reviews of al] appointments to assure 
compliance with statutes, Civil Service Regulations, and the terms of 
this agreement. 


7. Records 


An official personnel folder will be maintained for each employee 
eppomnted to an expert or consultant position. The folder will contain 
the information prescribed on page A7-41 of the Federal Personnel 
Manual including a copy of the Standard Form 50, and a copy of the 
letter of contract, if any. Payroll or time records will show the time 
actually worked. 


8. Doubtful cases 


Whenever it is found that there are factors connected with the 
appointment of an expert or a consultant bape from the conditions 
specified in this agreement, or where there is doubt that the agreement 
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covers @ particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 


For the National Capital Planning Commission: 
Har.Lanp BartTuoiomew, Chairman. 
For the United States Civil Service Commission: 


Pune Youna. 
JuLY 18, 1955. 


NATIONAL SCIENCE FOUNDATION 


This agreement is made pursuant to Chapter A7—37 to 41 of the 
Federal Personnel Manual. In view of the standards and conditions 
under which the Foundation agrees to appoint consultants and ex- 
perts, the Civil Service Commission agrees to the appointment of 
consultants and experts by the Foundation under the authorities 
named in this agreement without specific prior authorization, but 
subject to postaudit by the Commission. 


1. Legal Authority under which Appointments are Made 


The appointments are made under the authority of the proviso in 
Section 14 (a) of the National Science Foundation Act of, 1950 (42 
U.S. C. 1873a). This Section reads in part as follows: 

“The Director shall, in accordance with such policies as the Board 
shall from time to time prescribe, appoint and fix the compensation 
of such personnel as may be necessary to carry out the provisions 
of this Act. Such appointments shall be made and such compensation 
shall be fixed in accordance with the provisions of the civil-service 
laws and regulations and the Classification Act of 1949: Provided, 
that the Director may, in accordance with such policies as the Board 
shall from time to time prescribe, employ such technical and profes- 
sional personnel and fix their compensation, without regard to such 
laws, as he may deem necessary for the discharge of the responsibilities 
of the Foundation under this Act.” 

The current policy of the Foundation to employ and compensate 
certain technical and professional personnel for temporary or inter- 
mittent service without regard to the Civil Service laws and regula- 
tions or the Classification Act of 1949 was approved by the National 
Science Board at its Sixteenth Meeting on October 3, 1952. 


2. Classes of Experts and Consultants 


The Foundation employs professional persons for consultant and 
expert services as indi vidoe s or as members of advisory bodies to 
provide information, appraisals, and advice pertaining to all the 
authorized functions of the Foundation. These functions include the 
promotion of basic research and education in the sciences, awarding 
of scholarships and fellowships, evaluation of scientific research 
programs, fostering the interchange of scientific information, providing 
a clearinghouse for information covering scientific and technical 
personnel in the United States, development of national science 
policy, and cooperation in international scientific activities. 

These consultants fall into three categories: 

A. Research specialists appointed to continuing advisory groups 
such as the Advisory Panel for Molecular Biology. These men are 
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appointed for one year terms with one third of the members being 
replaced at the end of the year and the appointments of the others 
extended for another year. Members of these panels advise the 
Foundation’s staff regarding all aspects of the Foundation’s efforts 
in the panel’s scientific discipline. The members work about ten 
days per year. 

B. Research specialists or men of broad experience in education and 
science appointed to ad hoc advisory groups. An example is the 
Advisory Panel for a National Astronomical Observatory. Members 
of this panel are appointed for one year and it is expected that they 
will study and advise the Foundation regarding the need for a national 
observatory. The consultants appointed for membership on this panel 
will work a total of about thirty days. 

C. Research specialists or men of broad experience in education and 
science appointed as individuals to perform a specific advisory task for 
the Foundation. For example, the current Executive Director of the 
American Association for the Advancement of Science and former 
Executive Secretary of the American Psychological Association was 
temporarily appointed a consultant. to study and present an advisory 
report to the Foundation pertaiming to objectives and methods of 
carrying out the function of maintaining a register of scientific and 
technical personnel. This work was substantially full time for about 
three months. 


3. Nature of Appointments and Compensation 

Appointments of experts and consultants are made on a temporary 
(full or part-time) or intermittent basis. 

The salary of persons appointed to serve on the Foundation’s 
Divisional Committees and Special Commissions in fixed by statute 
(Section 14 (d) of the National Science Foundation Act of 1950) at 
$25 for each day engaged in the business of the Foundation. The 
Director fixes the rate of pay for all other consultants usually at $40 
perday. Ina few instances appomtments are without compensation, 
or are at $50 per day. 


4. Qualifications and Controls 


Consultants and experts employed by the Foundation are persons 
of excellent qualifications with a high degree of attainment in their 
professional fields. Their knowledge and mastery of the principles, 
practices, problems, methodology and techniques of their field of 
activity or area of specialization within the field is clearly superior 
to that usually possessed by persons of ordinary competence. 

The qualifications of persons nominated for appointment are 
reviewed by the sent ¢ Officer and in the Office of the Director. 
Appointments are reviewed periodically by Assistant Directors of the 
Foundation and the Personnel Officer to insure that the use of each 
consultant or expert is consistent with the purpose for which he was 
appointed. These se? BEaRrEA AIRY are also subject to the critical 
review and appraisal of the scientific community. 


5. Records 


A record of each consultant is maintained in the Personnel Office. 
The record includes the appointment affidavits, notice of personnel 
action, a personal history statement, and correspondence pertaining 
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to the appointment. A record of the time actually worked is main- 
tained in the Fiscal Office of the Foundation. 
6. Submission of Doubtful Cases 

The Foundation will present to the Commission for prior approval 
proposed consultant appointments in which there are conditions giving 
rise to doubt regarding the propriety of the appointment. 
7. Effective Date 

This agreement is effective when signed by both parties. 

Wiuson F. Harwoop, 
Assistant Director for Admini. tration, 
National Science Foundation. 


Joun W. Macy, Jr., 
Executive Director, 
United States Civil Service Commission. 


Date: December 1, 1954. 


Date: January 3, 1955. 


NATIONAL SECURITY TRAINING COMMISSION 
I. LEGAL AUTHORITIES UNDER WHICH APPOINTMENTS WILL BE MADE 


Public Law 51, 82nd Congress, approved June 19, 1951, is the law 
which established the National Security Training Commission and is 
the basic authority for employment of personnel. The following are 
the authorities for excepted appointments under this agreement: 

A. Section 15 of the Act of August 2, 1946 (Public Law 600), 
and the Appropriation Act granting funds to the National 
Security Training Commission for the fiscal year in which appoint- 
ments are made. 

B. Section 6.101 (n) (Schedule A) of the Civil Service Regula- 
tions, 


II, CLASSES OF EXPERTS AND CONSULTANTS TO BE APPOINTED 


The National Security Training Commission from time to time 
needs the services of various types of experts and consultants in order 
to carry out the will of the Congress as expressed in Public Law 51, 
82nd Congress, and specific tasks which are now and will in the future 
be assigned by Congress and the President. Such experts and con- 
sultants, because of their specialized training and/or experience, will 
be appointed to carry out specific assignments relating to various 
phases of the Commission’s program. 

Since a program of national security training is of such scope that 
its implementation will affect in numerous ways many phases of life 
in this country, it is extremely important that the Commission possess 
full knowledge of possible effects of the program in order that full 
consideration be given such effects. It can be seen that only those 
persons with intimate knowledge of their fields can give the proper 
information and guidance to the Commission. Because of this, and 
because of the limited permanent staff of the Commission, and the 
various roles it has been called upon to perform in the past, as well as 
the speed with which such tasks must be performed, it is felt that only 
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oy the employment of such experts and consultants as described 
he-ein can the Commission efficiently and economically carry out the 
will of the Congress and the President. 

For example: 

, Ex and consultants on manpower will advise and recom- 
mend procedures concerning ultilization of mean and the effects of a 
program of national security training on the total manpower situation 
in connection with reports and recommendations requested by the 
President and/or Congress and the various interested agencies of the 
Government. 

B. Experts and consultants in the field of education will investigate 
and propose programs for efficient and effective training of men with 
the least detriment to the national educational system. 

C. Economists and other individuals with unusual qualifications 
in related fields will be called upon to make studies and advise the 
Commission concerning the possible effects of a program of national 
security training upon the total economy of the country and make 
recommendations as to procedures to be followed. 

D. Dependent upon the field of investigation or consultation an 
expert or consultant may be an elected or appointed officer of a labor 
union, of an agricultural group, a minister, a public health and welfare 
official or an officer of such an organization as the USO, Red Cross, 
a Recreational Association, or a retired officer of the armed 

orces. 

E. Experts in the fields of military manpower utilization, public 
information, military training evaluation, ne investigative techniques 
will from time to time be required to serve as temporary experts and 
consultants in order to assist in carrying out the Commission’s long- 
term responsibilities of investigating, inspecting and reporting on the 
National Security Training Corps. 


Ill, NATURE OF APPOINTMENTS AND COMPENSATION 


A. Appointments which may be made under this agreement may 
be temporary (full or part-time) or intermittent, depending upon the 
specific job to be done and the availability of the particular expert or 
consultant. 

B. The terms ‘‘temporary” and “intermittent” are used as defined 
in the Federal Personnel Manual, with the exception that where 
personal service contracts are entered into with temporary or part- 
time employees, such contracts may be renewed during the fiscal year 
1954 as authorized in Public Law 179, 83rd Congress, or during 
subsequent fiscal years if authorized in legislation in effect at the 
time of renewal. 

C. Compensation will be fixed in accordance with the Classification 
Act of 1949, as amended, where such act is applicable (e. g., appoint- 
ments under Section 6.101 (n) of the Civil Service Regulations). In 
other appointments, compensation will be fixed in general but not 
precise conformity with the Classification Act of 1949, as amended, 
with due allowance for other relevant factors such as the rates and 
fees paid for comparable services by non-Government organizations, 
special qualifications of the appointee, unusual financial burdens to 
which the appointee may be subject in the course of his work such as 
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tight. deadlines to be met, work required outside normal working 
hours, the rate required to obtain the services of particular experts 
or consultants in competition with other offers, and related factors. 
All appointments will be made in conformity with applicable 
statutory limitations. In general, appointments will not be made at 
rates less than the rates for grade GS-12 or higher. (Most appoint- 
ments will be made at rates equivalent to Grades GS-13 to GS-15.) 


IV. QUALIFICATION STANDARDS AND CONTROLS TO BE ESTABLISHED 


A. The qualifications standards prescribed in Civil Service Hand- 
bood X-118 will serve as a guide in making appointments but in 
every case the appointee must clearly possess the additional qualifica- 
tions of an expert or consultant as these terms are defined in the 
Federal Personnel Manual, A7-39. 

B. The controls that will be established to insure compliance with 
this agreement will be as follows: 

1. Review of each proposed appointment by the Executive Director 
= a person specifically designated by the Chairman to determine 
that— 

a. the position is truly an expert or consultant position as 
defined in the Federal Personnel Manuel, 
b. the — is not a position which can and properly should 
y 


be filled an appointment under the competitive civil service 
procedure, 

i the proposed appointee is qualified as an expert or consultant, 
an 


d. the proposed appointment is in conformity with all appli- 
cable statutes, regulations, decisions of the Comptroller General, 
this agreement and related requirements. 

2. No appointments will be made under this agreement without the 
personal approval of the Chairman of the Commission. 

3. Periodic review by the Executive Director or a person specifically 
designated by the Chairman will be made at the end of each calendar 


quarter of all appointments of experts and consultants made during 
that quarter. 


V. RECORDS WHICH WILL BE MAINTAINED 


A. Personnel folders will be maintained on all appointees, and in 
order to facilitate inspection by the Civil Service Commission will 
contain the following: 

1. Name of appointee, payroll title, rate of compensation, and date 
of entry on duty. 

2. Type of appointment, i. e., intermittent or temporary, indicating 
duration of appointment if a regularly scheduled tour of duty is 
established. 

3. Statement of duties or services actually performed. 

4. Standard Form 57 or a statement showing the qualifications and 
background of the individual which fit him for appointment as an 
expert or consultant, 

Payroll records reflecting the time actually worked by the em- 
ployee will be maintained and kept available. 
81067—56——9 
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VI. SUBMISSION TO CIVIL SERVICE COMMISSION OF DOUBTFUL CASES 


Whenever it is found that there are factors connected with the 
appointment of an expert or consultant varying from the conditions 
specified in this agreement, or where there is doubt that the agreement 
covers a particular action, the case will be submitted to the Civil 
Service Commission for prior approval. 

JULIUS ‘ 
Chairman, National Security Training Commission. 
Pure C. Youna, 
Chairman, United States Civil Service Commission. 
Agreed to: July 1, 1954. 








PANAMA CANAL COMPANY 
AGREEMENT GOVERNING EMPLOYMENT OF EXPERTS AND CONSULTANTS 


THIS AGREEMENT entered into by and between the Panama Canal 
Company, a corporate agency and instrumentality of the United 
States of America, for itself and in behalf of the Canal Zone Govern- 
ment, an agency of the United States of America, hereinafter some- 
times called the ‘Canal Agencies,” on the one part, and the United 
States Civil Service Commission, heremafter sometimes called the 
“Commission,” on the other part, 

Wirnesseru: The parties hereto do covenant and agree as follows, 
pursuant to provisions of the Federal Personnel Manual, A7-—37 
to 41: 

1. Authority of the Canal Agencies for appointment of experts and 
consultants hereunder is as follows: 

(a) Section 6.101 (n) (Schedule A) of the Civil Service Regulations, 
or 

(b) Section 15 of the Act of August 2, 1946, 60 Stat. 810 (6 U.S.C. 
55 (a)), and— 

(1) For the Canal Zone Government, section 104 of the Civil 
Functions Appropriations Act, 1955, 68 Stat. 335 (Publie Law 
453, 83d Congress), and similar provisions in future appropriation 
Acts; 

(2) For the Panama Canal Company, section 248 (f) of title 2 
of the Canal Zone Code; paragraphs under heading “Panama 
Canal Company” in the Civil Functions Appropriations Act,’ 
1955, 68 Stat. 333 (Public Law 453, 83d Congress) ; section 1306 
of the Supplemental Appropriations Act, 1955, 68 Stat. 829 
(Public Law 663, 83d Congress), and similar provisions in future 
appropriation Acts. 

2. Experts and consultants appointed hereunder shall be those: 
qualified persons in the various professional, scientific, technical and’ 
administrative fields who are needed from time to time by the Canal 
Agencies for one or more of the following reasons: 

(a) To secure specialized opinion not available within the Canal 
Agencies or accessible within other Government agencies. 

(b) To obtain outside points of view so as to avoid too limited 
judgment on critical issues of administrative or technical action. 

(c) To obtain advice regarding developments in industrial, uni- 
versity, or foundation research. 
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- (d) To obtain for especially important projects the opinion of noted 

experts whose national or international prestige is essential to the 
success of an undertaking. 

(e) To obtain the services of specialized personnel who are not 
needed full time, who cannot serve full time or regularly, or for whom 
it is uneconomical to the Canal Agencies to arrange full-time employ- 
ment. 

A specific example of the foregoing has been the appointment of an 
expert on South American school systems to act as consultant to the 
Canal Zone Government in the establishment by that agency of its 
Latin-American schools program. Another example is the appoint- 
ment of a prominent neurosurgeon to serve as consultant on the staff 
of Gorgas Hospital, Canal Zone Government. 

3. Appointments of experts and consultants hereunder shall be 
temporary (full- or part-time) or intermittent. Subject to statutory 
or other controlling limitations and the Classification Act of 1949, as 
amended, where applicable, and within a normal range of $35 to $100 
per day, rates of pay for such experts and consultants shall be negoti- 
ated and determined with due regard to the following criteria: 

(a) Value of the assignment to the Canal Agencies in terms of 
normal salary levels as represented by pay schedules of the Classifica- 
tion Act. 

(b) Stature.of the individual in his field and the extent to which 
his unique personal qualifications increase the value of his services. 

(c) Any unusually burdensome and otherwise uncompensated 
aspects of his assignment, such as a necessity for frequently working 
more than eight hours a day without pay behond the regular daily 
rate. 

(d) The compensation he receives in his regular occupation. 

(e) The rate paid by any other Federal agency for his services as an 
expert or consultant, together with similarities and differences in the 
services required by the two agencies and the programs and circum- 
stances under which they are rendered. 

(f) Whether the expert or consultant continues to receive full 
compensation in his regular occupation. 

(g) Whether any nonmonetary rewards figure in the assignment. 

4. Every person appointed hereunder shall be qualified either as 
an “expert” or as a ‘‘consultant”’ as said terms are defined in para- 
graphs (a) and (b) of this section, and all such appointments shall be 
subject to independent review of the Comptroller and General 
Counsel of the Panama Canal Company for compliance with the 
terms of this agreement. 

(a) Expert: An expert is a person of excellent qualifications and a 
high degree of attainment in a professional, scientific, technical, or 
other field. His knowledge and mastery of the principles, practices, 
problems, methodology, and techniques of his field of activity, or of 
an area of specialization within the field, are clearly superior to that 
usually possessed by persons of ordinary competence in the activity. 
His attainment is such that he will usually be regarded as an au- 
thority or as a practitioner of unusual competence and skill by other 
persons eng in the profession, occupation, or activity. 

(b) Consultant: A consultant is one who serves in an advisory 
capacity to an officer or instrumentality of the Government, as 
distinguished from one who serves as an officer or employee in the 
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performance of duties and responsibilities of the agency. He ex- 
presses his views or gives his opinions ing problems on questions 
presented to him by the agency, but he does not perform, or supervise 
the performance of, operating functions. A consultant, although 
ordinarily an expert in the field in which he advises, need not be a 
specialist. His “‘e tness’”’ may consist in his possession of broad 
administrative, professional or technical =e of a high order 
which indicates that his ability and knowledge will render his advice 
of distinctive value to the Canal Agencies. 

5. Records shall be maintained by the Canal Agencies for each 
person appointed hereunder and such rec rds shall include the follow- 
ing information (reports on Standard Form 50 shall be made as 
required by the Federal Personnel Manual): 

(a) Name of appointee, payroll title, rate of compensation, and date 
of entry on duty. 

(b) T of appointment, i. e., intermittent, part-time, or tem- 
porary (show duration), and tour of duty, if a regularly scheduled 
tour of duty is established. 

(c) A record of time actually worked by the employee. 

(d) Statement of duties or services actually performed. 

(e) Standard Form 57 or a statement showing the qualifications 
and background of the individualwhich fit him for appointment as an 
expert or consultant. 

6. In any case where the Canal Agencies are in doubt as to whether 
employment of an expert or consultant should be effected under the 
terms of this agreement or other authority such case shall be sub- 
mitted for decision of the Commission. 

7. All appointments of experts and consultants hereunder in 
accordance with the terms and conditions hereof, although subject to 
the post audit of the Commission, may be made without the prior 
approval of the Comr ission. 

IN WITNESS WHEREOF, the parties hereto have executed this 
agreement to become effective when signed by both parties. 


Panama Canat Company, 
By H. O. Paxson, 
Vice President. 
At Washington, D. C., October 29, 1954. 


Untrep Srates Civit Service 
ComMISSION, 
By Joun W. Macy, Jr. 


At Washington, D. C., December 28, 1954. 





SMITHSONIAN INSTITUTION 


This soerens is made in accordance with the provisions of 
Chapter A-7 of the Federal Personnel Manual. In view of the 
standards and requirements which the Smithsonian Institution agrees 
to observe and apply, the Civil Service Commission agrees to the 
appointment of Experts and Consvltants by the Smithsonian Insti- 
tution under the authority named in the agreement without specific 
prior authorization but subject to post audit by the Civil Service 
Commission. 
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1. AUTHORITIES UNDER WHICH APPOINTMENTS WILL BE MADE 


Appointments will be effected under authority contained in Section 
15 of the Act of August 2, 1946, Public Law 600, 79th Congress 
(5 U. 8. C. 55a); as implemented by the Smithsonian Institution’s 
current appropriations act, Public Law 78, 84th Congress; or as 
implemented by Public Law 219, 84th Congress, Chapter VII which 
provides: “For necessary expenses of construction of a building for 
the Museum of History and Technology, as authorized by the Act 
of June 28, 1955 (Public Law 106), including the preparation of plans 
and specifications, not to exceed $75,000 for services as authorized 
by section 15 of the Act of August 2, 1946 (5 U.S. C. 55a), at rates 
not to exceed $100 per diem for individuals, and incidental expenses 
of the Regents of the Smithsonian Institution and of the Joint Con- 
gressional Committee established by said Act * * *” 


Il. CLASSES OF EXPERTS AND CONSULTANTS TO BE APPOINTED 


A. Experts and Consultants will be utilized by the Smithsonian 
Institution only as required, and approved by the Secretary, to render 
special services, opinions, and advice not obtainable through the usual 
channels of recruitment. The services of such Experts and Consult- 
ants will be used on matters essential to the fulfillment of the Institu- 
tion’s obligations and responsibilities to the Board of Regents and to 
the Congress for accomplishing the many professional, scientific, and 
cechenbal programs involved in the ‘increase and diffusion of knowl- 
onge among men.”’ 

. Examples representative of specific assignments requiring the 
specialized services, opinions, and advice Fie 

1, Special studies and consultations with drawings, reports, advice, 
and guidance on the problems related to the planning and construc- 
tion of the new building to house the Museum of History and Tech- 
nology and a new building for the National Air Museum including 
the particular problems connected with interior and exterior design, 
individual gallery design, landscaping, and facilities to accomodate 
the museum functions. 

2. Extensive and detailed exploration and study of modern methods, 
practices and techniques, with advice, reports, opinions, and instruc- 
tion on the exhibition of museum objects for the attainment of a mod- 
ern and effective exhibition program. 

3. Special studies of the collections with reports and advice for the 
development of guides which will insure more effective use of the 
materials in the increase and diffusion of knowledge. 

4. Investigation and study of techniques, programs, and problems 
in the field of museum services to the specialist, educational establish- 
ments, and to the general public. : 

5. Special studies and reports, analyses, and possible solutions for 
the problems in the fields of museum science and museum management. 
6. Development and implementation of a newly expanded progra 
in astrophysics involving the investigation of the useful possibilities 
of such diverse technologies as: geochemistry, ballistics, aerodynamics, 
metallurgy, geophysics, astronomy, meteoritics, etc. with advice, 
reports, opinions, instruction and guidance on the scope and content, 
appraisal of proposed programs, and the details and problems in- 

volved in component projects. 
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Ill. NATURE OF APPOINMENTS AND COMPENSATION 


A. The appointments to be made under the authority cited will be 
on a temporary (full or part time) or an intermittent basis as those 
terms are defined in the Federal Personnel Manual. The definitions 
are as follows: 

Temporary employment of an expert or consultant is employ- 
ment (a) for a period of one year or less which is (b) limited to 
work on programs, projects, problems, or phases thereof, requiring 
temporary services for which a need will not extend beyond 1 year. 

Intermittent employment of an eXpert or consultant is employ- 
ment which (a) occurs occasionally or irregularly and (b) is 
limited to work on programs, projects, problems, or phases 
thereof, requiring intermittent services. The Commission holds 
that employment which aggregates, in the course of the first year 
of service or in any succeeding year of service, more than one-half 
of full-time employment, i. e., more than 130 working days, ceases 
to be intermittent employment and becomes automatically 
converted to temporary employment which may not be con- 
tinued beyond the close of the year of service in which the limit 
was exceeded. 

B. Experts and Consultants will be compensated at rates deter- 
mined to be appropriate for the services rendered, but not in excess of 
$100 per day for services connected with the preparation of plans and 
specifications for the new Museum of History and Technology, and 
not in excess of $45 per day for other services. Such rates will gen- 
erally be fixed within a range of $30 to the maximum indicated, per 


diem, varying in multiples of $5.00. Appointments will normally be 
made at the GS—14 or GS-15 level. 


IV. QUALIFICATIONS STANDARDS AND CONTROL 


A. Experts and Consultants employed in accordance with this 
agreement shall meet the criteria established by the definitions con- 
tained in the Federal Personnel Manual which are as follows: 

An Expert is a person of excellent qualifications:and a high de- 
gree of attainment in a professional, scientific, technical, or other 
field. His knowledge and mastery of the principles, practices, 
problems, methodology, and techniques of his field of activity, 
or of an area of specialization within the field, are clearly superior 
to that usually possessed by persons of ordinary competence in 
the activity. His attainment is such that he will usually be 
regarded as an authority or as a practitioner of unusual com- 
petence and skill by other persons engaged in the profession, 
occupation or activity. 

A Consultant is one who serves in an advisory capacity to an 
officer or instrumentality of the Government, as distinguished 
from one who serves as an officer or employee in the performance 
of duties and responsibilities of the agency. He expresses his. 
views or gives his opinions regarding problems on questions 
presented to him by the agency, but he does not perform, or 
supervise the performance of operating functions. Ordinarily, 
he will be an expert in the particular field in which he advises. 
However, he need not be a specialist; his “expertness’’ may con- 
sist in his possession of broad administrative, professional, or 
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technical experience of a high order which indicates that his abil- 
ity and knowledge will render his advice of distinctive value to 
the employing agency. 

B. Appointees will normally be required as a minimum to meet 
standards as set forth by Handbook X~—118 and in addition will have 
special or unusual qualifications such as national or international 
prestige; or prestige as an expert in a particular field of competence; 
standing or position in profession, scientific, artistic, or technical 
circles; or specialized or concentrated training, experience, or research 
that qualify them to serve as experts or consultants. The following 
specific factors will be considered in making determinations for 
appointment: 

(1) Educational background. 

(2) Length and level of experience. 

(3) Stature of the individual in his field of work or area of 
specialization. 

(4) Present and previous employment income. 

C. The appointment of all persons as experts or consultants must 
have the prior approval of the Secretary. The Assistant Secretary 
(Management) will be responsible for the determination that all such 
appointments conform to this agreement and meet all legal and regu- 
latory requirements prior to actual appointment. 

D. The Chief, Personnel Division, will serve as Technical Advisor 
to the Secretariat on actions taken under this agreement and shall be 
responsible for conducting periodic, at least quarterly, review of the 
services rendered by experts and consultants to insure that all appoint- 
ments are in accord with this agreement. 


Vv. RECORDS TO BE MAINTAINED 


The Personnel Division will be responsible for the preparation and 
maintenance of personnel records containing all forms and informa- 
tion required under A7-41 of the Federal Personnel Manual. Such 
records will include Standard Form 50, Standard Form 7, statement 
of duties or services actually performed, and statement of qualifica- 
tions and background. A record of time actually worked will be 
maintained on Standard Form 1130. The time records will be pre- 
pared in the highest office of the organizational component for which 
the Expert’s or Consultant’s services are engaged, and will be for- 
bya. to the Fiscal Division, in accordance with established pro- 
cedures. 


VI. REFERRAL OF DOUBTFUL CASES TO THE COMMISSION 


Whenever there is doubt concerning the propriety of employing an 
expert or consultant under the terms of this agreement, or concern- 
ing the legal authority for appointment, the recommendation will be 
submitted to the Commission for approval prior to being effected. 


LEONARD CARMICHAEL, 
Secretary, Smithsonian Institution. 


Date: November 16, 1955. 
Puitie Youne, 
United States Civil Service Commission. 
Date of Approval by the Commission: December 6, 1955. 








118 UTILIZATION OF EXPERTS AND CONSULTANTS 
UNITED STATES INFORMATION AGENCY 


I, LEGAL AUTHORITIES FOR THE EMPLOYMENT OF EXPERTS AND/OR 
CONSULTANTS IN THE U. 8S. INFORMATION AGENCY 


Under its present appropriation (Public Law 207, 83d Congress 
Chapter 3), this Agency is authorized to employ consultants and 
experts in accordance with Section 15 of the Act of August 2, 1946, 
(Public Law 600). The Agency also desires to use Schedule A— 
Section 6.101 (n) of the Civil Service Commission Regulations for 
the appointment of professional, scientific and technical experts for 
temporary or intermittent periods of employment. 


Il. CLASSES OF EXPERTS AND CONSULTANTS THE AGENCY EXPECTS TO 
APPOINT IN ACCORDANCE WITH THIS AGREEMENT 


Functions of the U. S. Information Agency require it to avail itself 
of the advice and assistance of experts in a variety of fields. Briefly, 
the following classes of experts and consultants will be used: 

A. Experts in all phases of radio, including writers, programming 
specialist, announcers, electronics specialists and radio engineers. 

B. Individuals with expert knowledge in all phases of the motion 
picture industry, including production, script writing, distribution etc. 

C. Individuals with expert knowledge of press and publications 
operations. 

D. Experts in the field of books, including authors, publishers, 
distributors and librarians. 

E. Individuals with expert knowledge of the political and/or 
cultural backgrounds of peoples of the various countries of the world. 

F. Experts in ideologies, such as Marxism, Communism, and 
Fascism. 

G. Experts and specialists in the various religions. 

H. Experts and specialists in the fields of personnel administration, 
a and management, budgeting, fiscal accounting, security, 
and law. 

I. Experts in the fields of evaluation and intelligence. 

J. Persons with expert knowledge of foreign languages. 


lil. NATURE OF APPOINTMENTS AND COMPENSATION SCHEDULES 


The Agency will employ experts and consultants on temporary (full- 
or part-time) or an intermittent basis as these terms are defined in the 
FPM A7-39. Compensation will be fixed on daily rates. These rates 
will conform with the Classification Act of 1949 as amended for appoint- 
ments under Schedule A 6-101 (n) of these regulations and will be in 
approximate conformity with that act, in multiples of $5.00, such as 
$35.00, $40.00, and $45.00 per day, for appointments under other 
rams tf Under present legislation, the maximum that can be paid 
by the U.S. Information Agency is $45.36 per day. 
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IV. QUALIFICATION STANDARDS TO BE APPLIED 


Consistent with the definitions of expert and of consultant. in the 
FPM A7-39 the Agency will employ in these capacities only individ- 
uals who as a minimum meet the es requirements for com- 
petitive appointment in the Civil ice System at GS-13, and who 
possess in addition unusual qualifications in the fields in which they 
are to serve. Each pees. tee will be required to file either a com- 
pleted SF-57 or equivalent biographic data with the Agency before 
approval of his appointment will be granted. Each appointment will 
be reviewed and approved by the Chief or Assistant Chief of the Per- 
sonnel Division. In addition, appointments will be reviewed periodi- 
cally by Personnel officials to insure that the use of each consultant 
or or is consistent with the purpose for which appointed and is in 
compliance with laws and regulations. 


V. RECORDS TO BE MAINTAINED BY THE U. 8. INFORMATION AGENCY 


An official personnel folder will be established for each appointee 
under this agreement and will include either a completed SF-57 or 
SF-60, Application for Federal Employment; a SF-75, Position 
Description ; a SF-61, Oath of Office; and a copy of SF—50, Notification 
of Personnel Action, for each action taken. A SF-7 card will be 
maintained in the Kardex record of the Agency. 


VI. PROVISION FOR SUBMITTING CASES TO THE CIVIL SERVICE COMMIS- 
SION FOR PRIOR APPROVAL 


In cases where the Agency has reasonable doubt as to whether an 
appointaant meets all the provisions of this agreement, such cases 
will be submitted to the appropriate offices of the Civil Service Com- 
mission for prior approval. 

Approved: 

Apsotr WASHBURN, 
Acting Director, 
United States Information Agency. 

Date: June 7, 1954. 

Approved: 

Pup Youne 
(For United States Civil Service Commission) 
Date: August 23, 1954. 
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Appenpix D—A Summary or Feperat Laws Retatine to Em- 
PLOYMENT OF PusLic RELATIONS AND Pvusiicrry Experts BY 
THE GOVERNMENT ! 


UTILIZATION OF EXPERTS AND CONSULTANTS 


[Permanent provisions and provisions contained in appropriation 
acts 1953-1955] 


The Urgent Deficiency Appropriation Act, approved October 22, 
1913 (38 Stat. 208, 212) contained a permanent provision of law 
restricting the employment of publicity experts, in the following 

zuage: 

“No money appropriated by [this or] any [other] act shall be used 
for the compensation of any publicity expert unless specifically 
appropriated for that purpose.” 

e provision now appears in the U. 8. Code 5: 54. 

Permanent authority appears in numerous acts for employment of 
experts, etc., by such agencies, as: 

Interstate Commerce Commission (54 Stat. 950 § 319) 

Federal Power Commission (49 Stat. 859 § 310; 52 Stat. 831 § 18) 

Federal Farm Loan Board (39 Stat. 361, 362 § 4) 

Rural Electrification Administration (49 Stat. 1366 § 11) 

Federal Alcohol Administration (49 Stat. 1964 § 501 (c)) 

Joint Committee on Government Organization (49 Stat. 8 § 4) 
Such permanent provisions are not included herein. 

Provisions relating to public relations and publcity experts contained 

in Appropriation Acts, 1953, 1954 and 1955: 
1953 (Eighty-third Congress, First Session) : 
Second Independent Offices Appropriation Act, Public Law 149, 
p. 4, p. 9 § 104. 

Veterans’ Administration.—Act prohibits use of the appro- 
priations to pay more than 26 persons engaged in public 
relations work. 

Section 9 prohibits use of appropriations under the Act, or 
funds provided for corporations or agencies thereunder, for 
publicity or propaganda purposes designed to support or 
defeat legislation pending before the Congress. 

ae. Department Appropriation Act, Public Law 156, p. 
21 § 408. 

Prohibits use of appropriations for publicity or propaganda 
urposes to support or defeat legislation pending before the 
ongress. 

Labor and Health, Education, and Welfare Appropriation Act, 
Public Law 170, p. 15 § 702. 

Prohibits use of appropriations for publicity or propaganda 

purposes not authorized by the Congress. 
ware Department Appropriation Act, Public Law 172, p. 16 
108. 

Imposes a Jimit of $250,000 on the amount available for 

informational services. 


| Provided by the Legislative Reference Service of the Library of Congress at the request of the Committee 
on Government Operations. 
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First Independent Offices Appropriation Act, Public Law 176, p. 
19 § 302, p. 19-20 § 303. 

Section 302 prohibits use of appropriations for publicity 
or propaganda purposes designed to support or defeat legisla- 
tion pending before Congress. 

Section 303 provides that not over 75% of the budget 
estimates for information and editorial functions for 1954, 
shall be used for compensation of persons performing func- 
tions as information specialist, publications and information 
coordinator, press relations officer, publicity expert, etc. 

a Department Appropriation Act, Public Law 179, p. 21 
634. 

Limits to $4,500,000 the amounts of funds under the act 

that may be used for public information and public relations. 
State, Justice, and Commerce, Public Law 195, p. 19 § 502. 
Prohibits use of appropriations for publicity and propa- 
ganda purposes not heretofore authorized by the Congress. 
1954 (Eighty-third Congress, Second Session): 
Independent Offices Appropriation Act, Public Law 428, p. 18, 
p. 26, § 302. 

Veterans’ Administration.—Act prohibits use of the ap- 
propriations to pay more than 20 persons engaged in public 
relations work. 

Section 302 prohibits use of appropriations under the Act, 
for publicity or propaganda purposes designed to support or 
defeat legislation, pending before the Congress. 

Agriculture and Farm Credit Appropriation Act, Public Law 437, 
p. 16, § 508. 

Prohibits use of appropriations for publicity or propaganda 
purposes to support or defeat legislation pending before the 
Congress. 

Defense Department Appropriation Act, Public Law 458, p. 19, 
§ 725. 

Limits funds used for public information and public rela- 
tions to $3,500,000. 

Interior Department Appropriation Act, Public Law 465, p. 14 
§ 108. 

Imposes a limit of $200,000 on the amount available for 
informational services. 

State, Justice, and Commerce, and the U.S. Information Agency 
Appropriation Act, Public Law 471, p. 21 § 602. 

Prohibits use of appropriations for publicity or propaganda 
purposes not heretofore authorized by Congress. 

Labor and Health, Education, and Welfare Appropriation Act, 
Public Law 472, p. 14 § 702. 

Prohibits use of appropriations for publicity or propaganda 

purposes not authorized by the Congress. 
1955 (Eighty-fourth Congress, First Session) : 
Agriculture and Farm Credit Appropriation Act, Public Law 40, 
14 § 508. 
: Prohibits use of appropriations for publicity or propaganda 
purposes to support or defeat legislation pending before the 
Congress. 
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Interior and Related Agencies Appropriation Act, Public Law 78, 
p. 11-12 § 106, p. 16 § 205. 

Section 106 imposes a limit of $200,000 on the amount 
available for informational services. 

Section 205 aby gies use of appropriation to the Forest 
Service under the Act, for publicity an — 3 ol ae 
to support or defeat legislation pending before the Congress. 

mse ers Offices Appropriation Act, Public Law 112, p. 11, 
p- 18 § 302. 
Veterans’ Administration.—Act prohibits use of the appro- 
riations to pay more than 20 persons engaged in public re- 
ations work. 

Section 302 prohibits use of appropriations under the Act, 
for publicity or pro da purposes designed to support or 
defeat legislation pending before the Congress. 

Commerce and Related Agencies Appropriation Act, Public Law 
121, p. 13 § 402. 
hibits use of appropriations for publicity or propa- 
ganda purposes not heretofore authorized by Congress. 
State, Justice, the Judiciary, and Related Agencies Appropriation 
Act, Public Law 133, p. 17 § 702. 

Prohibits use of appropriations for publicity and propa- 
ganda purposes not heretofore authorized by Congress. 
ee Department Appropriation Act, Public Law 157, p. 18 

624. 

Limits funds used for public information and public rela- 
tions to $3,270,000. 

Labor and Health, Education, and Welfare Appropriation Act, 
Public Law 195, p. 16 § 902. 

Probibits use of appropriations for Facer or propa- 

ganda purposes not authorized by the Congress. 





MINORITY REPORT 


Because of the almost continuous sessions of subcommittees of the 
Committee on Government Operations and the daily meeting of the 
House, when Members’ presence on the floor is necessary if they are 
to perform their duties, the minority have been without any oppor- 
tunity to examine the hearings, read the reports filed by the majority, 
prepare dissenting or additional views. 

his situation is protested as being unauthorized under our system 
of legislation, as being unfair, and Geceieing individual Members of 


Congress, who are members of the committees making the reports, of 
their opportunity to perform their duties. 

The action of the committee in delaying the putting out of these 
reports until the closing days of the Congress—action which auto- 
matically deprives the Members of their civil rights—is in sha 


contrast with the action of the House in adopting the civil rights bill. 

It is proof, indeed, that actions speak louder than words; that 
verbal adherence to a principle is no indication that it will be followed 
or supported when an actual situation arises. 


CruareE E. Horrman. 
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ADDITIONAL VIEWS OF HON. WILLIAM L. DAWSON 


The minority members and the majority members of the Committee 
on Government Operations have the same amount of time in which 
to work. Maybe the majority members of the committee are more 
industrious, and perhaps apply themselves more earnestly to their 
duties and responsibilities. 
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Dear Mr. Speaxer.: By direction of the Committee on Govern- 
ment Operations, I submit herewith the twenty-third intermediate 
report of its Subcommittee on Executive and islative Reorgan- 
ization. 
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of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-THIRD INTERMEDIATE REPORT 


SUBMITTED BY THE EXECUTIVE AND LEGISLATIVE 
REORGANIZATION SUBCOMMITTEE 


On July 20, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, 
“Public Opinion Survey To Influence Postal Rate Legislation (Con- 
tract by the Post Office Department).” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 

SUMMARY 


This report covers the findings of the Executive and Legislative 
Reorganization Subcommittee of the House Committee on Govern- 
ment Operations in its inquiry into the circumstances of the negotia- 
tion, execution, and utilization of a contract entered into between 
the Post Office Department and the Wengel Service Corporation 
of Princeton, N. J., under date of December 21, 1953. The contract, 
the result of negotations rather than competitive bids, was entered 
into under section 15 of Public Law 600 (5 U.S. C. 55a). The con- 
tractor was to make a survey and furnish a report on or before January 
15, 1954, concerning public opinion on the adequacy of postal service 
and on the acceptability to the public of changes in postal service and 

rates. 
~ The contractor interviewed 2,067. persons between December 12 and 
23, 1953, and was paid $11,653 by the Post Office Department in 
February 1954. 
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9 PUBLIC OPINION SURVEY 


-'The Committee on Government Operations has been assigned the 
a of studying the operation of Government activities at all levels 
with a view to determining its economy and efficiency. In the 
performance of this duty the chairman has assigned to the Subcom- 
mittee on Executive and Legislative Reorganization the subject 
matter of this report. 
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The subcommittee held a hearing on June 11, 1956. Testimony was 
received from the following witnesses: 

Albert J. Robertson, Assistant Postmaster General and 
Controller, Bureau of Finance, Post Office Department. 

Abe McGregor Goff, Solicitor, Post Office De artment. 

Adam G. Wenchel, Assistant Solicitor, Post Office Department. 
© — E. Merriam, Assistant to the Director, Bureau of the 

udget. 

Paul F. Krueger, clearance officer, Office of Statistical 
Standards, Bureau of the Budget. 


CONCLUSIONS 


1. The services performed by the Wengel Service Corp. in conduet- 
ing a public-opinion survey for the Post Office Department do not 
appear to have been necessary for the economical and efficient 
a of the functions and duties reposed by law in said 

epartment. 

2. The instant public-opinion survey and report were procured for 
the purpose of influencing the Congress in the matter of the postal- 
rate increases proposed by the Post Office Department. 

3. Despite the lack of congressional authorization, there has been 
an increase in the taking of public-opinion polls by the agencies, 
either directly or by contract. 

4. There generally is no limitation upon the amount which may be 
paid to firms or organizations of experts and consultants, as distin- 
guished from individuals, 

5. While the instant public-opinion survey allegedly was to be 
conducted to determine, inter alia, the adequacy of postal service, 
only question No. 14 dealt with such matter. In addition, there was 
no supporting information requested as to the basis for any inadequacy 
or as to how the postal service might be improved. The aforenoted 
deficiency, it is submitted, dispels any thought that the survey was 
for the purpose of assessing the adequacy of the postal service. 

6. The action by the Bureau of the Budget in connection with the 
survey nepencs to have been merely £ esawy and not in keeping 
with, the duty imposed by the Federal Reports Act of 1942. 


RECOMMENDATIONS 


1. Itis recommended that.a copy of this report be transmitted to the 
Post Office Department with a request that a full and complete 
statement be furnished regarding this report. Also, that this report, 
together with the Department’s comments and the record the 
su ittee hearing be forwarded to the Department of Justice for 
consideration in connection with the provisions of section 1913, title 
18, United States Code 
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The action of the Attorney Gerieral on this matter, in the licht of the 
evidence developed by the subcommittee, would be of assistance to 
the Congress in considering the practieal effectiveness of section 1913 
and the possible need for further clarifying legislation. Obviously it 
was not intended to have appropriated funds used by executive 
a and agenciés to pressure the Congress into taking favor- 
able action on executive recommendations. 

2. It is recommended there be continued the study of the nonper- 
sonal service contract phase ‘of the consultant and expert problem 
with the view of suggesting legislation to limit and control the use 
of such technique. Particular attention should be directed toward 
limiting the amount which may ‘be expended for nonpersonal service 
contracts. 

3. Further study is recommended as to the taking of public opinion 
surveys either by the agencies directly, or by contract with private 
individuals or organizations. 

4. It is recommended that a copy of this report be transmitted to 
the Bureau of the Budget with a request that a full and complete 
statement be furnished in explanation of its action in this matter. 


INTRODUCTION 


As a part of its inquiry into the employment and use of experts and 
consultants in Government your subeommittee has given some atten- 
tion to the “nonpersonal service contract’’ device whereby the services 
of firms and organizations, as well as individuals, are procured on a 
lump-sum basis to produce a specified result. The underlying theory 


is that the Government is buying the end product, or result, as dis- 
tinguished from the services which produce the result. The end 
product contracted for may be a special report based upon the con- 
tractor’s independent study and research, or it may be the completion 
of any assigned task. In any event the end product purchased repre- 
sents a Government function accomplished by the services of an 
independent contractor rather than by employees of the Government. 
It is reeognized, of course, that the proper use of the so-called non- 
personal service contract may in some instances promote the efficient 
and economical operation of our Government. However, we must 
also realize that contracting authority of this nature is a convenient 
vehicle for evading the civil service laws, and in that respect can be 
as great an evil as the uncontrolled use of individual experts and con- 
sultants employed on a personal service basis. 

Another phase of the problem involves the use of the contract au- 
thority under the conditions stated above to perform a function not 
clearly within the scope of the agency’s statutory authority, or to 
accomplish an objective prohibited by law. 

This repens spaetat e situation involved in a contract made by 
the Post e Department for a public opinion poll to test public 
reaction to a proposed postal rate increase. Your committee believes 
(1) that poll taking on the subject involved is not a proper function 
of the Post Office Department in carrying out its statutory duties 
and responsibilities; and (2) that the poll was taken for the illegal 
purpose of influencing Members of Congress to favor legislation pro- 
posed y the Department in direct violation of title 18, United States 
Sode, section 1913. 
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CONTRACT WITH WENGEL SERVICE. CORP. 
The contract for the public opinion poll is as follows: _ 


This contract entered into this 2ist:day of December 1953, 
by and between the United States of one ica, hereinafter 
called the Government and Wengel Service Corporation, a 
corporation organized and spetegcmeer the laws of the 
State of New York, of the City of ceton in the State of 


New Jersey, hereinafter called the Contractor: 


WITNESSETH 


Whereas the Contractor is an organization of experts in 
the field of ascertaining public opinion; and 

Whereas the Post Office Department desires to obtain the 
expert services of the Contractor in connection with the 
administration of the Department, pursuant to Title 5, 
United States Code, Section 55a and Title 2 of the Treasury 
and Post Office Departments Appropriations Act, 1954: 

Now, therefore, in consideration of the premises and of the 
mutual covenants and agreements herein contained, and for 
other good and valuable consideration, the parties hereto 
agree as follows: 

Article 1. Services to be rendered.—The Contractor shall 
furnish a report on or before January 15, 1954, to the Post 
Office Department concerning public opinion on the ade- 
quacy of postal service and on the acceptability of changes in 
postal service and postal rates. Such report shall be based 
upon a survey conducted im accordance with established 
principles of sampling on a quota basis and an analysis of 
such survey. The questionnaire used in such survey shall 
be approved by the Department. 

Article 2. Compensation.—The Government will pay the 
Contractor upon submission of the eh and on appropriate 
vouchers the sum of $11,500 provided, however, the com- 
pensation shall be increased by the amount of overtime 
compensation paid by the Contractor to its employees at 
established rates for any overtime work necessary to com- 
plete the report on the date fixed in Article 1, but such increase 
shall not exceed $575. The compensation fixed in this 
article shall be full compensation to the Contractor for all 
work in connection with making a survey, analyzing the 
responses and preparation and submission of the report as 
provided in Article 1. 

Article 3. Standard clause—Nondiserimination in employ- 
ment. 

Article 4. Standard clause—Officials not to ; 

P Article 5. Standard clause—Covenants against contingent 
ees. inaten 

In witness whereof, the parties hereto have executed this 
contract as of the day and year first above written. 

Tue Unrrep Srates or AMERICA, 
By C. R. Hook, Jr. . 
) “Acting Postmaster General. 
Wencet Service Corporation, 
By Arrnur R. WenGEL, ; 
President. 
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HOW THE SURVEY WAS ACCOMPLISHED 


The Post Office Department directed that the survey questionnaire 
be designed to do three things: 


1, Ascertain the public’s knowledge as to how much of the 
Post Office Department’s costs are now covered by the postage 
paid on the three classes of mail. 

2. Ascertain the public’s attitude toward running the Post 
Office Department on a break-even basis. 

3. Ascertain what the public’s attitudes are likely to be if 
they knew some of the Department’s views on rate increases. 


The questionnaire prepared by the contractor and approved by 
the Post Office Department, together with supplementary material 
required to be read to the respondent is as follows: 


OPINION SURVEY 


I'm making a public opinion survey and I'd like to ask you a few questions. 


i. 


Is it your impression that the United States 

Post Office Department now gets enough money 

from postage to pay for the cost of providing 
postal service, or not? 


. Do you think the Post Office Department ought 4( )OUGHT TO TAKE IN ENOUGH 


to take in enough money from postage to pey all 5( )ALL RIGHT IF IT DOESN'T 
its costs, or is it all right if it doesn't take 6( )OTHER ANSWER 
in enough to pay all its costs? 


7( 80 OPINION 


INTERVIEWER, PLEASE READ FOLLOWING STATEMENT TO RESPONDENT: 


As you know, there are four classes of mail. The Post Office keeps a record of the 
cost of handling each class. Here's a card describing the four classes. 


HAND RESPONDENT CARD "A", AND GIVE PLENTY OF TIME TO READ THE CARD 


3. 


Is it your impression that the postage paid on 
each of these classes of mail covers the cost of 
handling that mail, or are there some of these 
classes vhere the postage does not cover the cost? 


2( )2ND CLASS - MAGS. & NEWSPAPERS 
3( )3RD cLaSs - CIRCULARS & ADV. 
4(. )WTH CLASS - PARCEL POST 

5( )DON'T KNOW WHICH 


6( )NO, NONE 
T( )YES, SOME 
than the cost of handling 8( )NO OPINION 


of mail where the postage 


(IF "YES" ON 5, ASK): 
. Which class or classes? 1( )iST CLASS - LETTERS 


2( )2MD CLASS - MAGS. & NEWSPAPERS 
.3( )3RD CLASS - CIRCULARS & ADVERTISING 
4( )WTH CLASS - PARCEL POST 
5( )ALL OF THEM 
: 6( )NO OPINION 
IF ANY CLASS OR CLASSES On 6, ASK): 
do you class 
mail should have rates that are lower. 
than the cost of handling that mail? 
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INTERVIEWER, PLEASE READ FOLLOWING STATEMENT TO RESPONDENT: 
At present rates, the cost of running the postal service this year vill be more 
than the amount taken in. Actually, there will be a loss of about 400 million 
dollars which will have to come from taxes. 


‘THEN CONTINUE: 
8. As it is now, the postage on parcel post, which is 1( )APPROVE 




















fourth cless mail, is required by law to cover the 2( )DISAPPROVE 
cost of hai@ling it. Do you approve or disapprove 3( )OTHER ANSWER 
of this? a) 











As you probably know, the postage rate for first class 
out-of-town mail has not been increased since 1932. Be- 6( )DISAPPROVE 









cause of higher wages and other costs since that time, 7T( )OTHER ANSWER 
the Post Office Department has proposed an increase in 

this rate from 3 cents to 4 cents on letters going out 8{ )NO OPINION 
of town. Would you approve or disapprove of this increase? 





COMMENT : 






- 









LO. Postage on second class mail now covers less than 9( )APPROVE 
one-fourth of the cost of handling it. Some people O{ )DISAPPROVE 
say this is all right because newspapers and maga- X( )OTHER ANSWER 
zines are educational material and should get lower 
rates. The Post Office Department is proposing to Y( )N0 OPiVION 






increase postage rates on second class mail in order 
to get back more of its cost. Would you approve or 
disapprove of this increase? 


COMMENT : 











Postage on third class mail, which is circulars and 
advertising matter, now covers about three-fifths of 2( )DISAPPROVE 
the cost of handling it. The Post Office Department  3( )OTHER ANSWER 
is proposing to increase these rates also. Would you 


approve or disapprove increasing the rates on third 4 NO OPINTON 


class mail? 
COMMENT : 














As we said before, the Post Office Department will lose 5( )THROUGH TAXES 
about 400 million dollars this year. Do you think this 6( )TAKE IN ENOUGH TO COVER CosTs 
loss should be made up through taxes or do you think the 7({ )OTHER ANSWER 


Post Office Department should take in enough money to 
cover its costs? 8( NO OPINTON 


Why do you feel that way? 
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Would you say the postal service you are getting here 9( )GOOD 
is good, average, or poor? O( )AVERAGE 
X( )POOR 
Y¥( )NO OPINION 


Do you or does any member of your immediate 
family receive newspapers through the mail? 


Do you or does any member of your immediate 
family receive magazines through the mail? 
6( )DON'T KNOW 


Would you mind telling me exactly what kind of work 
you (usually) do? 





Specific Occupation 


What kind of work does the chief wage 
earner in your household do? 





What kind of business is that -- what do they 
make or do? 








INTERVIEWER PLEASE CHECK: 





Type of Company Respondent (or Chief Wage earner if 
( )Menufacturing res t_is a housewife, widow, etc.) 








( )Retail or wholesale $ an employee 
( )Transportation, utilities ( )Is an owner who hires workers 
( )Personal or business service ( )Works for himself, hires nobody 
( )Construction 
( )Other 











Sex: 1( )MAN 2( )WOMAN 20. Race: 1( )WHITE 2( )COLORED 
Age: 1( )2l - 29 YEARS 2{ )30 - 4% YEARS 3( )45 & OVER 


Respondent lives: 1({ )ON FARM 2( )OPEN COUNTRY OF 3{ Jerry oR TOwN 
VILLAGE UNDER 2500 OVER 2500 


RESPONDENT'S TOWN COUNTY STATE 








INTERVIEWER CODE NO. 





—_—_—_— 


DATE 
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The contractor stated in letter dated December 10, 1953, to the 
Department that questions 1 through 7 were designed to accomplish 
the first two objectives and that questions 8 through 13 were designed 
to accomplish the third objective. With respect to the latter group 
the contractor stated: “I believe they can be defended as good re- 
search technique.”” Your committee does not attempt to evaluate 
the soundness of the research technique, but it does challenge the 
result which this technique was designed to accomplish. Our views 
on this point are fully expressed in oy section of this report. 

Based upon the survey conducted the contractor prepared a report 
entitled “The Public Looks at Postal Rates” and submitted it to the 
Post. Office Department. The document is reproduced in the ap- 
pendix to this report. 


USE OF THE REPORT BY THE POST OFFICE DEPARTMENT 


On January 21, 1954, after the Wengel Service Corp. had submitted 
its findings to the Department, Postmaster General Summerfield re- 
leased the report to the press at a news conference during which he 
told newsmen that he was delivering the results to Congress which 
last year took no action on his request to raise postal rates. Simul- 
taneously with the release of the survey to the press the Post Office 
Department sent copies to all Members of Congress. These copies 
were produced in the Government Printing Office. In a letter trans- 
mitting the report to the Members of Congress the Postmaster Gen- 
eral stated in part: 


We believe you will find this objective national opinion sur- 
vey throws much helpful light on the degree of public ap- 
proval of proposed increases in first-, second-, and third-class 
postal rates, and should be helpful to you in your considera- 
tion of the problem. 


REACTION FROM CONGRESS 


On the same day—January 21, 1954—that the survey report 
reached the Members of Congress, Senator Albert Gore of Tennessee 
wrote to the Comptroller General, enclosing a copy of the report. 
The Senator informed the Comptroller General that the materials 
in question were circulated on the eve of the date upon which the 
House Post Office Committee was scheduled to consider legislation 
which would authorize increases in postage rates as proposed by the 
Post Office Department. The Senator said he thought it was clear 
that these materials were calculated to influence Members of Congress 
in their consideration of legislation, the enactment of which is urged 
by the Postmaster General. He expressed belief that this action was 
in violation of section 1913, title 18, United States Code, and re- 

uested the Comptroller General to make whatever investigation he 
dvemad necessary and give the Senator his opinion as to the legality 


of the expenditure of appropriated funds involved in the transaction. 
Section 1913, title 18, United States Code, provides as follows: 
§ 1913. Lobbying with appropriated moneys 
No part of the money appropriated by any enactment of 
Congress shall, in the absence of express authorization by 
Congress, be used directly or indirectly to pay for any per- 
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sonal service, advertisement, telegram, telephone, letter, 
printed or written matter, or any other device, intended or 
designed to influence in any manner a Member of Congress, 
to favor or oppose, by vote or otherwise, any legislation or 
appropriation by Congress, whether before or after the intro- 
duction of any bill or resolution proposing such legislation 
or appropriation; but this shall not prevent officers or em- 
eae of the United States or of its departments or agencies 
rom communicating to Members of Congress on the request 
of any Member or to Congress, through the proper official 
channels, requests for legislation or appropriations which 
they deem necessary for the efficient conduct of the public 
business. 

Whoever, being an officer or employee of the United 
States or of _— department or agency thereof, violates or 
attempts to violate this section, shall be fined not more than 
$500 or imprisoned not more than one year, or both; and 
after notice and hearing by the superior officer vested with 
the power of removing ‘hina, shall be removed from office or 
employment. 


The Comptroller General requested a “complete factual report” 
from the Postmaster General and, upon the basis of the report re- 
ceived, gave his opinion to Senator Gore by letter dated February 12, 
1954, B-118409, 

The Comptroller General held that “only in rare instances would 
the expenditure of public moneys for such purposes [public opinion 
polls} be justified as being reasonably incident or necessary to carrying 
out the functions of a Government department or agency.” The 
Comptroller General found that since the Post Office Department had 
received an appropriation for the purpose of making a continuing 
study of the postal rates, the public-opinion survey was authorized, 
as being a part of such study, even though it might be considered as 
unwise or uneconomical. With respect to section 1913, the Comp- 
troller General concluded that no violation had occurred. Apparently 
the conclusion was based upon the absence of ‘evidence in the 
record * * * that the action of the Postmaster General in authorizing 
the expenditure of funds for the survey was intended or designed to 
influence Members of the Congress on legislation as distinguished 
from having had the survey made for administrative purposes of the 
Post Office Department.” 

The entire opinion which quotes the essential portion of the 
Department’s ‘factual report”? is included in the appendix hereto. 


FINDINGS BY THE COMMITTEE 
A. POST OFFICE EFFORT TO INFLUENCE LEGISLATION 


The timing of the survey to coincide with congressional considera- 
tion of legislation proposed by the Post Office Department to increase 
postal rates, and distribution of the report to Members of Congress 
on the eve of committee consideration of the proposal, strongly sup- 
ports the conclusion that the survey was made and distributed with 
the intent and design of influencing Members of Congress, contrary to 
the letter and spirit of the said section 1913. Prior to the survey, 
eee for increases in postal rates had already been made by the 

ost Office Department to the Congress and the survey could have 
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been of no use in connection with the formulation of such proposals 
even if a survey could be justified for such a purpose. 

The whole project from its conception to its completion was con- 
ducted in an atmosphere of speed to meet the January 15, 1954, 
deadline. The survey was authorized on December 10, 1953, and 
actual interviews of the public sampled were conducted between the 
dates, December 12 and December 23. Yet, a formal contract was 
not executed until December 21, 1953. The completion date of Jan- 
uary 15, 1954, was to be met even if the contractor had to do overtime 
work. In fact, extra compensation for overtime was provided in the 
contract and paid by the Post Office Department. 

The January 15 date was important because the new Congress would 
be in session, and one of the first items on its agenda was consideration 
of the Post Office Department’s perennial proposal to increase postal 
rates. The previous session of Congress had net acted on a similar 
proposal submitted by the Post Office Department. ‘The Department 
believed that representations of popular disapproval of the rate in- 
creases were responsible for this failure to act. Even from this chronol- 
ogy of events a conclusion as to the real purpose of the survey is al- 
most inescapable. In addition to this, even a cursory analysis of the 
questionnaire and related material reveals that the questions were 
“loaded” and the preamble thereto slanted to such an extent that the 
only probable rent is the one which is reflected in the Wengel report. 
Questions 8 through 13, characterized by the contractor to be defen- 
sible as good research technique, were not asked until the interviewer 
had read to the respondent the following statement: 


At present the cost of running the postal service this year will 
be more than the amount taken in. Actually there will be a 
loss of about $400 million which will have to come from 
taxes. 


The excess cost for this year was emphasized in the statement, 
leading the Bi autre to the natural conclusion that it was a new 


occurrence, and would result in an increase in his taxes. Of course, 
he would be inclined to oppose this and would lean toward favoring 
a raise in postal rates as opposed to increased taxes to take care of the 
deficit. In response to question 1, a majority of the respondents with 
any opinion stated that they thought the Post Office Department 
received enough through postage to pay the costs of the postal service. 
About one-fourth of the respondents had no opinion at all. Thus, a 
majority of them were in a proper state of mind to construe the state- 
ment as meaning that additional taxes would have to be levied to pay 
the $400 million deficit. In testimony before this subcommittee, Mr. 
Albert J. Robertson, Assistant Postmaster General, conceded that it 
would have been better had the statement said ‘‘not only this year but 
for 7 or 8 years before.”’ Assistant Postmaster General Robertson was 
quite forthright in his testimony to the effect that the questionnaire 
was designed to educate the respondent, inform him as to the Post 
Office Department views, and get his opinion as to postal increases 
after the indoctrination process. Mr. Robertson conceded that with- 
out this so-called education a majority of the people would oppose a 
postal increase. 

An approach such as this may be accepted as “good research techi- 
nique,” but your committee does not believe that such an “educated” 
opinion from 2,067 persons interviewed reflects, with any degree of 
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accuracy, the opinion of all the other people in the country who were 
not subjected to this ‘educational’ process. We believe there is no 
reasonable basis for any other conclusion but that the questions were 
designed to get a favorable reaction to the proposed postal rate increase 
from the people interviewed, and that the results were intended to 
influence favorable action thereon by the Congress. With respect to 
be latter point Mr. Robertson testified before the subcommittee as 
ollows: 


Mr. Rosertson. The poll confirmed—there was a great 
deal of argument, resistance, to the program, particularly on 
the part of certain classes of mailers—there was a general 
inference that the public did not share this feeling which we 
believed in. 

Mr. Pincus. But you wanted to tell the public the facts? 

Mr. Rosertson. We wanted to confirm our own judgment 
as to what the public thought. 

Chairman Dawson. That bears out what we had in mind. 
This was a thing done to convince the Congress—this was 
done for the benefit of pending legislation that you had before 
the Congress, this poll was taken. You had already recom- 
mended the legislation. The matter was coming up before 
the new Congress, you wanted the material to appear before 
the committee to support what you believed, to justify you 
in asking for it, so this poll was taken; is that right? 

Mr. Rosertson. Well, the poll supported our position. 

Chairman Dawson. That wasn’t my question. The ques- 
tions sent out were designed to support your contention, but 
the poll was made for the purpose of influencing the Congress 
in a request that you had made to the Congress? 

Mr. Rospertson. Yes; we used that information in our 
hearings. 

Chairman Dawson. Wasn’t it made for that purpose? 
Wasn’t this poll taken in order to confirm what you believed 
to be a state of facts as to matters pending before the Con- 
gress? 

Mr. Rosertson. Yes. 


From the foregoing testimony any possible doubt as to the real 
intention of the Post Office Department is removed. The committee 
believes that this assent constitutes an admission of an intent and 
design to influence Congress m contravention of the statute. 

Aside from the question of legality under section 1913 the Comp- 
troller General concluded that the cost of a public opinion poll such 
as here involved is a proper expenditure under the general appropria- 
tion to enable the Postmaster General to make a continuing study of 
the postal rate structure. Clearly, this conclusion was reached on 
the basis of an alleged ‘factual report’’ by the Post Office Department 
indicating that the poll taken was for administrative purposes neces- 
sary to carry out the functions of the Department. However, a frank 
statement that ‘(we wanted to confirm our own judgment” is not a 
“study of the postal rate structure”. Under the facts now developed 
by this committee we believe it is legally impossible to reach a con- 
clusion that the poll was taken for administrative purposes necessary 
to carrying out the functions of the Department. 
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Even from the facts before the Comptroller General when he wrote 
his opinion of February 12, this committee believes it highly improper, 
though perhaps technically legal, for the Post Office Department or 
any other department to determine departmental policy matters on 
the basis of public reaction thereto obtained through an opinion 
survey. 

B. LAXITY OF BUREAU OF THE BUDGET 


Under the Federal Reports Act of 1942 (56 Stat. 1078; 5 U.S. C. 
139-139f), the Bureau of the Budget is to coordinate Federal reportin 
and statistical services to eliminate duplication, reduce the cost, aad 
minimize the burdens of furnishing information to Federal agencies. 
In addition, section 3 (d) of aforesaid act provides: 


* * * upon his own motion, the Director is authorized 
within his discretion to make a determination as to whether 
or not the collection of any information by any Federal 
agency is necessary for the proper performance of the func- 
tions of such agency or for any other proper purpose * * *, 


With respect to the request of the Post Office Department on 
December 4, 1953, for Budget Bureau review of the plans for the 
survey, Mr. Robert E. Merriam, Assistant to the Director, testified 
before the subcommittee as follows: 


* * * T would like to make two things clear. The first is 
that it is not our responsibility—ard I think you would all 
agree on this—to determine specifically whether the Depart- 
ment has legal authorization to do this. We assume that 
they have their lawyers for that purpose, and we would not 
make an investigation. 

The CHarrMan. He based his justification upon the fact 
that you approved it as one of the elements. 

Mr. Merriam. [ think not, not on the legal. 

Mr. Pincus. But on the expenditure of funds he said the 
Budget Bureau approved the expenditure of funds for this 
purpose. Is that not correct? 

Mr. Merriam. | don’t think that is exactly the way it 
happened. And I will have to read you again the letter 
which was sent. 

Mr. Pincus. Before we do that, ] think we ought to get the 
record clear. Is that not what the Post Office testified 
earlier this morning, at least on two occasions, that the 
approval of the Budget Bureau for this expenditure was 
sought? 

Mr. Wencuet. It was a necessary requisite to making the 
survey. 

Mr. Pincus. It was a necessary prerequisite? 

Mr. Wencuev. To making the survey, yes, sir. 

Mr. Pincus. In your opinion. And you asked the Budget 
Bureau for this approval? 

Mr. Merriam. Approval of the survey. 

Mr. Pincus. Survey. 

Mr. Merriam. There is a difference there, as you well 
know, Mr. Pincus, between approval of the survey and 
approval of the expenditure of the funds. 

r. Pincus. at is the distinction? 
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Mr. Merriam. Well, we were approving this under the 
terms of the Federal Reports Act, which has to do with the 
elimination of the duplication of information, and making 
certain that only such questionnaires, and so forth, are sent 
to the public as are needed. 

The CuarrMan. By the agencies. But this wasn’t sent 
by any agency. This was an authorization for spending 
money with one of these consultants, with one of these con- 
sulting companies, as a consultant. 

Mr. Merriam. I think, Congressman, you would have to 
apply that to whatever means the agency feels is needed in 
any particular survey. 

The CuarrmMan. Then you feel that every agency has got 
a right any time it wants to to go out and make a private 
survey? 

Mr. Merriam. Yes, if they find that that is the best means 
of doing it, and if they have the legal authorization to do so. 

The Cuarrman. If they have a legal authorization to do 
it. But the legal authorization must come from legislation, 
and nowhere has Congress ever determined that the agencies 
can go out and hire outsiders to do the work they are charged 
by legislation to do. 

Mr. Merriam. That is a matter on which the Attorney 
General and the Comptroller General have to decide, and it 
was not involved in our determination of the need for this 
survey. 

Mr. Pincus. But you said that you did decide that that 
survey was needed, those were your words just a few minutes 

0. 

Mr. Merriam. That is right. 

Mr. Pincus. So you approved the survey and the funds 
that went with it? 

Mr. Merriam. That is where we fall off. We approved 
the survey. 

Mr. Pincus. How do you draw the distinction there? I 
am just interested in it as a matter of education. 

Mr. Merriam. Mr. Pincus, as a former Bureau man, I 
am sure you are well aware of the answer to this, but I will 
elaborate on it. 

Mr. Pincus. My memory gets hazy after several years. 

Mr. Merriam. The suggestion that we approve the spec- 
ific expenditure of moneys means that we have looked into 
the question of whether they have the legal authority so to 
do. We did not look into that question. 

Mr. Pincus. Do you ever look into that? 

Mr. Merriam. We might in some cases. 

Mr. Pincus. But you didn’t in this case? 

Mr. Merriam. Well, when you say, ‘Do we ever look into 
that,’’ does the Bureau of the Budget ever look into the 
question of whether legal authority is available on any 
matter; is that what you mean? 

Mr. Pincus. In connection with requests for clearances of 
this kind. 

Mr. Merriam. Of this kind. 
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Mr. Pincus. Yes. 

Mr. Merriam. Let’s ask Mr. Krueger. 

Mr. Krusracer. Very seldom. We did not consider that a 
art of our regular job involved in the examination of plans 
or & survey, and approval of those plans, as a prerequisite 

for the conducting of a survey under the terms of the Federal 
Reports Act of 1942. 
he Cuarrman. Did you consult your Solicitor for your 
Department in this matter? 
Mr. Kruecer. We did not. 


Thus, it is to be noted that while Mr. Merriam stated it was not the 
Bureau of the Budget’s responsibility to determine specifically 
whether the Department has legal authority to conduct a survey, 
nonetheless, Mr. Krueger, also of the Bureau of the Budget, admitted 
the Bureau, at times, » look into such questions. 

Accordingly, it appears that in the instant case the review by the 
Bureau of the Budget was most casual and not in keeping with the 
authority and duty reposed in it by the statute. There is no indica- 
tion that the Bureau of the Budget entertained any idea of examining 
the proposed public-opinion survey to see whether the survey (in the 
words of the Federal Reports Act) “* * * is necessary for the proper 
performance of the functions of such agency or for any other proper 
purpose * * *”, 
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Appenpix No. 1 
THE PUBLIC LOOKS AT POSTAL RATES 


An Opinion Survey for the United States Post Office Department by 
Vengel Service Corp., Princeton, N. J., January 15, 1954 


FOREWORD 


This report presents the findings of 2,067 personal interviews, made 
between December 12 and December 23, 1953, with a representative 
sample of the public throughout the country. 

The purpose of the survey was to obtain the public’s views on the 
general question of whether the Post Office Department should be 
operated on a self-supporting basis and to ascertain the degree of 
approval of proposed increases in first-, second-, and third-class rates, 
after pedals bie been given the facts about current deficits and rising 
costs of postal service. 

Details of the sample are discussed in The Survey Plan at the end 
of this report. 

A copy of the questionnaire is appended. 


HIGHLIGHTS OF THE SURVEY 


1. Most people feel that the Post Office Department should be 
self-supporting. About 4 out of every 5 say that the Department 
should take in enough money from postage to pay all its costs. This 
gree is held in all parts of the country and in all major segments 
of the population. 

2. The public further feels that each class of mail should pay its 
own way. Only very small minorities, ranging from 2 percent in the 
case of third class to 8 percent for first class, believe that any classes 
of _ should have rates that do not cover the cost of handling that 
mail. 

3. After having been informed of current deficits and given reasons 


for raising rates, people favor rate increases on individual classes of 
mail as follows: 


83 percent approve of a rate increase on third-class mail ; 
74 percent approve of a rate increase on second-class mail; 
56 percent approve of a rate increase on first-class mail. 
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This gives some indication of what the public’s reaction to the pro- 
posed rate increases might be if the population generally were informed 
about current deficits and were exposed to the reasons for increases 
that were given to the people interviewed in the survey. 


FINDINGS IN DETAIL 


1. As of today, a large majority of the American people feel that 
wot States Post Office Department should be on a pay-as-you-go 
asis. 
78 percent say the Post Office Department ought to take in 
enough money from postage to pay all its costs; 
14 percent say it is all right if it doesn’t take in enough to pay 
all its costs; 
2 percent give other answers, such as “first-class mail need not 
pay its own way but other classes should ;” 
6 percent express no opinion. 

This question was the second one on the questionnaire, and was 
asked before respondents had been given any information regarding 
increases in postal rates. 

2. The opinion that the Post Office Department should be on a 
self-supporting basis is held by all segments of the population. Only 
small variations are evident among men and women, young and old, 
people on farms, in small towns, and large cities, people in different 
sections of the country, and in various occupational groups. The 
table on the next page shows the opinions of all these groups on 
this question. 

“Do you think the Post Office Department ought to take in enough 
money from postage to pay all its costs, or is it all right if it doesn’t 
take m enough to pay all its costs?” 











Percent | Percent | Percent 

National publie._..........-..- iat ihee depts apetlachon si oiiacreceediaecigstian 78 14 2 6 
pS EINES ies a Bie Ba 6". BE Tee SEN eh Se aeons Fae te INE 73 13 2 7 
Midwest. ‘e Be Nee et 77 16 2 5 
IDs. on dekctites = sain nien dad immantind daa ce aacan bee on akhimsnan 81 13 1 5 
| SERRE SSCs FS Rae SER Pe Rie eR RAPE os oo ee Pees Sea 76 16 1 7 
BEE SER, VER MRIRE cday «Oy noe Raa. Ca ye oD 77 15 2 6 
SEARS NIC Ee. SPAS Aten ote eB 78 17 1 4 
AED OP RI il cchid on oh} - cmdline one bp omuedddseishesn pul aiehs abe 81 13 2 4 
SE I hi ivr kd cea is chan eb neenaee tnoseg Waren een 86 9 1 4 
EY URE os hh ad oak ooh op ckccccnc pinion, cableawaus a 79 14 1 6 
BS EPR ODL EEA Rete Mee OO READ OP GR Poe sh eN 70 16 1 13 
Fee en sale ried tls het cial ely closets 79 15 2 4 
pL ERR RSE Es Oey pete RE nines PE Meee eee eee fee ote 78 “4 1 7 
ee in nn line hab ote wae s bien dsl nemaktaaneic oN tininel 78 14 1 7 
2 BR REG Ae oe ee eae Gk Mee eget Rene LE Nee ee 80 15 1 4 
OSS RSE SRE. Di RS LMT MORES Sages sere yee MAN” ore 77 “4 2 7 

SEER LE a i ER AO ERS A 1. CCD Tere Roe 78 13 2 7 
EO ONOE OMNIS... oo nis cosy Sho hig ica do ge ee 77 17 3 3 
PE oe fe Sek eicnniddncbccunsahudieisoseeetnanenenae 80 12 1 7 
I io Se cp as cabdisen scien akcin conmeibbmanetinnee 80 12 () 8 














1 Less than 4% percent. 


3. Both those who believe that the Post Office Department now 
pays its own way and those who know that it does not are strongly of 
the opinion that it should be self-supporting. 
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(a) The public is not particularly well informed on the financial 
aspects of the Post Office Department’s operations: 
43 percent think the Department now gets enough money from 
tage to pay for the cost of providing postal service; 
34 percent think it does not; 
23 percent don’t know whether it does or not. 
(6) But large majorities of both those who are aware of the deficit, 
and those who are not, think the Department should take in enough 
revenue to cover costs. 





Think it 
is not 








Say Post Office Department should take in enough to cover all costs 
— is all right if it doesn’t 
oO and no opinion 











4. Moreover, the public says that each class of mail should pay its 
own way. 67 percent say there are no classes of mail on which the 
postage rate should be lower than what would be required to cover the 
cost of handling that mail. Among the minority who do favor sub- 
eee more mention first-class mail than any of the other three 
classes. 

“In your opinion, are there any of these classes of mail where the 
postage rate ought to be less than the cost of handling that mail?” 

If “Yes,” “which class or classes? 


Total public 


None of them 
rs opinion 


(The percentages mentioning the various classes add to more than 
18 percent because some respondents named more than one class.) 

Note on interviewing procedure.—Immediately before asking the two 
questions shown above, the interviewer said to the respondent: 

“As you know, there are four classes of mail. The Post Office 
keeps a record of the cost of handling each class. Here’s a card 
describing the four classes.”’ 

The interviewer then handed the respondent a card and allowed 
him ample time to read it. The card read as follows: 
irst-class mail is mostly letters. 

Second-class mail is mostly ines and newspapers. 

Third-class mail is mostly daar and advertising matter. 

Fourth-class mail is mostly parcel post. 
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Therefore, in replying to the questions shown above, the people 
interviewed had a clear idea of the differences among the various 
classes of mail. 

5. Those who receive magazines or newspapers through the mail are 
we — in favor of subsidization of second class mail than are those 
who do not. 


rhe ne tag a mail should have rates that are lower than the cost of handling 
that mail: 


Percent 
ROE PUNE... - ea ceecoreusdcounsnsceatad dibdddde sue 4 
Receive magazines through the mail_............-.--..---.----- ee 4 
Receive magazines and newspapers through the mail__.___....-_-_-.- 5 
Receive neither through the mail. ............-.5-26-.. 22-2 88. 0 


The 1 and 2 percent differences above are within the range of 
possible sampling error and are not statistically significant. 

6. The principal reasons given by the 8 percent of the public who 
favor below-cost rates on first-class mail are that it is essential, 
present rates are too high, and that it is a public service. 

The 4 percent who favor low rates for second-class mail do so 
principally on the basis of its educational value. 

The relatively few (2 percent) who say rates for third-class mail 
should be below cost give as their principal argument its unimpor- 
tance—the fact that it consists of open matter which is of relatively 
little significance. It may be that some of these people misinterpreted 
the question; instead of meaning that third rates should be 
below cost, they may mean that third-class rates ought to be lower 
than those of other classes, because third-class material is less im- 
portant than the others. 

Those who would like to see fourth-class mail subsidized (4 percent 
of the public) argue chiefly that present rates are too high. 

7. After having been informed of some of the reasons for postal 
rate increases, 8 out of every 10 people say they think the Post Office 
Department should take in enough money to cover its costs. Only 
9 percent vote for having the deficit made up through taxes. 

The following question came toward the end of the interview, after 
respondents had been given some of the reasons for rate increases: 

“‘As we said before, the Post Office Department will lose about 
$400 million this year. Do you think this less should be made 
up through taxes or do you think the Post Office Department 
should take in enough money to cover its costs?” 


Percent 
ee ee nD OG GOWER COUN a os Cimadndnncwchnonnecka 81 
Loss should be made up through taxes_-..........---.--..----------- 9 
Other answers! 2. 2. on 2 eine Leesa s ead MULE SEC. SUDNS 4 
SEN 5 gia to sete as wc i kang eae Roan eg onan eed Magner Se bihigh a —iednin! 6 


1 Such as: 


“ Chey should make up part of it through taxes and part through increased pos ‘a 
ey think the Post Office Department should take in more than it does, but oon. OM help on part 
rf) ve 


“Gradually the Post Office should pay for itself but the burden must be assumed gradually.” 
“With the exception of first-class mail, all departments should make their own way.” 


Again the feeling that the Post Office Department should be self- 
supporting is prevalent in all parts of the population. Among the 
various subgroups of the population analyzed in the survey the 
highest proportion saying the loss should be made up through taxes 
is 12 percent; the lowest proportion saying that the Post ce De- 
partment should take in enough to cover costs is 76 percent. (See 
appendix table A—12 for details.) 
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8. Objections to high taxes are the biggest factor in the public’s 
feeling that the Post Office Depadtanent should be run on a pay-as- 
you-go basis, rather than being partially supported by taxes. People 
mention this more often than anything else as a reason for feeling that 
the Post Office ought to pay its own way. 

Other arguments frequently advanced are that it is fairer to pay in 
proportion to use than by a general tax subsidy, that it is good in 

rinciple to be self-supporting, and that the Post Office should be run 
ike any business. 

Note that 9 percent say the Post Office should practice greater 
economy. Some of the comments in this category indicate a feeling 
that the Post Office can cover its costs in this way without necessarily 
increasing rates. Note also that 3 percent refuse to accept the state- 
ment that the Post Office is losing money and say that it is now taking 
in enough to cover its costs. 

“Why do you feel that the Post Office should take in enough money 
to cover its costs?” 


Taxes are too high now; too many things have to be paid for by taxes 

Disapprove of using tax money for this purpose 

Easier to pay postage than taxes; rather pay a little more on each letter than 
a lot at the end of the year 

Fairer to pay in proportion to use; users should pay their fair share rather 
than getting a general tax subsidy 

It should be self-supporting (general); it’s just a good practice to be self- 
sufficient 

bee date Office should be run like any business; a good business keeps out of nm 
ca ie sre i a a a ist aeerareoehte Adding eee aie 

Should practice greater economy, be more efficient, reduce costs 

Rates should be increased to cover costs 


9. Those who think the postal deficit should be made up through 
taxes (9 percent of the total public) argue chiefly that mail is a public 
service and that present rates should not be increased. 

“Why do you feel that the loss should be made up through taxes?”’ 


Percent 


Mail is a public service; it is the Government’s responsibility to provide this 
ORONO rk i Ani ea a Sa MAM wo hus ddudth mn nadaseoe 20 

Do not approve of raising postal rates; postage would cost too much if the 
Post Office has to cover all its costs 15 

Too large an amount involved; not practical to take in enough in postage to 
OT i Fai een ie excise Ra eas igo be gh dae pk bia on SSipiolere 

The Post Office has always been in the red; we have always subsidized it and 
et Oe WO SONU £6 CO Bilao oka odie eho Cee Sone neh eenmas 


Tax revenues are adequate, the Government takes in plenty in taxes to 
cover the deficit 

Might as well use tax money this way as other ways; it is a worthwhile 
service to spend tax money on 

Taxes pay for other things, so why not the Post Office? 


10. On rate increases for individual classes of mail, the public votes 
as follows after hearing reasons for the increases: 
83 percent approve a third-class rate increase. 
74 percent approve a second-class rate increase. 
56 percent approve a first-class rate increase. 
In addition, 91 percent say they approve of the law which requires 
parcel post to pay its own way. 
81198—56——4 








20 PUBLIC OPINION SURVEY 


The votes on the three classes of rate increases provide some 
indication of what the reaction of the total public might be if they 
had the same information as was given to the people interviewed in 
this survey. 

Wording of the questions and the replies are shown below and on the 
following pages. 

(a) Before respondents were asked for their opinions on rate in- 
creases, this statement was read to them: 

“At present rates, the cost of running the postal service this year 
will be more than the amount taken in. Actually, there will be a loss 
of about $400 million which will have to come from taxes.” 

They were then asked this question about parcel-post rates: 

“As it is now, the postage on parcel post, which is fourth-class mail, 
is required by law to cover the cost of handling it. Do you approve 
or disapprove of this?” 


Approve 
Disapprove 
Other answers 
No opinion 
1 Less than }4 percent. 


(6) The next question dealt with first-class rates. 

‘‘As you probably know, the postage rate for first class out-of-town 
mail has not been increased since 1932. Because of higher wages and 
other costs since that time, the Post Office Department has proposed 
an increase in this rate from 3 cents to 4 cents on letters going out of 
town. Would you approve or disapprove of this increase?” 


Approve 
Disapprove 
Other answers 
No opinion 

Following are some verbatim comments made by those who approve 
of an increase in first class rates: 

“As everything else has gone up, I guess it is all right to go up on 
letters too.’”’— Wife of laborer, Texas. 

“One cent isn’t too much of a hardship and if it helps reduce taxes, 
I think it’s the thing to do.’”’— Wife of cosmetics salesman, Washington. 

“Tt is a cheap service at 4 cents under present conditions.””—Sales- 
man, Delaware. 

“T think 4 cents would be well in keeping with everything else.” — 
Watchmaker, Arkansas. 

“People will use the mails at any cost—increased rates or not.’’— 
Farm laborer, Alabama. 

“First-class mail is the biggest bargain we have.’’— Maintenance 
worker, Oklahoma. 

“T think users of the mail should pay rather than the general pub- 
lic.””— Dentist, Montana. 

Here are comments made by those who disapprove the first-class 
rate increase: 

“Because letters are a necessity—the circulars and ads are unneces- 
sary.’”’— Proprietor of electric and welding shop, Texas. 

“T think that is the class that benefits most people so it should not 
be raised.””— Wife of merchant, Delaware. 
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“T don’t believe they’re losing money on letters.’—Laundress, 


kansas. 

“People would quit writing letters and sending post cards so the 
Government would not gain.”—Hospital attendant, Nebraska. 

“T think enough is charged and the post office should cut down on 
some of its overhead.’’—Drugstore owner, Virginia. 

“Well, the rich folks can send all the letters they want to and the 
poor people cannot. So, being in the poor class, I am pulling for 
them.” Farmer, Colorado. 

“Letters are high enough and are a necessity, other classes can pay 
more.”’—Cook, Virginia. 

(c) A large majority of the public favor increased rates on second- 
class mail. 

People who receive magazines or newspapers through the mail are 
more inclined to approve of this increase than are those who do not. 

“Postage on second-class mail now covers less than one-fourth of 
the cost of handling it. Some people say this is all right because 
newspapers and magazines are educational material and should get 
lower rates. The Post Office Department is proposing to increase 
postage rates on second-class mail in order to get back more of its 
cost. Would you approve or disapprove of this increase?” 





Disap- Other {No opinion 
answers 





Percent Percent 
National public... __- 


Receive magazines through the mail 
Receive magazines and newspapers through the mail__. 
pS RIE EERE EN INOS IR ELS TN male 

















Below are comments, pro and con, on the proposed second-class 
rate increase: 


APPROVE INCREASE 


“It is nothing but politics holding this rate down. It definitely 

pte be raised.’’—Ammunition tester in Government arsenal, New 
ersey. 

“Because the companies who send out these magazines can well 
afford to pay an increase.’—Schoolteacher, New York. 

“They make plenty of money on advertisements to take care of 
this increase.’’—High-school principal, North Carolina. 

“Tf you want them, you should be willing to pay the postage.”— 
Wife of carpenter, Illinois. 

“Tt seems as though they charge enough for a few lines of that stuff 


so that they ought to be able to pay the increase.’’—Insurance agent, 
Michigan. 


“Newspapers are largely advertising. Publishers are more able to 
pay than letter writers.’’—Saies clerk, Virginia. 
“There is no reason why magazines and newspapers created for 
profit should not pay their own way.’’—Farmer, Texas. 
“This is low-cost advertising and said should the Government help 
e 


some businesses and not others?”’— of gardener, Onan. 
the circulation of much t 


“This increase would sto 


y material 
now going through the mail.”—Clerical worker, Louisiana. 
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‘‘We certainly need educational materials, but a bookstore doesn’t 
charge any less for a book because it is educational.’’—-Schoolteacher, 
Indiana. 

DISAPPROVE INCREASE 


“T heartily disapprove of this. I don’t want more expense.”’— 
Jeweler, Alabama. 

“T don’t think they have to do this. They can cut overhead.”— 
Pharmacist, Virginia. 

P Pi they increase rates, subscriptions will go higher.’”—Farmer, 
io. 

“T think it is educational material. Maybe people wouldn’t get it 
at higher rates.’’—-Wife of production manager, Pennsylvania. 

(d) The proposed increase in third-class mail is overwhelmingly 
approved by the public after learning of the cost of handling it. 
More than 7 times as many approve it as disapprove it (83 percent 
to 11 percent). 

It is evident from the comments that people dislike some of the 
third-class material they receive. This may contribute to the high 
approval of a rate increase on this class. 

“Postage on third-class mail, which is circulars and advertising 
matter, now covers about three-fifths of the cost of handling it. The 
Post Office Department is proposing to increase these rates also. 
Would you approve or disapprove increasing the rates on third-class 
mail?” 

Approve__. 
Disapprove 
Other answers 
No opinion 

Typical comments: 

APPROVE INCREASE 


“A lot of stuff goes through the post office that nobody reads. They 
jut throw it in the trash can.’’—Retired textile worker, South Caro- 

a. 

“Some of the circulars that go through the mail are useless—it 
would weed them out.’”’—Saleslady, California. 

“T personally am not interested in helping pay for the other fellow’s 
circulars.’’—Farmer, Missouri. 

“My goodness, why do they let them send them out if they can’t 
pay for them? Charge them more by all means.”—Grocery clerk, 
North Carolina. 

“They ought to outlaw them old circulars.”—Filling station attend- 
ant, Kentucky. 

“The rates must not be high enough or they wouldn’t put out so 
many.’’—Wife of farmer, North Dakota. 

“They should pay enough so we won’t have to pay 4 cents for a 
letter. Everyone should pay their share.””—Domestic worker, Cali- 
fornia. 

DISAPPROVE INCREASE 


“J disapprove an increase on any class.”—supervisor, auto supply 
store, Missouri. 
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“Tt might hurt business.’’—clerical worker, New York. 

11. A majority of the public express satisfaction with postal service. 

“Would you say the postal service you are getting here is good, 
average, or poor?’ 


EXPLANATION OF APPENDIX TABLES 


The tables on the following pages present the detailed tabulations 
of replies to the questions sakod in the survey. Tables are presented 
in the order in which the questions appeared on the questionnaire. 
The number of each table is the same as that of the corresponding 
question on the questionnaire, a copy of which is appended. 
Throughout the tables the following definitions are applicable— 
1. The States included in each of the four geographical regions are: 


East Midwest 
Ohio 
Michigan 
Indiana 
Illinois 
Wisconsin 
Minnesota 
lowa 

North Dakota 
South Dakota 
Nebraska 
Kansas 
Missouri 


Maine 

New Hampshire 
Vermont 
Massachusetts 
Rhode Island 
Connecticut 
New York 

New Jersey 
Pennsylvania 


South 
Delaware 
Maryland 
District of 

Columbia 
West Virginia 
Virginia 
North Carolina 
South Carolina 
Georgia 
Florida 
Kentucky 
Tennessee 
Alabama 
Mississippi 
Arkansas 
Louisiana 
Oklahoma 
Texas 


West 
Montana 
Wyoming 
Colorado 
New Mexico 
Arizona 
Utah 
Idaho 
Nevada 
California 
Oregon 
Washington 


2. The occupation groups shown in the tables include both those 
who are working at these occupations and nonworkers, who are 
classified according to the occupation of the chief wage earner in the 
family. The “white collar” group includes professional, proprietor, 
clerical, and sales workers; the ‘manual’ group includes skilled, 
semiskilled, and unskilled workers. A mise eous group, consist- 
ing of students, retired people, and unemployed persons is not included 
in this occupational breakdown. For this reason, the subgroup totals 
do not add to the national public total in this case. 

Similarly, those who receive newspapers and not magazines through 
the mail are not included in the magazine-newspaper breakdown 
because there are only 69 of them. 

Question 1: Isit your impression that the United States Post Office 
Department now gets enough money from postage to pay for the cost 
of providing postal service, or not? 
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Question 2: Do you think the Post Office Department vo pe to take 
in enough money from postage to pay all its costs, or is it all right if it 
doesn’t take in enough to pay all its costs? 





Zz 
) 


Respond-' All right 
if it 


doesn’t 





Percent 


q 
2 














mt 
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Question 3: Is it your nny Sen that the postage paid on each of 
these classes of mail covers the cost of handling that mail, or are there 
some of these classes where the postage does not cover the cost? 





Respond- Covers Some do | Noopinion 
ents cost not 





Percent Percent 
2, 067 27 
1, 028 
1,039 


White-collar workers. 795 
Farmers 
Service workers 258 
Manual workers 
21 to 29 years 





S38 
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est 
Receive through mail: 
Magazines only 
Magazines and newspapers 
Neither one 
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55 19 
59 17 
| 39 26 














uestion 4: Which class or classes of mail do you have in mind? 
(Asked only of those who say the postage paid on some classes of mail 


does not cover the cost of handling that mail.) 





Say “Some 
Total 0 not 2d | | 4th 
respond- | cover cost’’ | ch class 


(percent 
of total) 





Pet, 


~2" 











White-collar workers 
Farmers... ..-- 

Service workers_.............-- 
Manual workers... _-- 


AAAS) “ID 


Farm residents... _- - phak ee 
Towns up to 2, 
2,500 to 24,999 


100,000 Lo 499,999_...-......... 
500,000 and over 


WK Www Owe wet whee 


Receive through mail: 
Magazines only-.........-- 
Magazines and news- 
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to 


18 





























*Less than 44 percent. 
Percentages add to more than totals shown because of multiple answers. 
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Question 5: In your opinion, are there any of these classes of mail 
a“ the postage rate ought to be less than the cost of handling that 











Yes, some 





Noopinion 











Service workers_................---.----.--- SS Bin 
Ng RRREIRS AC GS eee Seta hv > I OSE tape en er 


5606 O9O8. iu... 2+. 5 cin etaabaisblccts raistat i cosa 
Farm residents. ..........- ane ch cet ee 











Lg. SR Sakae canis awackak punaubns seine 
Receive through mail: 

INI on os asa nwchkunns viedo cba 
Magazines and newspapers...............-.---.-.. 
RRR Pca nT ee inaGe Sipe aeibeay 












Farmers. aaatngiipioon ier rien RR Pee MORE BLS EG PM ado ee 


Towns up to 2,500. SRL 2 SPIO PREMERA SE 























Percent Percent Percent 

067 67 18 

028 68 19 13 

, 039 67 

795 66 22 12 
204 65 20 15 
258 70 14 16 
685 68 15 17 
443 71 15 14 
736 49 18 13 
SAS 65 19 16 
310 68 18 14 
536 70 16 14 
37 67 19 14 
248 73 14 13 
275 66 19 15 
327 60 21 19 
533 69 17 4 
575 65 20 15 
689 6S 7 15 
270 71 M4 15 
R55 68 19 13 
$11 69 18 13 
332 61 























Question 6: Which class or classes? 
there are some classes of mail where the postage rate ought to be 
less than the cost of handling that mail.) 








(Asked only of those who say 
















































































































| Say there 

| are classes 

| Total re- | where rate Ist 2d 3d 4th No 

| spond- ought to class | class class class All | opinion 

| ents be less | 

(percent of 

total) | 

Percent Percent | Percent Percent | Percent 
National public. ....-.......-- | 2,067 8 | 8 | 4 4 « 1 

De aie | 1,028 19 9 6 2 3) ro) 

5 ene eee oP Coe 1, 039 16 71 3 2 5 «) 1 
White-collar workers... : 795 | 22 10| 6 2 5 1 1 
DR rt os Ccants - 204 | 20 8 | 5 3 3 0 1 
Service workers_.............-- 258 | 14 8 2 2 3 0 1 
Manual workers... .........-.-- | 685 | 15 6 3 2 4 1 @) 
21 to 20 years.................. 443 15 7 3 2 4} @® 1 
90 to 44 years.....-............| 736 18 7 4 3 A 1} ® 
Ck Reena eee | SSS 19 9 5 2 4 () 1 
Farm residents -__....-..-....--. 310 18 7 4 3 4 0 1 
Towns up to 2,500._......._.- 536 16 6 4 2 3 1 (@) 
2,500 to 24,999... .__-. a 71 19 6 6 2 5 1 1 
25,000 to 99,999. ..........-..... 248 “4 6 + 2 2 0 a) 
100,000 to 499,999...........-..- 275 19 il 4 2 4 0 1 

a WOU 66552. 5c 327 21 ll 3 2 6 () 1 
BERETS “SAREE FAS eg ae 533 17 9 3 2 4 1 1 
sea . 575 2 9 5 2 6 0 1 

~ GARE Ses AL) 5 epee AOU 689 17 6 6 3 4 () f 
ty Ren URGES Redes 270 4 7 3 1 4 @) ' 
hear through mail: | | 

Magazines only. ._........- 855 19 9 4 2 4 ® 

M ice acwapabere. 811 18 7 5 2 3 1) 1 

Neither one -............-- 332 17 6 3 3 5 1 1 









1 Less than 44 percent. 


Some percentages add to more than totals shown because of multiple answers. 
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Question 7: Why do you think ———— class mail should have rates 
that are lower than the cost of handling that mail? (Asked only of 
those who name a class or classes of mail where the postage rate ought 
to be less than the cost of handling that mail.) 








Re ondents: 


Present rates are too high: because it costs too much; don’t believe that lowering | 
the cost would take it below cost of handling | 

Because of its educational or informative value: in order that people may be in- 
formed on current events; educational matter should be distributed on a pub- | 
lic service basis rather than a business basis; in a democracy the distribution | 
of information on public issues is in the public interest; in order to increase | 
ROPERS GE MINT Ns oii ncn concn tcocencudanoscnnenesccctenus 

Most essential of all: a necessity, whereas others aren’t; means more to people 
than 7 other kind of mail; a necessity and should be made as cheap as | 

ssible 

A Public service that the Government should pay for: it is a public service and | 
is a justifiable expense to cover by taxation; not a commercial thing so the | 
Government should subsidize it; is used for the benefit of the majority so cost | 
could be borne on equitable basis by taxes. 

Easier to handle: not as much trouble to handle as are newspapers and maga- | 
zines; letters are not as hard for the mailman to earry | 

So all people will be able to use it: majority of mail is from little people whereas | 
3d class is for business that can afford to pay; large companies that use these 
other classes should pay more 

Volume should compensate for lower rate: there is a great volume; so much of it | 
that the volume should make up for lower rates 

Other classes should be increased instead: if other classes are raised, Ist class | 
could be lowered; big business uses this more than individuals and can afford | | 
to y more 

Bec anes of its unimportance: it is all open matter and impersonal; does not | 
need to be insured and there are no breakable articles; they put out so much | 
stuff that doesn’t amount to anything; not so essential to the one receiv ing it__| 

So people won't be deprived of magazines and papers: so religious material, 
mayazines, ete,, that brighten people's lives will continue to arrive; would | | 
help put magazines and newspapers in homes that might otherwise be unable 
to afford them -_-. 

Lower rates would increase the volume of mail: people would send letters more | 
often if it cost less; more people would send packages if it didn’t cost so much: 
lower rates would encourage the sending of this class of mail 

It would help private business: would stimulate business... _-- 

Used for overseas communication: because we send a lot of letters overseas - 

Qualified comments: should be subsidized to some extent; because of its educa- 
tional value it should be cheaper, but much of it is a bad influence and all of it 
is done for profit; trashy literature should bear its own cost and wikia of the 
cost of the good and ys Giicwsce ; 

Other reasons. . - .. 

No opinion. 








Percentages add to more than 100 because of multiple answers. 
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Question 8: As it is now, the postage on parcel post, which is fourth- 
class mail, is required by law to cover the cost of handling it. Do 
you approve or disapprove of this? 
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1 Less than 4 percent. 


Question 9: As you probably know, the postage rate for first-class 
out-of-town mail has not been increased since 1932. Because of 
higher wages and other costs since that time, the Post Office Depart- 
ment has proposed an increase in this rate from 3 cents to 4 cents on 
letters going out of town. Would you approve or disapprove of this 
increase? 





| Respond. Approve; Disap- 
ents | prove opinion 








- = 
: Percent | Percent Percent 
National public - - 56 39 





_ TRIAS ; uke wsieaincentekaeeuia 2 35 
Women. -_.-.-.- aceite Tey E 52 43 








White-collar workers. - -- iisoas ; 37 
MU doa nawecewan ! 45 
| aE Ee aang eet ; j 42 
Manual workers... 

21 to 20 years._.._....-- 


2868 
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1 Less than }4 percent. 
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Question 10: Postage on second-class mail now covers less than 
one-fourth of the cost of handling it. Some people say this is all 
right because newspapers and magazines are educational material 
and should get lower rates. The Post Office Department is proposing 
to increase postage rates on second-class mail in order to get back 
more of its cost. Would you approve or disapprove of this increase? 





} i 
Respond-' himeienl Dis- | Other No 


| 

ents | approve | answer | opinion 
} 

| 





| 
| 
| 


i 
| 
| 


Percent | Percent | Percent 
7 8 1 


Percent 
74 7 


os 
‘ 





76 
72 | 
White-collar workers... ......... Sr aa he MR eecci anl 
Farmers 
Service workers 
Manual workers .. 
SES aa ES SS fe AR et | 
Oe We ead ine sc lidatinics wis Sadaiannal camedd ditieb odie soe | 
45 and over 
Farm residents 
Towns up to 2,500 
2,500 to 24,999. 
25,000 to 99,999 
100,000 to 499,900__. 
500,000 and over. 
East 


 ) i oe 


AUSHDOSOHEMNOSNAISSOSS ll wo! 


a 


Receive through mail: 
Magazines only_......._. ‘ 
Magazine and newspapers 
Neither one. 


er) 
own 


_ 





9 ' Less than 44 percent. 


Question 11: Postage on third-class mail, which is circulars and 
advertising matter, now covers about three-fifths of the cost of han- 
dling it. The Post Office Department is proposing to increase these 
rates also. Would you approve or disapprove increasing the rates 
on third-class mail? 





| | | ‘| 
|Respond-| Approve| Disap- | Other | No opin- 
| ents | | prove | answer | ion 








Percent Percent | Percent 
83 | ll 


j 
Percent 

National public. _.....- 1 | 5 
| 





10 
Wee... cn ; 








We Ninh cee Sel Tcecb dnwee 


Service workers...... wghidileditakbic ate cal 
EOE WRN ais: a Gisisld din i = insted cheese naase 

ee WO) TU i 

30 to 44 years.._....... 

45 and over. kan anonpiaalicow ecatiait 

Farm residents... _..- ‘ 

SS 
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We OR A a disa) hast. ckeieick 5. Séndicn oe ees 
600,000 and over 
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agazines only 
Magazines and newspapers 
Neither one 
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1 Less than 4 percent. 
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Question 12: As we said before, the Post Office Department will 
lose about $400 million this year. Do you think this loss should be 
made up through taxes or do you think the Post Office Department 
should take in enough money to cover its costs? 











































Respond-| Through | Takein | Other | No opin- 
ents taxes enough ion 
Percent | Percent Percent 
National public. __.-.-.......- eocktunstad eaeea wae 2, 067 9 81 4 6 
MURA eke nny oon aoc ke cca khinccn cette weue 1,028 10 80 5 5 
pT SERRE SOG lt nage al ec Dede 1,039 8 81 4 7 
White-collar workers. ____- 795 10 82 5 3 
NN sc A 204 9 77 5 a 
ce i on ale Nee 258 8 80 4 8 
Manual workers... 685 8 81 3 8 
21 to 29 years. _......._.- 443 9 78 7 6 
30 to 44 years. - 736 9 82 4 5 
45 and over___._-_--- : ‘ Yeamesy awe SSS Q 81 3 7 
Farm residents... _____. . BSS ARGS: 310 10 77 5 8 
Towns up to 2,500_- P Lsictiha he peed 536 ot) 81 4 6 
-  } f 5 Se oil BE Re hee 371 9 81 5 5 
25,000 to 00,900.................. ; Back tees 248 4 91 3 2 
100,000 to 499,000... ............- Pee Es a ES. 275 10 78 5 7 
500,000 and over. __ : , cp eaeee eae 327 12 7 5 7 
(VAR eag id RE ee ‘ Siidgmntan chins 533 10 81 4 5 
Deeawees. oo om CALS ORS RE 575 10 79 6 5 
EES PEEL STIRS SAAC 0 RR ain tae aS Alea 689 6 M 3 7 
: See Sa MAP TER Ber TF ORR Teac LR 270 12 76 4 S 
Receive through mail: 
Magazines only..............-- Pee Sse ees 855 9 81 5 5 
Magazines and newspapers. ORM Feel A Spe a 811 10 81 5 4 
PRR eS Bas cat anm asks aceduesoe cee 332 7 78 3 12 























i 





eo 13: Why do you feel that way (Post Office loss should be 
made up through taxes)’ 


Respondents: public 
NS. Bn aCe Shinn ASU OU ES Bree HERS eh toas sa eas 187 
RN os i alc ad eens poe nliwetneues wba au ku ue kerk dowels ot 
Mail is a public service: The Post Office was set up as a public service; it 
serves all the people; the Government has responsibility to provide this serv- 
ice; it was always meant to be a service and not a profit-making proposi- 
EERE SPE Peat ore eee Ow PM Net Siem a ean A” Pee MRT He ee 20 
Do not approve of raising postal rates: Would mean an increase in postage; 
postage would be too high; don’t want to see the price of everything going 


a chee a iis nina ci ella ans neen ACh EOE Meee Komhe ee ow enatn 15 
Loo leces an amount involved: Don’t think they can take in enough money 
by postage to cover all the costs; don’t see how they can do it all by boost- 
ing postage rates; can’t be done all at once so take part from taxes; can’t 
make a sudden changeover to cover the costs__._......- 2-2 ee 12 
The Post Office has always been in the red: We’ve been subsidizing it all 
along and might as well continue to do so.___...................-..-- 9 


Tax revenues are adequate to cover it: The Government takes in enough 
money from the people to cover it; we pay enough faxes to cover lots of 
NS a ce a ak a et am ah Stak cis cen lh ois oon ht Ea 7 

Might as well use the tax money this way: Too much tax money is spent 
wastefully, whereas the Post Office is one of the more valuable services; if 


we don’t use it here, it will be shipped overseas for foreign aid___.....-_- 7 
Taxes pay for other things: Taxes take care of other things, so let them help 

the Post Office; taxes take care of everything else__.............--.-.-- 4 
NE SENN. 6 ee cre nine biel Meena a ancalivhmandionahile 24 
SN 5s a hacen dunt nahacausucepebebaberadcsapeuseeweese 5 


Nore.—Percentages add to more than 100 because of multiple answers, 
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Question 13: Why do you feel that way (Post Office should take 
in enough money to cover its costs)? 


Respondents: 
Number 
Percent 


Taxes are too high now: We have enough taxes to pay now; don’t like to 
pay more taxes than we have to; we are already overtaxed 

Fairer to pay in proportion to use: Let those who are using the mail pay 
for its upkeep; 3d class mail is strictly for financial benefit of those mail- 
ing it so taxpayer should not pay part of these costs; why should I pay 
for someone else’s magazines and papers 

It should be self-supporting: I believe in paying your own way and bal- 
ancing the books; anything ought to pay for itself 

Post Office should be run like any business: A good business keeps out of 
the red; any kind of business ought to pay for itself; it’s a poor business 
if it doesn’t take in as much as it spends 

Should practice greater economy: Should be operated with the same 
degree of efficiency as any corporation; could get rid of some of the help 
and be more efficient; should reduce costs of handling by more efficient 
methods; cut expenses so it can make out 

Rates should be increased: Should charge more to make up the deficit; 
should cover expenses through higher postage-_-_............-.---.---- 

Disapprove of using tax money this way: Tax money is for defense, edu- 
cation, and important things like that; don’t approve of paying the 
Post Office deficit in taxes; we should quit giving away so much money; 
there should not be a subsidy for mail 

Easier to pay postage than taxes: Would prefer to pay a little more postage 
than to have taxes raised to cover it; rather pay it on a letter than make 
it up at the end of the year; would not notice it so much from day to day; 
wouldn’t feel the increase in postage as much as in taxes 

They are taking in enough now: The Post Office has enough business to 
pay its costs now; they are taking in enough to pay costs; they have 
raised rates enough to cover costs; enough people use it so they should 
take in enough now 

Should increase the rates on certain classes: The 2d and 3d class should be 
raised to carry the deficit; rates should be increased on business and any 
special interest groups; should raise on 3d- and 4th-class mail; commer- 
cial rates should be raised; ete 

Should eliminate abuses of postal service: Using the Post Office for adver- 
tising is a racket; we can do without a lot of things that go by mail as we 
get tons of stuff we don’t want; advertising through the mails is one of 
the unseen parasites getting too much for nothing; the congressional 
frank is an abuse 

Other reasons 

No opinion 


Nore.—Percentages add to more than 100 because of multiple answers. 
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is good, average, or poor? 


32 PUBLIC OPINION SURVEY 


Question 14: Would you say,the postal service you are getting here 
































Respond-| Good | Average; Poor No 
ents opinion 
Percent | Percent | Percent | Percent 
PROM OTN 5 aks a Cc nccak cckackanhoanscanae 2, 067 65 26 8 1 
MOR oii Siss 6a ae eS 1, 028 65 26 8 1 
ER NUR RD cs Ae ME At 1, 039 64 26 9 1 
White-collar workers. .....-.............---.--. sta 795 63 27 9 1 
Ss le 204 63 31 6 «) 
SS eases ain 258 74 19 6 1 
MOM PEIN oats n coche nce enctukucnomoken 685 63 27 i) 1 
a a os Batre gee ee 443 64 26 y 1 
WG PI a 5 iets Sharda doeceriixh - Sibdakn we onnen 736 63 28 8 1 
CO REE RAI ETE OE Ae SRNR Re 888 65 25 Y 1 
8 RR ee Sa a A TAS eR 310 66 27 6 1 
owns up 00 2,000. oo. css. ccc e Jigs i 536 69 23 7 1 
8S Sa aide SE ar RC ae 371 64 26 4 1 
+) ais ae RRR aR RY SPARE. 248 59 32 . 1 
NS Ria PRA i SRE ie te Folio Rca 275 65 27 6 2 
ee Ma eS oo ei ae 327 60 26 13 1 
ERR See SaaS aS a Se ee 633 ) 29 12 1 
NNT SIS a ane eee IS Fae 575 65 28 7 (4) 
RRS B52 Se ai RRR Sala ala ele A panhaiattone ebo i ba SA 689 69 25 5 1 
Nn RD abit i Babe cpknecinadduticwemeWane ne 270 65 21 12 2 
Receive through mail: 
Magazines only.. epiaiaeb el 855 63 27 9 1 
Magazines and new rspapers .- Be i a eC Sil 67 25 7 1 
A SEGAL IRL PRO ET NEL ae Ee! 332 59 29 10 2 








1 Less than 44 percent. 


receive newspapers through the mail? 


Question 15: Do you or does any member of your immediate family 
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ents 


Don’t 
know 
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2, 067 
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65 GG CURE ink os son eae 


Towns up to 2,500._.......-.. neairae 
5 kh Sees cod odsnbiae Siena henbine 
100,000 to 499,990. .................... 5 sca eal wroale 
DI es a dad cwmecouaun 
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1 Less than 4 percent, 
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Question 16: Do you or does any member of your immediate family 
receive magazines through the mail? 





Respond- 
ents 





2, 067 








re — ee OOM 

















1 Less than 44 percent. 
THE SURVEY PLAN 


This report is based on a total of 2,067 personal interviews made 
between December 12 and December 23, 1953, with a representative 
nationwide cross section of the general public. 

Interviews were made in 200 cities and towns as well as in rural 
areas. 

If the opinions of a relatively small number of people are to reflect 
the views of the national public, the sample should be a miniature of 
the larger public, including people of different ages, in different 
geographical regions and sizes of communities, etc. in the same pro- 
portions as they occur in the public as a whole. 

To insure that the sample would be representative, interviews were 
apportioned to the various sections of the country and to various 
sized cities and towns on the basis of the latest available estimates of 
population distribution. 

he selection of respondents was further governed by quotas for sex, 
age, occupation and race. 

The table on the next page shows that the composition of the survey 
sample corresponds closely to that of the national population. 








Survey | National | Survey | National 


sample sample pu- 


popu- po 
lation! || lation ! 





Percent 
100 

















Farmers 
White collar workers... __.._. 
Manual and service workers_. 





q 
ss|eez| age) sed 























1 Based on latest available census data. 
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AppEeNnpDIx No. 2 


ComPTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, February 12, 1954. 
B-118409 
Hon. ALBERT Gorz, 
United States Senate. 


My Dear Senator Gore: Further reference is made to your letter 
of January 21, 1954, requesting an opinion as to the legality of action 
by the Postmaster General in authorizing the preparation and dis- 
tribution to Members of Congress of an opinion survey entitled “The 
Public Looks at Postal Rates,’ and in authorizing payment there- 
fore out of appropriated funds. 

As you were informed in my acknowledgement of January 26, the 
Postmaster General was requested to furnish a complete report in 
the matter. His report, dated February 4, 1954, was received in this 
Office on February 8. The matter has now been most carefully 
considered in the ight of title 18, United States Code, section 1913 
(derived from sec. 6 of the Third Deficiency Appropriation Act, fiscal 
year 1919, 41 Stat. 39, 68), which reads as follows: 

“No part of the money appropriated by any enactment of Congress 
shall, in the absence of express authorization by Congress, be used 
directly or indirectly to pay for any personal service, advertisement, 
telegram, telephone, letter, printed or written matter, or other 
device, intended or designed to influence in any manner a Member 
of Congress, to favor or oppose, by vote or otherwise, any legislation 
or appropriation by Congress, whether before or after the introduction 
of any bill or resolution proposing such legislation or appropriation; 
but this shall not prevent officers or employees of the United States 
or of its departments or agencies from communicating to Members 
of Congress on the request of any Member or to Congress, through 
the proper official channels, requests for legislation or appropriations 
which they deem necessary for the efficient conduct of the public 
business. 

“Whoever, being an officer or employee of the United States or of 
any department or agency thereof, violates or attempts to violate 
this section, shall be fined not more than $500 or imprisoned not more 
than one year, or both; and after notice and hearing by the superior 
officer vested with the power of removing him, shall be removed from 
office or emplcyment.”’ 

At the outset I should like to emphasize that it is not within my 
authority to enforce the penal provisions of statutes. The statute 
here involved contains fine and imprisonment provisions which are 
criminal in nature and which may be enforced only through judicial 
action. 

The legality of the expenditure under the statute appears to be 
based on a determination of the question as to whether the action 
of the Postmaster General in authorizing the preparation and distribu- 
tion of the survey was intended or designed to influence in any manner 
a Member of Congress to favor or oppose, by vote or otherwise, any 
legislation or appropriation by Congress. The report of the Post- 
master General concerning the matter is, in pertinent part, as follows: 

“Upon taking over the duties of the Postmaster General I was 
faced with the prospect of an annual deficit of upward of $700 million 
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unless drastic action was taken to revise the structure, policies, and 
practices of the postal establishment. One of the apparent needs 
was a realistic postal rate policy. Men of experience in the business 
and professional world were recruited to take over many of the top 
level positions in the Post Office Department. 

“Annually since 1952 the Congress has appropriated funds for the 
activation of a Division of Postal Rates in the Post Office*Department. 
My predecessor never activated such a division. I have obeyed this 
directive of Congress to use appropriated funds for this purpose, and 
the division is now a live and active unit o ting under the direction 
of an Assistant Postmaster General. Its function is to make continu- 
ing studies of the postal rate structure and to recommend changes 
therein when such appear necessary. To do this it cannot operate 
ina vacuum. It must seek the views of the general public and take 
into account the possible public reaction to any proposed change. 
Accordingly it was determined in this Division of Postal Rates to 
sample public opinion with respect to some of our present policies. 

* * * * * * *K 


“Public opinion sampling is now recognized as a highly specialized 
field of work allied to, or a subdivision of, the profession of statistics. 
While such sampling receives its widest publicity in connection with 
the determination of the probable outcome of elections, it has been 
widely used by industry as a guide to the conduct of affairs. Business 
concerns do not normally maintain their own sampling services, but 
rely on the work of such outside firms as Wengel Service Corporation. 
The value of such a survey is dependent, of course, upon the expertness 
of the organization which conducts it, since objective specifications 
controlling the quality of the work cannot be written. For these 
reasons it was administratively determined necessary to the general 
administration of the Post Office Department to make a contract with 
Wengel Service Corporation. 

* * * x * * * 


“My letter of January 20, 1954 to the Members of Congress was 
sent in response to oral requests made to me by several Members 
that they be furnished copies of the report when it became available. 
The letters, as you may see by examination of the one submitted to 
you by Senator Gore, are mere transmittals of the report for the in- 
formation of the addressees. They do not request the addressees to 
take any action one way or another on legislative problems. The sole 
purpose of these letters was to furnish all Congressman with informa- 
tion in the possession of the Department which a few of them had 
requested. I did not consider it proper to furnish this information 
to some Members without making it available to all the Members of 
Congress. 

Since the report was transmitted to Members of the Congress I 
have received a number of letters in which thanks have been expressed 
for the receipt of the information. 

“It is inconceivable that Congress, in enacting the cited law, 
intended to require a Cabinet officer to withhold from Members of 
Congress information properly gathered by him in the operation of 
his department.” 

It is understood that the costs incident to the preparation and 
distribution of the survey are to be defrayed from funds appropriated 
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to the Post Office Department for the fiscal year 1954 by Public Law 
73, approved June 18, 1953 (67 Stat. 67, 70). Said law, under the 
Post Office Department, general administration, provides, in per- 
tinent part, as follows: 

“For expenses necessary for general administration of the postal 
service, operation of the inspection service, and the conduct of a 
research and’ development program, including services as authorized 
by section 15 of the act of August 2, 1946 (5 U. S. C. 55a); at least 
$250,000 to be available exclusively for procurement by contract of 
things and services related to design, development, and construction 
of equipment used in postal operations, and for contracts for man- 
agement studies * * *.” 

The moneys so appropriated are available for expenditures which 
reasonably may be said to be incident to the general administration 
of the postal service unless prohibited by other provisions of law. 
Further, it is to be noted that such funds specifically are made avail- 
able for services authorized by section 15 of the act of August 2, 1946, 
that is, for the hire, on a temporary or intermittent basis, of experts 
or consultants or organizations thereof by contract and, except for 
stenographic reporting services, without obtaining competitive bids 
as required by 3709 Revised Statutes, as amended. Also, the legis- 
lative history of the appropriation act discloses that the funds so 
appropriated contemplated the establishment of a Division of Postal 
Rates in the Post Office Department, as stated by the Postmaster 
General in the above-quoted report. See page 19, House hearings, 
Treasury-Post Office Department Appropriation Act for 1954. 

There appears to be no provision of law specifically prohibiting the 
expenditure of public funds for public opinion polls such as is here 
involved. On the other hand, it is to be recognized that only in a 
rare instance would the expenditure of public moneys for head pur- 
pose be justified as being reasonably snitieat or necessary to carrying 
out the functions of a Government department or agency. However, 
in view of the undertaking by the Postmaster General to make a con- 
tinuing study of the postal rate structure, of the fact that moneys 
were included in the appropriation for the Post Office Department for 
such purposes, and of the fact that changes in the rate structure would 
affect the general public using the mails, I am of the opinion that the 
action of the Postmaster General in authorizing the expnnditure of 
funds for the survey was within his authority. Moreover, there 
appears to be no evidence in the record which would warrant a 
conclusion by this Office that his action in authorizing the survey 
was intended or designed to influence Members of the Congress on 
legislation as distinguished from having had the survey made for 
aduninistedtive purposes of the Post ce Department. Whether 
the results desired might have been accomplished in another manner 
is, or course, not a question for my determination. The adminis- 
tration of the Post ce Department and the Postal Service is the 
responsibility of the Postmaster General and this Office cannot disal- 
low or withhold credit for payments, otherwise legal, even though 
they might be considered as unwise or ensncanatienh, The question 
determined here is solely as to the legality of the transaction. 

There remains for consideration whether the action of the Post- 
master General in distributing copies of the survey to each Member 
of the Congress with his letter of January 20, 1954, constituted an 
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improper use of appropriated moneys to that extent under the aforesaid 
provisions of the code. Careful analysis has been given to the 
contents of the letter and, since it consisted of an explanation as to 
why the survey was made and merely suggested to the Congress that 
the results shown in the survey might be helpful in consideration of 
proposed increases in postal rates, it did not in my opinion constitute 
action by the Postmaster General designed or intended to influence 
any Member of the Congress to favor or oppose pending legislation. 

Accordingly, for the foregoing reasons, there appears to be no basis 
on which this Office properly could hold that the expenditure of funds 
for the preparation and distribution of the survey was illegal as being 
in contravention of the provisions of title 18, United States Code 
section 1913. 

It is hoped that the foregoing satisfactorily answers the question 
presented in your letter. 

Sincerely yours, 


Lanpsay C. WarRREN, 
Comptroller General of the United States. 


AppEenpix No. 3 


Executive OFFICE OF THE PRESIDENT, 
BurEAU OF THE BupGeET, 


Washington, D. C., June 29, 1956. 
Hon. Wruuiam L. Dawson, 


Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuatrman: The attached list of surveys is the same 
as that transmitted with my letter of June 25, except that the year in 
which the surveys were first approved has been added, as requested 
by your staff. Wherever we have the information available we also 
have indicated whether the survey was conducted by the agency itself 
or under contract. This is all the information we can give you with- 


out a complete search of our voluminous files both here and in the 
Archives. 


Sincerely yours 
Rosert E. Merriam, 
Assistant to the Director. 


Partial List of fob ay by United States Federal Agencies of the 
e 


Opinion and Attitude Type Since 1950, Approved by Bureau of the 
Budget Under Federal Reports Act of 1942, Showing Year First 


Approved and Whether Carried Out by Agency (A) or Under Con- 
tract (C) 


Public Concepts of Mental IllIness—Public Health Service, 1950 

Pilot National Surveys in the Field of Information about and Atti- 
tudes Toward Mental Health Problems—Public Health Service, 
1950 

Survey of Consumer Finances—Board of Governors of the Federal 
Reserve System, 1946, C 

Factors Influencing Recent Home Purchases—Housing and Home 
Finance Agency, 1950, C 
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Opinions and Practices of Fabricators of Awnings—Department of 
Agriculture, 1950, A 

Preferences of Automobile Manufacturers for Various Automobile 
Textile Materials—Department of Agriculture, 1955, C 

Film Evaluation Report—Civil Aeronautics Administration, 1950, A 

Weather Bureau Survey Questionnaire—Weather Bureau, 1950, A 

Disaster Study ay Sarma ae Faas cena of Defense, 1950, C 

Civil Defense Public Opinion Survey—Federal Civil Defense Admin- 
istration, 1950, C 

Public Opinion Survey—Post Office Department, 1953, C 

Study of Manufacturers’ Preferences in Wool Preparation—Depart- 
ment of Agriculture, 1951, C 

meas ig Price Index Users Survey—Bureau of Labor Statistics, 
1952, 

Opinions and Practices Regarding Fibers Among Cordage and Twine 
Manufacturers—Department of Agriculture, 1952, C 

Questionnaire for Mailing List of Consumer Purchases and Retail 
Availability Reports—Department of Agriculture, 1952, A 

Survey of Readers of Notes on Labor Abroad—Bureau of Labor 
Statistics, 1952, A 

Questionnaire on Home Ownership and Self Government—Atomic 
Energy Commission, 1952, by Census Bureau for AEC 

Conference Questionnaire for Third National Conference of United 
reat e ational Commission for UNESCO—Department of State, 
1952, 

Parental Attitudes Survey—Public Health Service, 1954, A 

Former yaaa tees in the Fulbright Program—Department of State, 
1953, 

Evaluation of National Science Foundation Summer Institutes— 
National Science Foundation, 1956, C 

Eight surveys conducted by the Department of Agriculture and Fish 
and Wildlife Service on preferences of consumers for different types 
of food products—2 in 1950, 1 in 1951, 2 in 1955, 3 in 1956; 2C, 4A 


Prepared by Office of Statistical Standards, Bureau of the Budget, June 28, 1956. 





MINORITY REPORT 
Pusuic Opinion Survey on Postat Rares 


The undersigned cannot concur in the conclusions reached by the 
majority—conclusiens that cannot fairly be drawn from the evidence 
before the committee. The impression conveyed is that the survey 
contracted for by the Post Office Department was without authority 
in law and that it was made, as blatantly stated in the title, for the 
unlawful purpose of influencing Members of Congress. 

So eager is the majority to condemn the present administration of 
the Post Office Department it is apparently willing to go to any 
lengths to do so. It totally disregards the opinion of the then Comp- 
troller General, Lindsay C. Warren, which held that there was no 
basis on which the survey could be considered illegal, and blandly 
suggests that he was not fully aware of all the facts. 

uring their appearance before this committee, the representatives 
of the Post Office Department directed attention to pertinent docu- 
ments printed in the Congressional Record (Congressional Record, 
83d Cong., 2d sess., vol. 100, pt. 2, pp. 1487-1488) which show that 
the Comptroller General had complete information. The documents 
cited are not in their entirety made a part of the majority’s report and 
consequently we feel constrained in the interest of fairness to include 
the following as an appendix to these minority views: 

1. The complete factual report made by the Postmaster General 
to the Comptroller General (exhibit 1). 

2. The opinion of the Department of Justice, with respect to 
this transaction and its relationship to section 1913, title 18, 
United States Code (exhibit 2). 

3. The opinion of the Acting Solicitor of the Post Office De- 
partment, concerning the authority to enter mto the contract 
(exhibit 3). 

4. The approval of the plan by the Bureau of the Budget for 
taking this public opinion poll (exhibit 4). 

Even a casual reading of these documents confirms to the reader 
who yet has an open mind that the Comptroller General’s decision 
was based on a full and complete factual understanding of the matter. 
This committee had precisely the same evidence before it and, during 
the entire hearing, adduced no testimony altering the factual picture 
that was before the Comptroller General prior to his decision. He was 
advised of the reasons for taking the poll. He was aware of the pur- 
pose. He had before him the opinion of the Department of Justice 
which concluded that a reading of section 1913 of title 18 clearly re- 
veals that it was not the intent of Congress to prohibit or even dis- 
courage the head of a Government agency from furnishing information 
to Members of Congress which would be helpful to them in considering 
any legislation pending before them.’ 


1A panty (according to U. 8. C. A.) not a single prosecution has ever been brought under this section 


of title 18. This, despite the fact that there have been numerous surveys and polls by United States Fed- 
eral ape of the opinion and attitude type. Appendix No. 3 of the rity shows a jal list 
of such surveys since 1950, approved by the Bureau of the Budget under Federal rt Act of 1942, and 
showing whether they were carried out by the agency or under contract. 
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Of course, the Comptroller General was aware that some use would 
be made of the information obtained. If not used, it would have 
been an improvident expenditure of public funds.? We hope that the 
majority does not believe that valuable information should be kept 
from Congress by the executive agencies. 

The majority report completely ignores the import of the Comp- 
troller General’s opinion, which reads in part as follows: 


However, in view of the undertaking by the Postmaster 
General to make a continuing study of the postal rate struc- 
ture, of the fact that moneys were included in the appropria- 
tion for the Post Office Department for such purposes, and of 
the fact that changes in the rate structure would affect the 
general public using the mails, I am of the opinion that the 
action of the Postmaster General in authorizing the expendi- 
ture - funds for the survey was within his authority (Rept. 

p. 36). 

The Comptroller General here indicates his recognition of the fact 
that, far from opposing the will of Congress, the Postmaster General 
was actually proceeding in accordance with congressional authoriza- 
tion. Since 1952 Congress has annually appropriated funds for the 
activation of a Division of Postal Rates to conduct studies of the postal 
rate structure with a view to recommending whatever changes appear 
necessary. In the words of the Postmaster General: 


To do this it cannot operate in a vacuum. It must seek 
the views of the general public and take into account the 
possible public reaction to any proposed change. Accord- 
ingly it was determined in this Division of Postal Rates to 
sample public opinion with respect to some of our present 
policies (appendix exhibit 1). 


Obviously the survey was not conducted for an unlawful purpose. 
The Post ce Department cannot be oblivious to public opinion, 
either in its financial policies or its operating policies. 

The majority ignores the fact that the very statute which they 
claim has been violated contains an exception authorizing the sub- 
mission of legislative proposals to the Congress at the request of any 
Member or—since Congress did not wish to put the departments of 
the Government in the position of being able to speak only when 
spoken to—through the proper channels. This is a criminal statute 
and such broad exceptions must be given full consideration. 

The very wording of the Postmaster General’s letter transmitting 
the results of the survey to the Members of Congress shows that the 
statute has not been violated: 


We believe you will find this objective national opinion 
survey throws much helpful light on the degree of public 
approval of proposed increases in first-, second-, and third- 
class postal rates, and should be helpful to you in your 
consideration of this problem (appendix exhibit 5). 


This hardly seems to attempt “to influence’? Members of Congress. 
It is merely the presentation of certain data to them for consideration. 


2 As when the Veterans’ Administration failed to utilize a $605,000 report. House Report No. 6 (to ac- 
company H. R. 1979) 88d Cong., states that the Veterans’ Administration employed Booz, Allen, and - 
ilton, a private crganization, at a cost of $605,000, to make a management survey, and that the Administrator 
then, in a 1952, apparently casually discarded the 34-pound, $605,000 reorganization survey and 
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We are in agreement with Mr. J. Walter Yeagley, of the Justice De- 
partment, that the “letter was in no sense argumentative” and we, 
with him, “do not see that any logical contention could be made that 
such action has been prohibited by Congress.”’ * 

The majority bases its entire case upon a strained effort to read 
into the testimony of Assistant Postmaster General Robertson some- 
thing which he did not say. Let us look at the record of the testimony 
by this witness on the reason for taking the survey (hearings, p. 5): 

Mr. Roxzerrson. The Post Office Department had pro- 
posed a program of rate revisions in the summer of 1953 but 
we were repeatedly told that rate increases would prove 
highly unpopular with the general public and might have 
serious economic consequences. Our own observations and 
inquiries did not confirm this opinion but we felt that we had a 

duty to explore this possibility. [Italic supplied.} 
* ” * * * 

The Congress has previously recognized the need for rate- 
making information and since 1952 had appropriated funds 
for the Establishment of a Division of Postal Rates within 
the Post Office Department. Such a Division, however, had 
never been activated. The present postal administration 
followed the congressional directive and the Division was 
consequently organized in the Bureau of Finance where it is 
now an active unit. Its function is to make continuing 
studies of the postal-rate structure and to recommend 
changes when and if they appear necessary. To do this 

roperly it must not only consider the financial needs of the 
De artment but must seek the views of the general public 
and take into account the economic consequences and 
possible public reaction to any proposed changes. 

With these considerations in mind we instructed the 
Wengel Corporation to secure certain information, for 


Barua it 
1. Did the public tape iced to op the postal 
e 


system by taxation or by an adequate level of rates? 

2. Would an increase in postal rates be burdensome to any 
broad segment of the economy? (Hearings, pp. 7-8.) 

Mr. Rosertson. Well, it seems to me that the question 
* * * vou want answered, was whether or not they wanted 
the Post Office Department—they thought the Post Office 
Department petty be self-supporting from postage rates, or 
whether the difference should be made up by taxes. {Italic sup- 
plied.| (Hearings, p. 24.) 


Consider, now, the testimony the majority quotes as exposing the 
“criminal intent” of the Post Office Department (hearings, p. 52): 


Mr. Dawson. That bears out what we had in mind. This 
was a thing done to convince the Congress—this was done for 
the benefit of pending legislation that you had before the 
Congress, this poll was taken. You had already recom- 
mended the legislation, and you had already actually in- 
creased—the matter was coming up before the new Congress, 
you wanted the material to appear before the committee to 


‘See Appendix, exhlbit 2, 
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support what you believed, to justify you in asking for it, 
so this poll was taken; is that right? 
Mr. Roxsertson. Well, the poll supported our position. 


This hardly reveals any sinister purpose. But to continue: 


Mr. Dawson. That wasn’t my question. The questions 
sent out were designed to support your contention, but the 
poll was made for the purpose of influencing the Congress in 
a request that you had made to the Congress? 

Mr. Ropertson. Yes, we used that information in our 
hearings. 


The affirmative answer in this case applies only to the first half of 
the chairman’s obfuscating question, and the answer is clearly so 
qualified. 

Mr. Dawson. Wasn’t it made for that purpose? Wasn’t 
this poll taken in order to confirm what you believed to be a 
state of facts as to matters pending before the Congress? 

Mr. Ropertson. Yes. 


Whether by accident or design, this is not a straightforward ques- 
tion. The answer had to be “‘yes’’ because the witness had repeatedly 
stated that the survey was made “‘to confirm a state of facts.’”” The 
witness had the right to assume that the “purpose” referred to was 
“to confirm what you believed to be a state of facts.” 

On such an equivocal and pettifogging basis the majority hastens to 
set aside the rest of the record. Despite this technique the majority 
is still unable to contrive a case. So far short does it fall that it finds 
itself in the ridiculous position (recommendation 1) of recommending 
that the Post Office Department furnish evidence convicting itself of 
charges that the committee majority brought against it but were un- 
able to prove. The first recommendation, then, is nothing but a 
confession that the investigation and the hearings served no purpose. 

Recommendation 4 has to be viewed in the same light. No useful 
purpose could be served by calling upon the Bureau of the Budget for a 
further report when its representatives have already appeared before 
the committee and testified concerning the action of the Bureau in 
this matter. 

In view of the foregoing it is apparent that only recommendations 
2 and 3 are justifiable on the basis of the record before the committee. 

Ceci. M. Harpen, 
CLARENCE J. Brown, 
Cuarues R. Jonas, 
Criare E. Horrman, 
Minority Members, 
Executive and Legislative Reorganization Subcommittee. 


We concur in the foregoing views: 
R. Waurtrer RIesuMaAn. 
CuHaries B. Brownson. 
Grorcr MEADER. 
Gurenarp P. Lipscoms. 
B. Carroiu Reece. 
J. Arrnour YOUNGER, 
Victor A. Knox. 
Orro KrunrGcer. 
Wituram E. MrInsnHatv. 
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Apprenpix Exursirt 1 


OFrFIcE OF THE PostMAasTER GENERAL, 
Washington, D. C., February 4, 1954. 
Hon. Linpsay C. WARREN, 
Comptroller General of the United States. 


Dear Mr. Warren: This will acknowledge your letter of January 
26, 1954, with which you transmitted a copy of a letter dated January 
21, 1954, addressed to you by Senator Albert Gore. The subject 
matter of the Senator’s letter was the report on a public-opinion 
survey entitled ““The Publie Looks at Postal Rates.” You request 
a factual report in this matter together with such other comments 
as I may desire to make. 

Upon taking over the duties of the Postmaster General I was faced 
with the prospect of an annual deficit of upward of $700 million 
unless drastic action was taken to revise the structure, policies, and 
practices of the postal establishment. One of the apparent needs was 
a realistic postal-rate policy. Men of experience in the business and 
professional world were recruited to take over many of the top-level 
positions in the Post Office Department. 

Annually since 1952 the Congress has appropriated funds for the 
activation of a Division of Postal Rates in the Post Office Department. 
My predecessor never activated such a division. I have obeyed this 
directive of Congress to use appropriated funds for this purpose, and 
the Division is now a live and active unit operating under the direction 
of an Assistant Postmaster General. Its function is to make con- 
tinuing studies of the postal-rate structure and to recommend changes 
therein when such appear necessary. To do this it cannot operate in 
avacuum. It must seek the views of the general public and take into 
account the possible public reaction to any proposed change. Accord- 
ingly it was determined in this Division of Postal Rates to sample 
public opinion with respect to some of our present policies. 

The views of our Solicitor were sought. He advised that it would 
be lawful to contract for a public-opinion survey under the provisions 
of section 55a, title 5, United States Code, and our appropriations 
act for 1954. 

The views of the Director of the Bureau of the Budget were also 
requested with respect to this matter. The Federal Reports Act of 
1942 recognized that the executive branch of the Government must 
procure information from the general public. The act directs the 
Director of the Bureau of the Budget to coordinate the information- 
collecting services of all agencies of the Government to the end that 
the cost of procuring such information would be reduced and that the 
information obtained be of maximum use to all the Government 
agencies. It should be noted that under section 3 (d) of the Federal 
Reports Act of 1942 (5 U.S. C. 139a (d)), the Bureau of the Budget 
is charged with the duty of determining whether or not the collection 
of any information by a Federal agency is necessary for the proper 

erformance of the function of such agency, or for any other purpose. 

he Bureau of the Budget approved the proposed plan. Its approval 
necessarily carries with it the determination that collecting the 
information was a proper function of the Post Office Department. 

Public opinion sampling is now recognized as a highly specialized 
field of work allied to, or a subdivision of, the profession of statistics. 
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While such sampling receives its widest publicity in connection with 
the determination of the probable outcome of elections, it has been 
widely used by industry as a guide to the conduct of affairs. Business 
concerns do not normally maintain their own sampling services but 
rely on the work of such outside firms as Wengel Service Corp. The 
value of such a survey is a Shs, of course, upon the expertness of 
the organization which conducts it, since objective yee me con- 
trolling the quality of the work cannot be written. For these reasons 
it was administratively determined necessary to the general adminis- 
tration of the Post Office Department to make a contract with Wengel 
Service Corp. 

With respect to the allegation that the information thus obtained, 
when transmitted to each Member of Congress, constitutes a violation 
of section 1918 of title 18, United States Code, I believe that you will 
be interested to note that I have taken this matter up with the 
Department of Justice. That Department has advised me that 
under the circumstances it does not believe that the transmission of 
this information to Members of Congress was a violation of that law. 

My letter of January 20, 1954, to the Members of Congress was 
sent in response to oral requests made to me by several Members 
that they be furnished copies of the report when it became available. 
The letters, as you may see by examination of the one submitted to 
you by Senator Gore, are mere transmittals of the report for the 
information of the addressees. They do not request the addressees to 
take any action one way or another on legislative problems. The 
sole purpose of these letters was to furnish all Congressmen with 
information in the possession of the Department which a few of 
them had requested. I did not consider it proper to furnish this 
information to some Members without making it available to all the 
Members of Congress. 

Since the report was transmitted to Members of the Congress I have 
received a number of letters in which thanks have been expressed for 
the receipt of the information. 

It is inconceivable that Congress, in enacting the cited law, intended 
to require a Cabinet officer to withhold from Members of Congress 
information properly gathered by him in the operation of his depart- 
ment. 

For your information I am attaching hereto a copy of the contract 
entered into with Wengel Service Corp., a copy of the opinion of the 
Solicitor of this Office, a copy of the opinion addressed to me by the 
Department of Justice and a copy of the opinion of the Bureau of the 
Budget. If you desire any further information, I will be happy to 
supply it. 

Sincerely yours, 
Artuur E. SuMMERFIELD, 
Postmaster General. 
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JANUARY 20, 1954. 
To the Postmaster General: 

Pursuant to the request of the Attorney General, I have read your 
letter of January 20, 1954, by which you forwarded to each Member 
of Congress a copy of The Public Looks at Postal Rates. You said 
in that letter: 

“We believe you will find this objective national opinion survey 
throws much helpful light on the degree of public approval of pro- 
posed increases in first-, second-, and third-class postal rates and 
should be helpful to you in your consideration of the problem.” 

With the purposes of that letter in mind, consideration has been 
given to section 1913 of title 18 of the United States Code. It seems 
clear from a reading of that law that it was not the intent of Congress 
to prohibit or even discourage the head of a Government department 
from furnishing to Members of Congress any information which would 
be helpful to Members of Congress in considering any legislation then 
pending before them. 

Your letter was in no sense argumentative, but merely forwarded 
certain data for their assistance in considering a bill presently before 
them. I do not see that any logical contention could be made that 
such action has been prohibited by Congress. 


J. WatTer YEAGLEY, 
First Assistant, 
Criminal Division, Department of Justice. 


AppENDIX Exuisir 3 


JANUARY 20, 1954. 
To the Postmaster General: 

This will confirm the oral opinion given to Assistant Postmaster 
General Robertson on December 7, 1953, with respect to the legality 
of the contract which the Department proposed to enter into with 
Wengel Service Corp., of Princeton, N. J. 

The Postmaster General is authorized by section 55a of title 5, 
United States Code, and by title 2 of the Treasury and Post Office 
Departments Appropriations Act, 1954, to procure the temporary or 
intermittent services of experts or consultants without regard to 
section 5 of title 41 United States Code. 

It is the opinion of this office that the contract entered into is a 
lawful contract under the provisions of the sections above cited. 


L. J. Dorie, Acting Solicitor. 
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Apprenpix Exuisit 4 






Executive Orrice OF THE PRESIDENT, 
Bureau or THE BupaGet, 
Washington, D. C., January 21, 1984. 
Mr. Cuarues R. Hook, Jr., 
Deputy Postmaster General, 
Office of the Postmaster General, Washington, D. C. 

Dear Mr. Hook: This will confirm the oral approval given by this 
Office to Mr. Albert J. Robertson, Assistant Postmaster General, on 
December 7, 1953, covering the public opinion survey plans outlined 
in your letter of December 4 to Mr. Rowland R. Hughes, Deputy 
Director, Bureau of the Budget. 

Our review of the survey, in accordance with the provisions of the 
Federal Reports Act of 1942, was expedited in recognition of the timing 
requirements presented. We are glad to know that the survey has 
—_ satisfactorily completed and the results made available to your 
office. 

Budget Bureau approval No. 46-5401 has been assigned to this 
project. 

Sincerely yours, 



















Sruart A. Rice, 
Assistant Director for Statistical Standards. 
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Orricr oF THE Postmaster GENERAL, 
Washington, D. C., January 20, 1954. 






Hon. Atsert Gorge, 
United States Senate, 
Washington, D. C. 

Dear Senator Gorse: I am sending with this letter a copy of the 
Public Looks at Postal Rates—a scientific opinion survey made for the 
Post Office Department by an independent research organization. 

We have been anxious to know how the public felt about the pro- 
posed postal rate increases now before Congress. 

Did the people understand why these increases were proposed? 
Did they approve these che seam increases? Were they in favor of 
operating the postal establishment on a self-supporting basis? 

We wanted the answers to these and other questions—given without 
emotion or colored by special pleading. 

We believe you will find this objective national opinion survey 
throws much helpful light on the degree of public approval of proposed 
increases in first-, second-, and third-class postal rates, and should be 
be helpful to you in your consideration of this problem. 

Sincerely yours, 















i SAS Re Pe are ROY: 







Arraur E. SuMMERFIELD, 
Postmaster General. 







(100 Congressional Record, p. 1488.) 










ADDITIONAL VIEWS OF CERTAIN MINORITY MEMBERS 
TO REPORT ON PUBLIC OPINION SURVEY TO INFLU- 
ENCE POSTAL RATE LEGISLATION OF HOUSE COMMIT- 
TEE ON GOVERNMENT OPERATIONS 


(Lack of time prevented the submission of these views, prepared 
by the ranking minority member, to other minority members whose 
signatures do not appear thereon.) 


POSTMASTER GENERAL ARTHUR E. SUMMERFIELD IS COMMENDED FOR 
FINDING AND USING WAYS AND MEANS TO MAKE THE POSTAL SERVICE 
MORE EFFICIENT, LESS COSTLY 


Arthur E. Summerfield, a successful businessman of Michigan, ad- 
mired and respected by everyone in the Midwest who knew him, at 
President Eisenhower’s request and at considerable personal financial 
sacrifice, came to Washington to serve as Postmaster General. 

He found that the Post Office Department, whose employees were 
dissatisfied with their compensation; which was the recipient of in- 
numerable daily complaints about the service rendered, was operating 
at an annual deficit of around $700 million. 

The employees’ pay was increased. 

The Postmaster General quickly learned that the postal service, 
unlike a business which must give satisfaction to its customers and, if 
it is to continue to exist, operate without a loss, had Uncle Sam’s 
taxpayers back of it. He learned that each year the Department 
called upon the taxpayers to pick up the tab for the year’s losses. 

With the experience of a man who had been successful in business, 
Postmaster General Summerfield took a look at the Department, its 
service, and methods. He soon discovered there were loose ends 
everywhere, 

He quickly found that no adequate survey of the Department’s 
operations, of its rates and services, although authorized by statute, 
had been made. 

Taking advantage of existing legislation ', with the money provided 
by congressional appropriation,’ he followed the methods used today 
by practically all successful business enterprises to obtain information 
necessary to successful operation *. He employed the Wengel Service 

1 Title 5, U. 8. C., sec. 55a: The head of any department, when authorized in an appropriation or other Act 
Sane hie sh en a 


eases such service shall be without regard to the civil-service and classification laws * * *.”” 
? Public Law No, 73, 83d Cong., ist Sess., 67 Stat. 70: “Title II—Post Office Department © 


For expenses necessary for general administration of the postal service, operation of the inspection service, 
and the conduct of a research and development ace. including services as authorized by section 15 of 
the Act of August 2, 1946 (5 U. 8, C. 55a); at least ,000 to be available exclusively for procurement by con- 
tract of things and services related to design, development, and construction of equipment used in postal 
operations, and for contracts for management studies * * *."" [Italie supplied.) 

4 Letter of the Comptroller General of February 12, 1954: 

“Public opinion sampling is now recognized as a highly specialized field of work allied to, or a subdivision 

the a of statistics. While such sampling receives its widest publicity in connection with the 
determination of the probable outcome of elections, it has been widely used by industry as a guide to the 
eonduct of affairs. Business concerns do not normally maintain their own sampling services, but rely on the 
work of such outside firms as Wengel Service Corp, The value of such a survey is dependent, of course, 
upon the expertness of the organization which conducts it, since objective specifications controlling the 
——~ of the work cannot be written. For these reasons it was admistratively determined necessary to 

general administration of the Post Office Department to make a contract with Wengel Service Corp.”’ 


47 

















































































































































































see LEAR RO Sra si vat os sas 
ee zy 5 


48 PUBLIC OPINION SURVEY 


Corp. to make a survey of the services rendered by the Department 
and of the desires of those who paid the cost. 

With a study of the survey, plus the Postmaster General’s business 
experience and his acqui knowledge of the Department’s opera- 
tions, he realized that unless those using the postal service who had 
been enjoying a free ride, were to be made to pay their fair share of 
the cost, taxpayers generally would each year be called upon to make 
up the loss. 

Using the survey which he was authorized to obtain and the advice 
of experienced postal employees and economists of unquestioned stand- 
ing, under the Postmaster General’s direction a bill to equalize charges 
for postal service was prepared and submitted to the proper legislative 
committee of Congress. 

Copies of the survey were sent to some Cor men who requested 
them. Realizing that, if some Members of Congress had the benefit 
of this survey, all should have it, the Postmaster General on January 
20, 1954, forwarded copies to each Congressman. 

Somewhat later the Postmaster General, his aides, and assistants, 
appeared before congressional committees, explained the situation the 
Department was in and proposed legislation which, in the opinion of 
the Postmaster General, would remedy it. 

After a long and a hard look at the information submitted by the 
Department and using the previous knowledge of the Department 
which some who had long served on the Committee possessed, the 
House Postal and Civil Service Committee reported out the bill as 
amended, submitted it with a recommendation that it be adopted. 

The measure was thoroughly debated in the House and on July 6, 
1956, was adopted by the House by a vote of 217 to 165. 

The bill went to the Senate. Whether it is passed by that body, 
becomes the law of the land, rests entirely with the Members of that 
body. If passed by the Senate, it will undoubtedly be approved by 
the President, as the administration has favored similar legislation. 

A committee report by the House Committee on Government 
Operations severely and unjustifiably criticizes the Postmaster General 
for his honest, businesslike, and effective methods. 

It is critical because he caused a survey to be made, even though 
legislation enacted by the Congress authorized it. 

It is critical because he spent some $11,653 in obtaining the survey, 
although Congress made the funds available for that purpose in an 
appropriation bill.‘ 

t is critical of a former Comptroller General, Lindsay C. Warren, 
who served long and faithfully as a Member of the House, and for 
two Congresses on this very committee, and whose ability, integrity, 
and patriotism during his 15 years of service in the House and his 
more than 13 years of service as Gomptroller General, were never 
questioned by anyone. 

In fact, Lindsay C. Warren’s ability and integrity were so conspic- 
uous that the Congress made available to him on retirement an annual 
pension of $17,500. 

The report criticizes Mr. Warren because, after a thorough exami- 
nation of the record—and Warren never wrote an opinion without a 
complete knowledge of the facts—and a painstaking research of the 


4 Public Law 73, 83d Cong., Ist sess., 67 Stat. 70. 
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law, he gave a written opinion which in substance stated that the 
Postmaster General was authorized to make the survey, to spend the 
funds given to the Department by the Congress for that purpose. 

The committee suggests, and that is true, that the Comptroiler 
General did not have before him at the time he made the decision, the 
testimony of the Assistant Postmaster General, that the survey was 
made and was submitted to the Members of Congress. 

Mr. Warren knew, however, that the survey was made for the pur- 
pose of advising the Congress as well as the Postmaster General and 
that it would be submitted to and used by congressional committees 
and Members of Congress in forming their judgment as to the advis- 
ability of enacting the proposed legislation. 

The Committee on Government Operations is critical, and again 
without justification, of the Bureau of the Budget. It criticizes the 
Bureau of the Budget because it, after investigation and exercising 
its discretion under the authority granted it,> approved of the making 
of the survey. 

The committee seems to be proceeding under the theory that it is 
all wise; that it, rather than the Director of the Bureau of the Budget, 
the Comptroller General, and the Postmaster General should decide 
upon and direct the daily activities of the 2 agencies and the 1 depart- 
ment. That is, the committee or its members rather than those 
vested by statute with the authority to make decision, should pass 
judgment upon policy and methods. 

-Postmaster General Arthur E. Summerfield is to be commended 
and highly, for his willingness to sacrifice his personal financial in- 
terests, his social position in his home city and State, come to Wash- 
ington, and wholeheartedly use his great ability and his experience 
in an attempt to bring order out of confusion, give the people better 
postal service at less cost. 

He has, operating wholly within the spirit as well as the letter of 
the law, in his short term as Postmaster General, found ways and 
means which, if followed, will lessen the cost, improve the service of 
the Post Office Department. 

If faithfully and efficiently followed, the deficit which heretofore 
each year has increased the taxes of every citizen, whether he used or 
did not use the postal service, will not only be lessened but ultimately 
wiped out—the ty em rai will pay its own way—a long sought 
goal deplored only by those who wish a free ride at others’ expense 
and a few who think that Uncle Sam is a Santa Claus who has available 
inexhaustible resources, can and should make easy their course through 
life. 

The Postmaster General and his friends should not be hurt or 
worried by the carping, unjustifiable criticism carried in a report, 
made when the November election looms large on the horizon, a 
committee controlled by the Democrat Party, whose goal is the defeat 


of President Eisenhower—the election of a Democrat Congress. 


§ Federal Reports Act of 1942 (56 Stat. 1078; 5 U. S. C, 139-139f). 
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UNFOUNDED CHARGES OF A WASTE OF PUBLIC FUNDS, INCOMPETENCY, 
ILLEGAL ACTS, VIOLATION OF CRIMINAL STATUTE, WITHOUT EVIDENCE 
TO SUBSTANTIATE THEM 


The Postmaster General, Arthur E. Summerfield, is falsely charged 
with the wasting of public funds, with acting without authority of 
law, and with violation of a criminal statute. 

A former Comptroller General, Lindsay C. Warren, is unfairly 
charged with incompetency and carelessness. 

The Bureau of the Budget and Robert E. Merriam, Assistant to the 
Director, are without foundation charged with negligence and in- 
competency. 

A report ° submitted by the Executive and Legislative Reorganiza- 
tion Subcommittee of the Committee on Government Operations 
and adopted by the full committee on July 20, 1956, charged: 

That the Postmaster General, Arthur E. Summerfield, had wasted 
$11,653 in payment for unnecessary services rendered by the Wengel 
Service Corp. in conducting a public opinion survey for the Depart- 
ment. 

That the Postmaster General had no authority to enter into such 
contract without competitive bidding; that by using such survey when 
appearing before the House Post Office and Civil Service Committee, 


and sending copies of the survey to individual Members of Congress, 
he had violated section 1913 of title 18 of the Criminal Code. 


Statements of fact 


To show that such charges are false and utterly without foundation, 
it is only necessary to refer to the committee report. The conclusions 


reached by the committee are based upon facts which are few in 
number and which may be briefly but concisely and accurately stated. 

Every year since 1952, appropriations have been made by the 
Congress for the establishment and operation of a Division of Postal 
Rates in the Post Office Department. Not until the present Post- 
master General took office was any attempt made to follow that 
directive. 

The function of that Division was to make continuing studies of 
the postal-rate structure and to recommend any changes which might 
appear to be either necessary or which would give greater economy 
and efficiency. 

The Post Office Department having for years incurred a deficit, the 
Postmaster General, in an effort to either lessen or eliminate the 
annual deficit, in December of 1954 entered into a written contract 
(evidently oral approval of the Bureau of the Budget had_ been 
obtained prior thereto) and without first obtaining bids, with the 
Wengel Service Corp., to conduct a survey and furnish a report con- 
cerning public opinion “on the adequacy of postal service and on the 
acceptability of changes in postal service and postal rates.”’ 

Such a survey was made. It was used by the Postmaster General 
in his appearance before the House Committee on Post Office and 
Civil Service. Some Members of the Congress requested a copy and 
the Postmaster General then sent copies to every Member of the 
Congress. 


* House Rept. No. 2914, 84th Cong., 2d sess., Public Opinion Survey To Influence Postal Rate Legis- 
lation (contract by the Post Office Department), 23d Intermediate Report of the Committee on Government 
Operations, released for use a, m. July 25, 1956, 
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The Executive and Legislative Reorganization Subcommittee of 
the House Committee on Government Operations held hearings on 
June 11, 1956, called as witnesses Albert J. Robertson, Assistant 
Postmaster General and Controller, Bureau of Finance; Abe McGregor 
Goff, Solicitor; Adam G. Wenchel, Assistant Solicitor, of the Post 
Office Department; and Robert E. Merriam, Assistant to the Director, 
and Paul F. Krueger, clearance officer, Office of Statistical Standards, 
of the Bureau of the Budget. It then submitted the report to which 
reference has been and will be made. 

A bill of the particulars of the charges made, taken from the report 
itself, and the answers thereto from the same report, will now be given. 


Waste 


The first paragraph of the conclusions, found on page 2 of the report, 
charges that 


The services performed by the Wengel Service Corp. in 
conducting a public-opinion survey for the Post Office De- 
partment do not appear to have been necessary for the 
economical and efficient performance of the functions and 
duties reposed by law in said Department. 


Boiled down, this is a charge that the Department wasted the 
$11,653 it paid to the corporation to make the survey because that 
survey was unnecessary. 

That may be the conclusion of the subcommittee and of the com- 
mittee but it does not prove either that the survey was unnecessary 
or that the money spent was wasted. After all, the Postmaster 
General is charged with directin: the activities of the Department 
and, while bis acts are subject to examination and criticism by the 
Congress and its committees, or by individuals, be is the one who must, 
at least in the first instance, decide upen what shall be done to render 
an ever better, less costly service. 

It is obvious that, being m daily touch with the activities of the 
Departmrnt, he is in better position to determine what is or is not 
advisable or necessary than is a committee of the Congress which can 
at best take but an occasional and superficial view of what has 
happened. 

Unless there is a glaring fault in administration or the expenditure 
of funds, a congressional committee should be willing to accept the 
premise that the Postmaster General is a capable, qualified individual, 
acting conscientiously and efficiently. That is no more than what 
every Member of the House asks his constituents to do. After all, 
the Postmaster General is selected by the President, confirmed by 
the Senate. There is at least a slight presumption that his decisions 
are sound, 

The Comptroller General, who passed upon the legality of the 
survey and the report and who for many years served with distinction 
in the House, stated a fact which congressional committees might 
well accept. He said: 


The administration of the Post Office Department and the 
postal service is the responsibility of the Postmaster General. 


The committee might recognize the truth of that statement. 
Inasmuch as a legislative committee cannot operate an executive 
department or its agencies, should it not, unless a waste of public 
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funds or the unsoundness of a policy be obvious and serious, refrain 
from substituting its opinion or panes for that of a Cabinet officer, 
leaving the remedy to the people at the next general election? 

Again, when judging an expenditure by the Department of less than 
$12,000, would it not be well for a congressional committee to “first 
cast out the beam out of thine own eye; and then shalt thou see 
clearly to cast out the mote out of thy brother’s eye’’? 

It is just possible that some in the postal department might be able 
to criticize some of the expenditures caused (not this one) by congres- 
sional investigations. 


Incompetency 
Both the former Comptroller General, Lindsay C. Warren, the 
Director of the Bureau of the Budget, and more directly the Assistant 


Director, Robert E. Merriam, are charged with either carelessness or 
incompetency. 


The Comptroller General 


The Comptroller General, when the facts were submitted to him, 
found that on the record as made there was authority for the making 
of the survey and report (report, p. 36). That there was no viola- 
tion of a criminal statute. 

The charge carried in the report is that the Comptroller General, 
and that statement is true, did not have before him the testimony 
of Mr. Merriam taken on the hearings. 

The Comptroller General was, as we all know, a former Member 
of the House and in his opinion he wrote: 


There appears to be no evidence in the record which 
would warrant a conclusion by this Office that his action 
in authorizing a survey was intended or designed to influ- 
ence Members of the Congress on legislation as distinguished 
from having had the survey made for edministrative pur- 
poses of the Post Office Department. 


And then he added: 


There remains for consideration whether the action of the 
Postmaster General in distributing copies of the survey to 
each Member of the Congress with his letter of January 20, 
1954, constituted an improper use of appropriated moneys 
to that extent under the aforesaid provisions of the code. 
Careful analysis has been given to the contents of the letter 
and, since it consisted of an explanation as to why the sur- 
vey was made and merely suggested to the Congress that 
the results shown in the survey might be helpful in con- 
sideration of proposed increases in postal rates, 1t did not in 
my opinion constitute action by the Postmaster General 
designed or intended to influence any Member of the Congress 
to favor or oppose pending legislation. 


Even though the Comptroller General did not have before him the 
testimony of Assistant Postmaster General Robertson, which was 
quoted in the additional views of the minority, and to which reference 
is here made, from his years of experience as a Member of the House 
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and his knowledge of legislative procedure, he knew that the executive 
departments from the very inception of our Government had followed 
the * pcan of presenting their views to the Congress in behalf of 
legislation which they desired. 

Certainly from the of sre the executive departments have sent 
representatives to the Congress to influence the individual Members 
and the Congress to enact legislation which they considered desirable. 
Otherwise, why contact a Congressman or take the trouble to appear 
before a legislative committee? 

Until the coming in of this report, there has, so far as we know, never 
been any attempt to characterize as criminal efforts by the executive 
department to inform the Congress as to facts which might call for 
the enactment or the amendment of legislation. Now, for the first 
time, “‘influence,” even though properly exercised, becomes a badge 
of criminality. 

The Comptroller General undoubtedly had in mind the distinction 
between improper, illegal attempts, through the expenditure of public 
funds, to influence Members of Congress, and the right and the duty 
of the departments to furnish to the legislative congressional com- 
mittees and, for that matter, to every Member of the Congress, facts 
and figures which could be used, which should be used, to determine 
whether legislation should be enacted or withheld. 

The committee appears to have reached the conclusion that the 
Congress should act in a vacuum, that it should not accept from any 
source any statistics of any kind which would give it information as 
to the wisdom or necessity of enacting or repeal legislation. Pre- 


sumably, at least, committees and Members are influenced by views 


presented to them, by statements made by those with whom they 
come in contact. 

The conclusion of the committee appears to be that, inasmuch as 
the only purpose in forwarding the report was to advise the Congress of 
the situation, therefore the influence which it exerted, if it had any 
influence at all, was improper; was in violation of section 1913 of title 
18. 

If that conclusion is correct and is to obtain, then the Congress and 
especially the Government Information Subcommittee of the House 
Committee on Government Operations should “fold its tent and 
silently steal away,” for it has been holding hearings for days on the 
complaint that the executive departments refuse to furnish information 
requested by the Congress. 

‘hat subcommittee of the Committee on Government Operations 
sent out questionnaires, has been holding hearings, in an effort to 
establish a policy which will pry more information out of the executive 
departments, not only for congressional committees, Members of 
Congress and the press, but for citizens generally. 

At the same time, we have this committee condemning the Post- 
master General for causing a poll and survey of public opinion to be 
made, transmitting that to the Congress and its Members, because, 


pets the committee holds, it is a violation of section 1913 of title 
18. 
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Budget Bureau 


It is charged by conclusion No. 6 on page 2 of the report that the 
action of the Bureau of the Budget— 


appears to have been merely perfunctory and not in keeping 
with the duty imposed by the Federal Reports Act of 1942. 


On page 14, the committee charges that— 


the review by the Bureau of the Budget was most casual and 
not in keeping with the authority and duty reposed in it by 
the statute. 






Here again the committee might well have kept in mind that neither 
it nor any other committee of the House can think and act for the 
officials of either a department or an agency. 

Under the statute, the Director was authorized— 


within his discretion to make a determination as to whether 
or not the collection of any information by any Federal 
agency is necessary for the proper performance of the func- 
tions of such agency or for any other proper purpose * * * 


The Bureau of the Budget made such a determination and in the 
absence of bad faith or corrupt action—and there isn’t a word of 
testimony in the record to justify any such inference—it avails not at 
all for either individual Members of Congress or congressional com- 
mittees to criticize the judgment of such officials. 

The Assistant Director stated flatly, ‘‘We approved the survey.” 
So what? 

Just as long as there is a difference of opinion among individuals, 
there will be differences of opinion between Members of Congress, the 
officials and employees of the executive departments. Is it within the 
province of a committee to question or to criticize, when there is no 
charge of bad faith or corruption or general inecompetency, each and 
every act of an executive official or employee? 

Are congressional committees to become just groups of garrulous, 
loquacious, fault-finding, critical, striving-for-the-spotlight gentle- 
men—obsessed with the thought that each can do a better job of 
operating a department than its current head? 

Violation of criminal statute—Contract for survey illegal 

The charge by inference that the Postmaster General (a) acted 
without authority in taking a poll, and (6) that it was improper to 
obtain such service from a corporation, (c) without first obtaining bids, 
is without justification. 

The committee report states this committee believes— 


that poll taking on the subject involved is not a proper 
function of the Post Office Department in carrying out its 
statutory duties and responsibilities. 


Here again we find the committee, without authority to operate the 
postal service, substituting its judgment for that of those charged by 
statute with that duty. Though Members of Congress and con- 
— committees have certain responsibilities, no authority can 

found supporting the proposition that the Postmaster General and 
his assistants are under any obligation, legal, moral, or ethical, to 


accept the judgment of Congressmen rather than to use their own. 
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The Comptroller General, advised of the purpose of the poll, wrote 
(see Comptroller General’s letter, appendix No. 2, majority report, 
p. 34): 


There appears to be no provision of law specifically pro- 
hibiting the Figg ume nen of pte funds for public opinion 
polls such as is here involved. 


egy commenting that polls of public opinion had been rare, he 
added : 


However, in view of the undertaking by the Postmaster 
General to make a continuing study of the postal-rate struc- 
ture, of the fact that moneys were included in the appropria- 
tion for the Post Office Department for such purposes, and 
of the fact that changes in the rate structure would affect the 
general public using the mails, I am of the opinion that the 
action of the Postmaster General in authorizing the expendi- 
ture of funds for the survey was within his authority. 


While such polls may have been rare in the past, they are common 
enough today. 

The Postmaster General in his report dated February 4, 1954, to 
the Comptroller General, wrote, as quoted in the opinion of the 
Comptroller General (p. 35 of the committee report) that: 


Public opinion sampling is now recognized as a highly 
specialized field of work allied to, or a subdivision of, the 
profession of statistics. While such sampling receives its 
widest publicity in connection with the determination of the 
probable outcome of elections, it has been widely used by 
industry as a guide to the conduct of affairs. Business con- 
cerns do not normally maintain their own sampling services, 
but rely on the work of such outside firms as Wengel Service 
Corp. The value of such a survey is dependent, of course, 
upon the expertness of the organization which conducts it, 
since objective specifications controlling the quality of the 
work cannot be written. For these reasons it was admin- 
istratively determined necessary to the general administra- 
tion of the Post Office Department to make a contract with 
Wengel Service Corp. 

That the committee does not neglect any opportunity to be critical 
is"evident from a statement on page 3 of the report. After calling 
attention to the fact that legally the Department might use experts 
and consultants and stating that such employment called for the 
services of an independent contractor, rather than employees of the 
Government, and that— 


the proper use of the so-called nonpersonal service contract 
may in some instances promote the efficient and economical 
operation of our Government— 


apparently could not resist making this observation: 


However, we must also realize that contracting authority 
of this nature is a convenient vehicle for evading the civil- 
service laws, and in that respect can be as great an evil as the 
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uncontrolled use of individual experts and consultants em- 
ployed on a personal-service basis. 


The magnanimity of the committee in not suggesting that the poll 
and survey had been designed or used for that a is appreciated. 

The Postmaster General justifies the taking of the survey by refer- 
ence to the fact that section 15 of the act of August 2, 1946 (5 U.S.C. 
55a) made $250,000 available for, among other things, the making of 
“contracts for management studies.’’ Such funds were specifically 
made available for the services authorized by section 15 of the act 
above referred to, including services for the hire on a temporary or 
intermittent basis of— 


experts or consultants or organizations thereof by contract 
and, except for stenographic services, without obtaining com- 
petitive bids as required by section 3709 Revised Statutes, 
as amended (41 U.S. C. 5). 


Violation of criminal law 

The report, notwithstanding any disclaimer that has been or can 
be made, carries the charge that the Postmaster General is guilty of a 
violation of section 1913, title 18, Criminal Code. 


In the second paragraph of the conclusions as printed on page 2, 
there is the statement: 
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2. The instant public-opinion survey and report were 
procured for the purpose of influencing the Congress in the 
matter of the postal-rate increases proposed by the Post 
Office Department. 


This is followed by the recommendation that the report, together 
with the Department’s comments and the record of the subcommittee 
hearings— 


be forwarded to the Department of Justice for consideration 
in connection with the provisions of section 1913, title 18, 
United States Code. * * * Obviously it was not intended to 
have appropriated funds used by executive departments and 
agencies to pressure the Congress into taking favorable action 
on executive recommendations. 


To add force to its charge, on page 3, the committee, referring to 
the survey, wrote: 


Another phase of the problem involves the use of the con- 
tract authority under the conditions stated above to perform 
a function * * * to accomplish an objective prokibited ' by law. 
[Italic supplied.] 


On the same page, the majority baldly states that: 


Your committee believes * * * that the poll was taken for 
the illegal purpose of per magt wa, | yossa sng of Congress to 
favor legislation proposed by the Department in direct viola- 
tion of title 18, United States Code, section 1913. 


On page 8, we find this statement in plack-face type: 
“§ 1913. Lobbying with appropriated moneys’’, together with a 
reprint of that section. 
ven while conceding that the Comptroller General had concluded 
that no violation had occurred, the majority (report, p. 9) accuses 
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him at basing the conclusion upon “the absence of ‘evidence in the 
record.’’’ 

..On page 9, there also appears the caption: “A. Post Office Effort 
To Influence Legislation.” It is not followed by a question mark. 
It is a statement—a charge of a crime. 


- In the subsequent paragraph, we have the statement: 


The timing of the survey to coincide with congressional 
consideration of legislation ee by the Post Office 
Department to increase postal rates, and distribution of the 
ao to Members of Congress on the eve of committee con- 
sideration of the proposal, strongly supports the conclusion 
that the survey was made and distributed with the intent and 
design of influencing Members of Congress, contrary to the 
letter and spirit of the said section 1913. [Italic supplied.] 

Lest there be any mistake concerning its real feelings in the matter, 

the majority on page 11 again states its belief that— 

This assent constitutes an admission of an intent and design 

to influence Congress in contravention of the statute— 
and then concluded that— 

Under the facts now developed by this committee we believe 

it is legally impossible to reach a conclusion that the poll 

was taken for administrative purposes necessary to carrying 

out the functions of the Department. 


The charge and the answer 


The committee fires its A-bomb on the title page of its report: 
[For release a. m. papers, July 25, 1956] 


(COMMITTEE PRINT] 
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84th Congress, 2d Session House Report No. ___--- 


PUBLIC OPINION SURVEY TO INFLUENCE POSTAL 
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Note the following, printed in large type: 


“PUBLIC OPINION SURVEY TO INFLUENCE POSTAL RATE 
LEGISLATION” | atl 


It is a flat and a direct charge that the public opinion survey was 
made to influence postal rate legislation, even though, subtly, the 
two words “was made”’ were omitted. 

The title carries but one implication. That is that the public 
opinion survey was made to illegally influence postal-rate legislation. 
That specific charge of unlawful activity on the part of the Postmaster 
General is not supported by a single word of testimony, by a citation 
to any court decision. 

It was answered by the First Assistant in the Criminal Division of 
the Department of Justice, J. Walter Yeagley, on January 20, 1954, 
when he wrote: 

JANUARY 20, 1954. 
To the Posrmaster GENERAL. 

Pursuant to the request of the Attorney General, I have read 
your letter of January 20, 1954, by which you forwarded to each 
Member of Congress a copy of The Public Looks at Postal Rates. 
You said in that letter: 

“We believe you will find this objective national opinion survey 
throws much helpful light on the degree of public approval of proposed 
increases in first-, second-, and third-class postal rates and should be 
helpful to you in your consideration of the problem.”’ 

With the purposes of that letter in mind, consideration has been 
given to section 1913 of title 18 of the United States Code. It seems 
clear from a reading of that law that it was not the intent of Congress 
to prohibit or even discourage the head of a Government department 
from furnishing to Members of Congress any information which 
would be helpful to Members of Congress in considering any legislation 
then pending before them. 

Your letter was in no sense argumentative, but merely forwarded 
certain data for their assistance in considering a bill presently before 
them. I do not see that any logical contention could be made that 
such action has been prohibited by Congress. 


J. Water YEAGLEY, 
First Assistant, Criminal Division, 
Department of Justice. 


It was answered and repudiated by L. J. Doyle, Acting Solicitor, 
on the same day, when he wrote: 

JANUARY 20, 1954. 
To the Postmaster GENERAL. 

This will confirm the oral opinion given to Assistant Postmaster 
General Robertson on December 7, 1953, with respect to the legalit 
of the contract which the Department proposed to enter into with 
Wengel Service Corp., of Princeton, N. J. 

The Postmaster General is authorized by section 55a of title 5, 
United States Code and by title 2 of the Treasury and Post Office 
Departments Appropriations Act, 1954, to procure the temporary or 
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intermittent services of experts or consultants without regard to section 
5 of title 41, United States Code. 

It is the opinion of this office that the contract entered into is a 
lawful contract under the provisions of the sections above cited. 


L. J. Dorin, Acting Solicitor. 


It was answered by Stuart A. Rice, Assistant Director for Statistical 
Standards, Bureau of the Budget, on January 21, 1954, when he 
wrote: 


Executive Orrice OF THE PRESIDENT, 
Bureau or THE Bupeer, 
Washington, D. C., January 21, 1954. 
Mr. Cuarutes R. Hook, Jr., 
Deputy Postmaster General, 
Office of the Postmaster General, 
Washington, D. C. 

Dear Mr. Hook: This will confirm the oral approval given by this 
Office to Mr. Albert J. Robertson, Assistant Postmaster General, 
on December 7, 1953, covering the public opinion survey plans outlined 
in your letter of December 4 to Mr. Rowland R. Hughes, Deputy 
Director, Bureau of the Budget. 

Our review of the survey, in accordance with the provisions of the 
Federal Reports Act of 1942, was expedited in recognition of the 
timing requirements presented. We are glad to know that the survey 
has been satisfactorily completed and the results made available to 
your office. 


Budget Bureau Approval No. 46-5401 has been assigned to this 
project. 
Sincerely yours, 


Sruarr A. Rice, 
Assistant Director for Statistical Standards. 


It was answered by the Comptroller General in his letter of February 
12, 1954, to Senator Gore, when he wrote: 


There remains for consideration whether the action of the 
Postmaster General in distributing copies of the survey to 
each Member of the Congress with his letter of January 20, 
1954, constituted an improper use of appropriated moneys 
to that extent under the aforesaid provisions of the code. 
Careful analysis has been given to the contents of the letter 
and, since it consisted of an explanation as to why the 
survey was made and merely suggested to the Congress that 
the results shown in the survey might be helpful in con- 
sideration of proposed increases in postal rates, it did not 
in my opinion constitute action by the Postmaster General 
designed or intended to influence any Member of the Con- 
gress to favor or op pending legislation. 

Accordingly, for the foregoing reasons, there appears to be 
no basis on which this Office properly could hold that the 
expenditure of funds for the preparation and distribution of 

survey was illegal as being in contravention of the provi- 
sions of title 18, United States Code, section 1913. 









with the opinion of the Com 
stated that— 
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Those approving of this report seem to base their disagreem 
ptroller General upon the fact that he 


there appears to be no evidence in the record which would 
warrant a conclusion by this Office that his (the Postmaster 
General’s) action in authorizing the survey was intended or 
designed to influence Members of the Congress on legislation 
as distinguished from having had the survey made for admin- 
istrative purposes of the Post Office Department. 


and the fact that subsequently Assistant Postmaster General Robert- 


son testified (see Report, p. 11): 


































































































Mr. Rosertson. The poll confirmed—there was a great 
deal of argument, resistance, to the program, particularly on 
the part of certain classes of mailers—there was a general 
inference that the public did not share this feeling which we 
believed in. 

Mr. Pincus. But you wanted to tell the public the facts? 

Mr. Rosertson. We wanted to confirm our own judgment 
as to what the public thought. 

Chairman Dawson. That bears out what we had in mind. 
This was a thing done to convince the Congress—this was 
done for the benefit of pending legislation that you had 
before the Congress, this poll was taken. You had already 
recommended the legislation. The matter was coming up 
before the new Congress, you wanted the material to appear 
before the committee to support what you believed, to 
— you in asking for it, so this poll was taken; is that 
right? 

Mr. Rorgertson. Well, the poll supported our position. 

Chairman Dawson. That wasn’t my question. The ques- 
tions sent out were designed to support your contention, but 
the poll was made for the purpose of influencing the Congress 
in a request that you had made to the Congress? 

Mr. Rorerrson. Yes; we used that ierfovuietion in our 
hearings. 

Chairman Dawson. Wasn’t it made for that purpose? 
Wasn’t this poll taken in order to confirm what you believed 
to be a state of facts as to matters pending before the Con- 
gress? 

Mr. Roxgzrtson. Yes. 


The conclusion that the making of the survey, its transmission to 


members of the committee and the Members of Congress was illegal, 


ignores a part of section 1913, which provides— 


























tion that anything given to 





but this shall not prevent officers or employees of the United 
States or of its departments or agencies hid communicat- 
ing to Members of Congress on the request of any Member 
or to Congress, through the proper official channels, requests 
for legislation or appropriations which they deem necessary 
for the efficient condilet of the public business, 


The committee evidently — upon section 1913 the interpreta- 


egislative committees or to Members of 
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Congress to aid them, or which might or naturally would influence 
them, falls within the meaning of the word “influence” and that as 
carried in this section is illegal. 

Comment has been made upon that interpretation earlier in these 
views. é 

Though section 1913 of title 18 became the law as early as July 11, 
1919, it is significant that there have been no prosecutions under it, 
though it is a matter of common knowledge that the officials of the 
executive departments and agencies and their representatives form a 
steady, unending procession to the Hill and to committee rooms when 
the Congress is in session. What is the purpose of their appearance? 
Is there any doubt about the purpose? 

It should be noted that the Federal Reports Act of 1942 (title 5, 
U.S. C., sec. 139-139f) authorized such procedure by the executive 
departments; that the chairman of the subcommittee, who is also 
chairman of the full committee, was, on June 25 and 29, apparently 
in answer to his request, by the assistant to the Director of the Budget, 
furnished a partial list of surveys conducted by the United States Fed- 
eral agencies of the opinion and attitude type since 1950, plus one in 
1946. 

This list, as printed on page 37 of the report, advises that 28 such 
surveys were made since 1950, one in 1946; that but 7 were made in 
1953 and since; that 21 were made prior to the inauguration of the 
Eisenhower administration. 

If the present survey and the furnishing of the information to the 
Congress was illegal, why is it that the committee has made no investi- 
gation of the purpose and use made of the 21 surveys made by the 
executive departments prior to the coming of the Eisenhower admin- 
istration? 

If the interpretation of this section is the correct one, why is it that, 
for some 37 years—that is, ever since the enactment of section 1913— 
although every executive department has sent witnesses, studies, briefs 
and statements which were designed to influence the Members and the 
Congress, and which have been given to the Members of Congress and 
its committees, there have been no prosecutions under it? 

Why did it not suggest in its report the enactment of legislation 
clarifying the statute or giving to it words which would prevent the 
taking of such polls, the transmission to the Congress of any informa- 
tion which might influence the Members? 

The construction placed upon this statute seems to me to be absurd, 
in that, followed logically, it would prevent the executive depart- 
ments appearing before congressional committees. 

If the meaning attributed to the section by the committee’s con- 
clusions and recommendations is sound, what right has any represent- 
ative of the departments to spend appropriated funds for taxi hire to 
voluntarily appear before a committee (not having been requested) to 
give his views on legislation sponsored by a department? 

The universal practice has been otherwise, and it seems unfortunate 
that, shortly before a national election, this report, making unfounded 
but serious charges against the head of the Post Office Department, a 
Republican, should be made and given publicity through the publica- 
tion of a report eg rap and approved only by the action of the Demo- 


cratic majority of the committee. 
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This is not the only recent occasion when a congressional committee’s 
report has made serious charges against a Cabinet officer without 
credible evidence. To some extent it follows the pattern set. by a joint 
Senate and House committee which itted one of its staff members 
to give publicity to a later admittedly false charge that the President 
of the United States had lent his personal influence to an alleged 
improper, illegal action of a Cabinet officer. 

Charges of serious misconduct but unsubstantiated by evidence will 
in the end tend to impair the weight of the reports of congressional 
committees, to discourage patriotic citizens in their efforts to render 
needed service, which in some cases only they can give. 

Discouraging public service 

Not so long ago, one of the arguments which was made and which 
perhaps influenced the Congress in increasing their compensation was 
that better service from more able individuals would be obtained if 
the financial reward was greater. 

It was argued then, and with some degree of plausibility, that men 
of greater ability would enter public service if they were not required 
to make financial sacrifices in order to do so. 

We all recall that several men, able and earning hundreds of 
thousands of dollars in their chosen field, made a great financial 
sacrifice in order to serve the Government in what they thought was 
a time of need. 

It must be admitted that many an individual, financially inde- 
pendent, socially prominent, enjoying the creative work which he was 
doing, has resigned his position, left his home, and at a pecuniary loss 
come to Washington—the sole desire being to aid the Government 
which had given him so great an opportunity. 

Down through the years, many an individual of outstanding ability, 
respected and honored, has come to Washington and within a few 
short months, even though he had established a record of efficiency, 
was publicly assailed by leftwing writers and sometimes—all too 
often—by Members of the Congress. 

The present Postmaster General is a man who, because of his native 
ability, his tireless efforts, not only made himself financially inde- 
pendent, but established for himself in his home and adjoining States 
a record as a conscientious, patriotic, public-spirited citizen. He has 
exceptional! ability as an organizer a a businessman. 

To be now, as others have been, falsely accused of improper con- 
duct, of the violation of a public statute by a committee of the 
House, which is not responsible to him for its actions, is most repre- 
hensible. 

Not one who voted for the report of the majority would, as an 
individual, dare to make the charges which are carried in the report 
of the majority. 

The report adopted by the majority is unfair, it is unjust, and in 
the record there is not one single word to justify the conclusions it 
expresses. 

Overpowering, indeed, must be the patriotism of the individual 
who, successful at home, respected in his community, will come to 
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Washington to serve his Government, knowing that his reputation 
may be assailed by those who are not subject to a civil remedy for 
their actions. 
Respectfully submitted. 
Ciare E. Horrman. 


We concur in the foregoing views. 
Respectfully submitted. 


R. WaLrer RIEHLMAN. 
Ceci M. Harpen. 
Cuarues B. BRrownson. 
CLARENCE J. Brown. 
GLENARD P. Lipscoms. 
Carroutt REECE. 

J. ArtTHUR YOUNGER. 
Vicror A. Knox 

Orro KRUEGER. 
Winuiam E. MInsHAt.. 
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ADDITIONAL VIEWS OF HON. DANTE B. FASCELL 


Pusuic Opinion Survey To InFivence Postau Rare Leaistation— 
INTERMEDIATE Report oF THE CoMMITTEE ON GOVERNMENT 
OPERATIONS 


I am in accord with the majority report in its general tenor that the 
poll appears not to have been necessarily a proper function, duty, or 
responsibility of the Post Office Department, although I cannot deny 
its desirability. 

This type of contractual service should always be subject to the 
closest observation and scrutiny, although it cannot be denied that in 
proper cases, it would be a good management tool. 

Recommendation No. 1 seeks the advice of the Attorney General in 
the light of this case on possible legislation to provide safeguards for 
the use of this type of contract. This is reasonable and appears to be 
very desirable. 


However, recommendation No. 1 and the report generally, should 
not be construed, in my opinion as calling for a Justice Department 
investigation to determine whether or not the Post Office Department 
acted in violation of law, with the inference that some individual might 
be considered for prosecution. 

I emphasize the fact that the report contains the opinion of the 
Comptroller General of the United States, dated February 2, 1954, 

assing on and approving the action of the Post Office Department. 
urthermore, I am advised that the Justice Department has like wise 
previously approved the action of the Post Office Department. 
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ADDITIONAL VIEWS OF HON. WILLIAM L. DAWSON 


It is notclearfrom the confusingly repetitive and discursive nature of 
the minority report and additional views appended by members of the 
minority just what aspect of the legislative power and duty of over- 
sight and inquiry is being called into question. If the view is being 
urged that the Congress should abdicate its responsibility and judg- 
ment as regards the execution of the laws enacted by it I feel con- 
strained to call attention to certain elementary legal and constitu- 
tional principles upon which our system of government is predicated. 

1. Article I of the Constitution vests the legislative power in the 
Congress of the United States. 

2. Article I, section 8, gives the Congress the authority— 


To make all Laws which shall be necessary and proper for 
carrying into Execution the foregoing Powers, and all other 
Powers vested by this Constitution in the Government of the 
United States, or in any Department or Officer thereof. {Em- 
phasis supplied.] 


3. Article II vests the executive power in the President, but article 
II, section 3, requires the President to take care that “* * * the Laws 
be faithfully executed. * * *” [Emphasis supplied.] 


4. The courts have repeatedly recognized the legislative power of 
inquiry as an essential part of the legislative function. In the leading 
case of MecGrain v. Daugherty (273 U. S. 135, 1927) the Supreme 
Court stated in part— 


* * * We are of opinion that the phetry of inquiry—with 


rocess to enforce it—is an essential and appropriate auxil- 
iary to the legislative function. It was so regarded and 
employed in American legislatures before the Constitution 
was framed and ratified. Both Houses of Congress took 
this view of it early in their history—the House of Repre- 
sentatives. with the approving votes of Mr. Madison and 
other Members whose service in the Convention which 
framed the Constitution gives special significance to their 
action—and both Houses aha employed the power accord- 
ingly up to the present time. 


This is only one of many statements of the same principle by the 
Federal judiciary. 

It is for the Congress to enact the laws, to inquire as to their admin- 
istration by the Executive, and to clarify the meaning and the intent 
of legislation wherever necessary. To assume that Executive inter- 
pretation of the law is final and conclusive is to violate the Constitu- 
tion by transferring the legislative and the judicial power to the 
Executive. 
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Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 24th intermediate report of 
its Subcommittee on Military Operations. 


Wiiuram L. Dawson, Chairman. 
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FOREWORD 


If a nuclear attack should be launched upon the cities of this Nation, 
millions of lives could be lost and the accumulated tangible assets 
represented by our homes, churches, schools, libraries, cultural treas- 
ures, industrial facilities, and other things we hold dear, could be 
completely destroyed. 

Such an attack now is possible by a potential enemy possessing 
atomic-hydrogen weapons and sufficient means to deliver them by 
airplanes and submarines. 

tach of these nuclear weapons could release explosive energy 
measured in millions of tons of TNT equivalent, and also spread 
deadly radioactive dust throughout large areas of the Nation. 

The catastrophe of nuclear war, we believe, could destroy civiliza- 
tion. Every effort therefore must be made to prevent such war. 
But until the foundations of universal peace are firmly established, 
other grave responsibilities must be discharged. 

This Nation must build and maintain, without delay, every factor 
of strength to deter war. The two most powerful deterrents we 
possess today are the military power to strike back against an aggres- 
sor’s blows and the military defenses within the Nation. 

These military forces of offense and defense cannot guarantee that 
an aggressor will turn aside a mad impulse to strike. Neither can 
they wholly prevent the exposure of our people to death and destruc- 
tion if such an attack comes. 

Confronted with these hard facts of the contemporary world, we 
must strive to increase the deterrent factors against war. The sub- 
committee believes that a third powerful deterrent can be created— 
to strengthen our capacity to substantially withstand attack, our 
national resiliency, by insuring the continuity of civil government 
and the protection of civilian hfe. For want of a better phrase we 
speak of “civil defense.” 

The more unprepared we are as a nation, the more tempting a 
target we are to the aggressor. 

The subcommittee believes that an effective nationwide civil defense 
should be created as a third strong deterrent to war, and if an aggres- 
sor ever should strike, as the indispensable means to national survival. 

Difficult as this task may be, the subcommittee is confident that 
it can be accomplished. We refuse to join with those defeatists who 
take a fatalistic or hopeless attitude, or with others who verge on 
that position. 

There are positive, constructive steps to be taken. These are set 
forth in the recommendations of this report. 
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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


TWENTY-FOURTH INTERMEDIATE REPORT 


SUBMITTED BY THE MILITARY OPERATIONS SUBCOMMITTEE 


On July 25, 1956, the Committee on Government Operations 
had before it for consideration the report of its subcommittee studying 
civil defense for national survival. 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report 
of the full committee. The chairman was directed to transmit a 
copy to the Speaker of the House. 


SUMMARY OF REPORT 


Nuclear weapons have revolutionized modern warfare. A single 
hydrogen bomb can release more destructive energy than all the bombs 
dropped on Germany and Japan in World War II. 

he atomic bomb multiplied the explosive power of the World War 
II “block buster’ 1,000 times. The hydrogen bomb, in turn, has 
multiplied the explosive power of the “nominal” atomic bomb 1,000 
times. 

Besides the enormous blast, heat and prompt radiation caused by 
a nuclear explosion, radioactive fallout can contaminate large areas 
of the Nation, causing radiation sickness and death to exposed people. 
For ne blab: shortened life span and genetic damage can be ex- 
pected. 

Soviet Russia possesses atomic-hydrogen weapons and the means 
to deliver them in massive attacks by airplanes and submarines. 
The highest military authorities in the United States state that no 
matter how good our defenses, some portion of the enemy force can 
always break through and cause heavy damage to the Nation. 

Since America is not an aggressive nation, the advantage in war 
lies with the enemy, and in nuclear war the advantage can be over- 
whelming and decisive unless the Nation is prepared to take the 
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aggressor’s blows. Therefore, civil defense becomes necessary for 
national survival. 

Scientists and other informed witnesses emphasized to the sub- 
committee the vital strategic role that civil defense must play, along 
with our striking power and military defenses. In the age of nuclear 
warfare, civil defense must be part of a unified and continuous concept 
of national defense. 

Civil defense must be construed in a broad sense, encompassing all 
those tasks necessary to prepare the Nation to withstand and over- 
come the ravages of enemy attack. 

Technologically it is feasible to protect a major portion of the popu- 
lation and the vital industries of America, but the question yet to be 
decided is whether the Congress and the executive branch are willing 
to put forth the funds and the effort required to achieve that pro- 
tection. 

The Nation spends yearly for direct military purposes $35 billion 
to $40 billion. The FCDA gets a yearly appropriation of $60 million 
to $80 million, something like one five-hundredth of the military budget. 

The faults of civil defense lie not in lack of dollars alone. The 
Congress has refused to commit large funds for civil defense in the 
absence of an effectively planned national program. In the opinion 
of the subcommittee, Congress has not given to this problem the atten- 
tion it has deserved. 

The FCDA has not fully grasped the technical, administrative, or 
economic requirements of an effective civil-defense program. 

The subcommittee believes that the key measure in civil defense 
against nuclear attack is shelter. This is based on the testimony 
received and on studies of the Naval Radiological Defense Laboratory. 

Proper construction and location of shelters in heavily populated 
target areas can reduce casualties by two-thirds, according to analyses 
by shelter design experts in industry and Government. 

The FCDA’s policy of reliance on evacuation as the key civil- 
defense measure is weak and ineffective and indeed dangerously 
shortsighted. Evacuation requires hours or days of advance warning, 
which cannot be guaranteed and which would be unavailable when 
intercontinental ballistics missiles are developed. 

The FCDA policy of promoting local evacuation plans and back- 
yard family shelters is an inexpensive budgetary substitute for an 
effective civil defense. 

The FCDA Administrator indicated that his agency might con- 
sider a shelter program, but that he preferred to wait until evacuation 
feasibility studies, for which the Congress has appropriated $20 
million, are completed. 

Such studies are underway in 25 or more States (4 involving inter- 
state groups) under the name of “survival plan’ studies, projected 
over a 2-year period. The subcommittee is convinced that these 
studies will result in enormous duplication of paperwork and are 
delaying basic national decisions on shelters. 

The FCDA-sponsored concept of metropolitan target area authori- 
ties for planning and operating civil-defense programs poses unusuall 
difficult. problems, diverts emphasis from, et ge delays execution of, 
essential immediate tasks of civil defense. 

Desirable as it may be in a nuclear weapon age, the subcommittee 
sees little promise in industrial dispersal as a civil-defense measure 
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because of the slow promt, the powerful obstacles, and the sporadic 
and limited efforts of the Federal Government in promoting dispersal. 

The FCDA Administrator never has construed his statutory author- 
ity to develop a realistic national plan for civil defense. Too many 
planning responsibilities are delegated to other Federal agencies or to 
outside organizations or to State-local groups. 

The FCDA is not able to utilize fully and properly the enormous 
resources of the military agencies or the Atomic Energy Commission 
because it lacks scientific and technical personnel se od can request 
and evaluate classified data important for civil defense. 

Although the FCDA is ostensibly the primary Federal agency con- 
cerned with civil defense, such responsibilities are divided among the 
he the Office of Defense Mobilization, and the Department of 

efense. 

The FCDA and ODM delegate similar functions to various Federal 
departments and agencies, require similar techniques for analyzing 
bomb damage, and share responsibilities for industrial dispersal and 
other postattack planning activities. 

The division of duties between FCDA, ODM, and the Department 
of Defense in civil-defense planning, worked out by prompting of 
ODM, has no clear statutory basis. The Congress has sadly neglected 
this area. 

In the strategic sense in which civil defense is here considered, the 
subcommittee sees no sensible distinction between the civil-defense 
planning activities of ODM and FCDA and believes that these related 
activities should be merged. 

After consideration of the various alternatives to reorganization, 
the subcommittee concludes that a Federal department with Cabinet- 
level prestige and authority should be created. Civil defense must 
be as permanent a feature of our national life as military defense. 

The military departments, having traditionally rendered assistance 
to civil authorities in emergencies, will be called upon to expand and 
wil] attempt to fill the vacuum created by inadequate civil defense, 
unless a strong national civilian program is developed. 

Basic questions concerning the military role in civil defense were 
raised by the Presidential proclamation of nationwide mock martial 
law during Operation Alert 1955. 

Since that time the military authorities have stepped up their civil- 
ry mF aE activities at the Department of Defense level and in 
the held. 

The 1950 civil-defense legislation was outmoded upon its enactment 
5 years after atomic bombs were dropped on Japanese cities, and 5 
more years of weapon advances have made it obsolete. 

All recent studies of civil defense, the unanimous resolution of the 
1956 governors’ conference, and the testimony of numerous informed 
witnesses before the subcommittee recommend a shift in basic respon- 
sibility for civil defense from States and localities to the Federal 
Government. 

This accords with constitutional responsibilities of the Federal 
Government to provide for the common defense and to cope with 
planning, technical and financial requirements of civil defense in the 
nuclear age. 
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RECOMMENDATIONS 


1. Federal civil-defense legislation should be redrafted to vest the 
basic responsibility for civil defense in the Federal Government, with 
the States and local units of government having an important sup- 
porting role. 

2. The new legislation should create a permanent Department of 
Civil Defense, combining the civil-defense fonstians (broadly defined) 
of the Office of Defense Mobilization and those of the Federal Civil 
Defense Administration. 

3. The Department of Civil Defense should consult with the De- 
partment of Defense and be required to formulate a master plan for 
nationwide civil defense. Plans for each target area should be made 
and protective measures initiated after careful determination of their 
respective priority importance to national defense and survival. 

4. The master plan for civil defense should be pointed toward the 
establishment of an integrated nationwide civil-defense system based 
on the key civil-defense measure of shelter protection against the 
blast, heat, and radiation effects of nuclear explosions. 

5. Studies under the survival planning contracts should be sus- 
pended, pending a reformulation of the criteria for the expenditure 
of the funds Congress authorized and appropriated for this purpose. 
A local or ce survival plan study should be concerned only with 


the adaptation and application of the national plan and of basic 
studies, to a local situation. 

6. The Department of Civil Defense should be authorized to finance 
the construction of shelters in all target areas, with the cooperation 


of State and local authorities. 

7. The Department of Civil Defense should be authorized to insti- 
tute all other measures necessary to establish an integrated nationwide 
civil-defense system, and to utilize toward this end such available 
resources and facilities of the Federal departments and agencies as are 
necessary. 

8. The Department of Civil Defense should be authorized to 
strengthen State and local civil-defense organizations by contributing 
equipment, supplies and funds for administration, training, stockpiles 
and other necessary civil-defense uses, subject to the supervision, 
inspection and approval, by the Secretary of Civil Defense, of the 
civil-defense programs of State and local authorities. 

9. The Secretary of Defense, in consultation with the Secretary of 
Civil Defense, should establish and implement an effective program 
of training active and reserve military personnel in civil-defense duties 
as a defined part of regular military training. 

10. The Secretary of Civil Defense, in behalf of the President, 
should have defined statutory powers to act in an emergency and to 
mobilize all civilian resources for minimizing the effects of enemy- 
caused disaster upon the national economy and the people of the 
United States. 

11. The Secretary of Civil Defense, in behalf of the President, should 
have statutory authority to carry out plans and operations in peace- 
time, under preattack situations, particularly before declarations of 
emergency have been made, in order to minimize the effects of 


enemy-caused disaster upon the national economy and the people of 
the United States. 
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12. The role of the military forces in civil defense should be clearly 
defined. State and local officials should be fully informed as to the 
terms and conditions under which military assistance to civil-defense 
authorities will be rendered in the event of widespread disaster and 
the breakdown of civil government. 

13. The studies of martial law conducted by the Attorney General, 
the Department of the Army, and other Federal agencies should be 
made public promptly upon completion, to assist the Congress and 
the public in understanding the contemplated role of the military 
forces in civil defense. 

INTRODUCTION 


The Military Operations Subcommittee has conducted an extensive 
inquiry into civil defense. Six months of staff study were followed by 
public hearings commencing in January 1956. The subcommittee also 
received briefings in executive session at the headquarters of the Stra- 
tegic Air Command at Omaha, Nebr.; the Continental Air Defense 
Command at Colorado Springs, Colo.; and the Federal Civil Defense 
Administration at Battle Creek, Mich. The latest developments in 
missile weapons were made known to the subcommittee by special 
briefing at the Pentagon and by inspections at certain Air Force sites. 

Public hearings were held in Washington, D. C.; Baltimore, Md.; 
New York City and Syracuse, N. Y.; Detroit, Mich. ; and San Francisco 
and Los Angeles, Calif. The witnesses at these hearings included 
distinguished scientists, doctors, engineers and other professional per- 
sons; responsible public officials in Federal, State and local govern- 
ment; the chairman and members of the Joint Chiefs of Staff and othe: 
military spokesmen; and informed private citizens, civic leaders, 
industrialists and representatives of national organizations. Alto- 
gether these witnesses numbered 211. 

Also communications were received from 36 State governors and 
from 33 mayors of the largest cities in the United States. 

A list of the public witnesses, alphabeticelly arranged, and of the 
responding governors and mayors (or their civil defense directors) 
arranged by States, is appended to this report. The public hearings 
are apy in 7 volumes comprising 3,145 pages of testimony. 

This is the most extensive investigation of civil defense undertaken 
by a committee of the Congress. Indeed, aside from the yearly 
Appropriations Committee reviews and the enactment of an occa- 
sional minor amendment to the Federal Civil Defense Act of 1950, 
there has been only one other congressional committee inquiry ' into 
civil defense since the basic legislation was passed more than 5 years 


The subcommittee chairman, Hon. Chet Holifield, brought to the 
inquiry a background of 10 years of knowledge as a member of the 
Joint Committee on Atomic Energy. The problems of civil defense 
are largely those of coping with the threat or the devastation of 
atomic-hydrogen war. The knowledge and interest of the members 
of the subcommittee have been of great benefit in this investigation. 

' Civil Defense Program, hearings before the Subcommittee on Civil Defense of the Committee on Armed 


Services, 84th Cong., Ist sess. (hereinafter cited as the Senate Civil Defense Subcommittee hearings), pts. 
land II with appendixes. The Senate Civil Defense Subcommittee issued an interim report. 
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PURPOSE OF SUBCOMMITTEE INQUIRY 


The immediate purpose of the subcommittee inquiry was to take 
testimony concerning several resolutions which had been referred to 
it by the chairman of the full committee, Hon. William L. Dawson. 
These resolutions proposed that the Federal Civil Defense Adminis- 
tration be reorganized and made an executive department either of 
Cabinet rank or within the Department of Defense.” 

It became quickly apparent, however, that the civil defense inquiry 
demanded more than a consideration of organizational changes. Civil 
defense was a neglected field. The 1950 legislation which created the 
Federal Civil Defense Administration, outdated from the start, was 
left far behind by the swift march of atomic-hydrogen weapons tech- 
nology and the evidence that Soviet Russia produces such weapons 
and can deliver them. A careful review of the basic legislation was 
indicated. 

Furthermore, the subcommittee sensed a desire upon the part of 
many congressional Members to understand better the need and the 
complexities of civil defense, and to get a more precise measure of 
performance on the part of the Federal agencies concerned. Under- 
lying this desire is the sentiment, often expressed, that a decision 
should be made whether civil defense is important and urgent and 
therefore should command far greater support in terms of finances, 
facilities, administrative direction, and executive leadership ; or whether 
it is a useless and wasteful exercise and therefore should be abandoned. 

Through its investigations and this report, the subcommittee has 
endeavored to place civil defense in clearer perspective and to point 
the way to necessary corrective action by the Congress and the 
Executive. 

METHOD OF APPROACH 


The subcommittee undertook its inquiry without prejudging the 
issues. Subcommittee members modified or refined their views as 
the hearings continued and as new facts or concepts were introduced. 
On occasion, positions were taken in the hearings to bring out points 
of testimony or to develop the meaning of given policies. However, 
the consensus of final subcommittee judgment on the matters under 
inquiry is contained in this report. 

he recommendations in the report are not new or startling. They 
have been proposed by one or another informed and competent person. 
Witnesses differed in their views, of course, though there was a sur- 
prising degree of unanimity on basic issues concerning Federal re- 
sponsibility for planning and financing an adequate civil-defense 
wigy vei Necessarily the subcommittee has used its own judgment 
in drawing upon the wealth of suggestions and recommendations 
presented to it, selecting those which seem more fundamental and 

ent. 

he inquiry was completely free of partisan spirit. The subcom- 
mittee considers the problems too acute and their solution too vital 
to national survival and security to become the object of political 
debate. As Chairman Holifield said in opening the hearings: ‘No 


3H. J. Res. 98, 71, 75 and H. Con, Res, 108, 84th Cong; 
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administration, no party, can claim special competence in civil- 
defense matters today.” 

Nothing will be gained, however, by blinking the facts or suppress- 
ing justified criticism. The subcommittee is a stern critic because the 
issues need critical analysis and civil defense needs a drastic revision 
in concept and performance. This report is frank because the facts 
must be told. 


DESTRUCTIVE POWER OF NUCLEAR WEAPONS 


To understand the need, the urgency, and the magnitude of the 
civil defense effort, we must start with a consideration of the weapons 
threat. Here the subcommittee restates some fundamental facts, 
the real import of which is not considered by our national leaders, 
military and civilian, in terms of civil defense preparedness. 

Words can scarcely convey how radically atomic-hydrogen weapons 
have transformed the nature of warfare. In the few short years 
since atomic bombs first were produced, not only have these weapons 

own in quantity, variety, and yield, but newer, more destructive 
1ydrogen bombs have been produced. The atomic bombs which 
gutted Hiroshima and Nagasaki in 1945 each had the explosive power 
of 20,000 tons (20 kilotons) of TNT. ‘Today they are referred to in 
nuclear weapons jargon as “‘nominal’’ bombs. Hydrogen bombs have 
TNT-equivalent explosive power measured in the millions of tons 
(megatons). 

High-yield weapons ranging up to 50 or 60 million tons have been 
mentioned. No responsible authority publicly has placed limits on 
the potential destructive power of nuclear weapons, although such 
limits undoubtedly are set by the weight-carrying capabilities of 
the vehicles which deliver them. Indeed, as Dr. Ralph Lapp sug- 
gested, the critical phase of the arms race now may be in the delivery 
systems.* 

The enormous jump in destructive power of nuclear weapons is 
shown starkly by a comparison with conventional explosives used in 
World War II. 

According to Gen. Curtis E. LeMay, head of the Strategic Air Com- 
mand, almost 1,500,000 sorties were flown against Germany. A total 
of about 2,700,000 tons of bombs were dropped. We lost 22,000 
bombers and 158,000 crewmen. The RAF effort was about equal to 
that of the United States. Against Japan 33,000 sorties were flown, 
160,000 tons of bombs were dropped, and we lost 485 B-29’s and 
3,000 crewmen.°® 

This vast output of destructive energy, which destroyed or heavily 
damaged scores of large cities, key industries and 20 to 30 percent of 
the homes, and killed or wounded many hundreds of thousands of 


ersons, can now be matched in destructive force by a single hydrogen 
fab in the low megaton range. This tremendous increase in de- 
structive power over conventional bombs, as Dr. Willard F. Libby, 
member of the Atomic Energy Commission, explained to the sub- 
committee, is due to the concentrated, sudden, and violent release of 


3 Civil Defense for National Survival, before the Subcommittee on Military Operations of the 
House Committee on Government Operations, January 31 to June 28, 1956, 84th Cong., 2d sess. (hereinafter 


cited as subcommittee hearings), pt. 1, p. 3. 

4 Subcommittee hearings, t. 3, Dp. 778. 

5 Study of Airpower, before the Subcommittee on the Air Force of the Committee on Armed 
Services, U. 8. S4th Cong., 2d sess., pt. 2, pp. 125-126. 
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a large amount of energy in a small space. The explosive energy of a 
10-megaton bomb, in TNT equivalent, would require a volume of 
TNT 600 feet wide, 600 feet high, and 600 feet long.® 

Expressed otherwise, the atomic bomb dropped in Japan multiplied 
the explosive power of a conventional bomb by 1,000. A medium- 
sized hydrogen bomb (20 megatons) multiplies the explosive power of 
the “nominal” atomic bomb by 1,000 and of the conventional bomb 
by 1 million. The “block buster’ has become a “city pulverizer” and 
even more. 

NUCLEAR EXPLOSION EFFECTS 


The four kinds of effects from nuclear weapon explosions, as de- 
scribed by Dr. Libby,’ are blast, heat, prompt radiation, and radio- 
active fallout. 

The bomb explodes with a blinding flash of light, and incandescent 
gases shoot skyward in a giant fireball. A shock-blast wave from the 
explosion rushes outward, faster than sound, and slams with great 
violence into structures, which are pulled backward seconds later by 
a violent inrush of air. 

At 3.2 miles from the explosion center (ground zero) of a 10-megaton 
bomb, reinforced concrete buildings with 10-inch walls and 6-inch 
floors would collapse; at 12 miles homes would be severely damaged ; 
at 18 miles such damage would be light to moderate. For a Hiroshima- 
type bomb, by way of comparison, the above-described damage would 
occur at 1.5 miles, 2.3 miles, and 4 miles, respectively. 

The burning effects of nuclear weapons are caused by the radiation 
power of the hot fireball, which rises like a balloon. The fireball 
reaches full size in a few seconds (or less, depending on bomb size) 
and several thousand degrees in temperature. For a 20-kiloton 
weapon, the fireball is 900 feet in diameter, for a 10-megaton weapon, 
about 3 miles. 

A 10-megaton weapon, exploded on a clear day at ground level, 
would produce third-degree burns on all exposed persons out to 11 or 
12 miles. Air bursts generate twice as much energy in the fireball, 
and in such eases third-degree burns from a 10-megaton explosion 
would appear out to 15 miles. Clouds, fog, and other atmospheric 
factors reduce the burn hazard. At many points, fires would spring 
up, and in congested city areas which contain many combustibles, 
firestorms would rage. 

Prompt radiation is due to the emission of neutrons, beta, and 
gamma rays by the exploding bomb or in the decay of fission products 
& minute or two afterward. The deadly rays shoot out in straight 
lines in all directions and have great penetrating power. The only 
protection is sufficient shielding or distance. Dr. Libby estimated 
that at 3,000 feet from a 20 kiloton (“nominal’’) bomb, prompt 
neutron and gamma radiation would kill 50 percent of the humans 
even if protected by 1 foot of concrete. ree feet of concrete 
would largely overcome their penetrating power. 

The blast, burn, and prompt radiation effects mentioned above, 
are not isolated hazards, of course, but mutually reinforcing. That 
is, a person who escapes serious thermal burns might die from a 
heavy dose of neutrons or gamma rays; a person who manages to 


$ Subcommittee hearings, pt. 1, p. 5. 
7 Subcommittee hearings, pt. 1, pp. 4 ff. 
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escape the direct blast, might be killed by flying debris or burned to 
death in a secondary fire. 

But these three main types of hazards have this in common— 
whatever the size of the bomb, the effects fall off rather sharply with 
distance. For example, a 20-megaton bomb is 1,000 times as power- 
ful as a Hiroshima-type “nominal” bomb, but the blast-damage area 
is multiplied only 10 times. The significance of such physical facts 
for civil defense planning will be considered later in this report. 


RADIOACTIVE FALLOUT 


The fourth type of nuclear explosion effect—radioactive fallout—is 
unlike the others in that the effects of time and distance are no longer 
compact and easily predictable. Fallout lingers, travels with the 
wind, and may persist for long periods of time. A nuclear bomb, 
exploded on the ground, tears a great hole in the earth and throws 
dust and debris into the sky. The dust particles become ‘‘infected,”’ 
so to speak, by the fragmented atoms in the explosion which comprise 
many different radioactive species. The radioactive materials are 
washed down by rain or ride to earth with the slowly settling dust 
and contaminate large areas. 

For weapons of the megaton range, fired near the ground, Dr. 
Libby has distinguished three types of fallout: 

(1) Local fallout due to larger particles which fall to earth in the 
first few hours or days.’ Prevailing winds spread the radioactive 
dust, often in cigar-shaped patterns. At Bikim Atoll in March 1954, 
a single explosion contaminated an area of 7,000 square miles down- 
wind by local fallout. In Operation Alert, 1955, a civil defense exer- 
cise, it was assumed that 14 megaton-range bombs, exploding at 
pty level, contaminated an area of 63,000 square miles. Dr. 

abby has used the figure of 100,000 square miles in discussing the 
hypothetical fallout from a single bomb burst.° 

(2) Fallout due to small particles which never reach the strato- 
sphere but remain in the lower layers of the atmosphere until settled 
or washed down by rain. Such particles may make several trips 
around the world before settling, but come out in several weeks in the 
same general latitude where the bomb was exploded. 

(3) Long-term fallout (half or more of the total), finely divided 

material which reaches the stratosphere and remains there for years, 
slowly leaking to earth at an average rate of possibly 10 percent per 
rear. 
, Radioactive materials “live” for shorter or longer periods, ranging 
from fractions of a second to decades. A hens rule for decay of 
radioactivity is a tenfold loss with every sevenfold increase in age. 
That is, 7 hours after an explosion, fallout radioactivity would be 
one-tenth of its intensity at 1 hour. In 2 days, the intensity would 
decrease to one one-hundredth, in 2 weeks to one one-thousandth. The 
pi cena of prompt protective measures following an explosion is 
obvious. 


§ The Atomic Energy Commission and the Weather Bureau appear to differ somewhat as to whether loca! 
fallout reaches the stratosphere before descending. See subcommittee hearings, pt. 3, pp. 620-621. 
* Subcommittee hearings, pt. 1, pp. 60, 64. 
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DAMAGE EFFECTS OF RADIATION 


In addition to the hundreds of thousands or millions of persons who, 
if unprotected, would be killed or injured in a nuclear attack by 
burns, lacerations, and contusions, other unprotected millions would 
be killed or injured by fallout radiation. 

Penetrating gama rays contaminate the environment, food, water, 
clothing and the skin and strike the inner organs of the body. In 
high doses they injure blood-forming cells and bone marrow, the lining 
of the intestinal tract and the brain. Softer, less penetrating beta 
rays can severely injure the skin. 

adiation doses are measured in units called roentgens. Exposure 
to 400 roentgens kills, on the average, half the persons affected. 
Double that dosage probably would kill most persons, 

Short and long term radiation effects are involved. The immediate 
effects vary with the exposure. Less than 100 roentgens probably 
would cause only occasional nausea in the first 24 hours. Exposures 
from 300 to 500 would produce nausea and weakness in the first 24 
hours, a latent period 7 to 12 days, and then full-blown radiation 
sickness. Higher dosages are followed in a few hours or days by vomit- 
ing. diarrhea, fever, fatal collapse, and death shortly thereafter. 

here is no specific cure for radiation sickness. In the midlethal 
range, 300 to 500 roentgens, after a few weeks blood cells stop forming, 
hair falls out, temporary sterility occurs. Prostration, hemorrhages, 
ulcerations, multiple abscesses, bloody diarrhea‘and general sepsis 
are other symptoms. Most of these effects will disappear and chances 
of recovery are good if the victim can survive the 3- to 4-week period 
when body defenses are down. 

Long-term effects are cataracts, leukemia, increased degenerative 
diseases, shortened life span, and genetic change. Any amount of 
radiation will cause mutations in the echaa. Wake mutations are 
occurring constantly due to radioactivity in the normal environment 
and to dosages from such sources as fluoroscopes and X-rays," the 
intense radioactivity resulting from nuclear explosions could do untold 
damage to the genetic constitutions of many survivors and visit the 
curse of war on their succeeding offspring for all generations to come. 

Dr. Shields Warren pointed to the postattack Jen of providin 
food for growing children which would be free of radioactive materia 
that causes bone cancer. He referred to strontium-90, a calciumlike 
substance which persists for decades aiter nuclear explosions, and can 
be absorbed by humans directly or through ingesting plant food and 
milk in areas of radioactivity.” 


CASUALTY POTENTIALS 


While a lone aerial bomber, today, at the touch of a button, can 
unleash more destructive force than did all the allied bombers in 
World War IT, casualty rates depend, of course, on the density of the 


= population. 
ject East River, a Government-sponsored study of civil defense 
in 1952 (before the hydrogen bomb was produced), estimated that a 


” Based on testimony of Dr. Charles L. Dunham, Director, Division of Biology and Medicine, Atomic 
Energy Commission, and of Dr. Eugene P. Cronkite, head, Division of Experimental Pathology, Medical 
t, Brookhaven National Laboratory, subcommittee hearings, pt. 3, Pp. 899 ff. 
1! See testimony of Dr. Bentley gg ggg nape ong anes, 7pR 2710 
i ‘ppm maa chanel See also testimony A 
pp. . 
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rise attack over et areas in the United States with 100 “nom- 
inal’ bombs could result in 6 to 12 million casualties, with one-third 
dead, one-third needing hospitalization, and one-third needing some 
medical care." 

Projecting the area of complete destruction and severe damage 
(3.1 square miles) from a Hiroshima-type bomb, project East River 
estimated that 1,000 such “nominal”? bombs could destroy or heavily 
damage a 55-mile square, equal to the combined areas of the central 
cities in the 32 largest metropolitan areas. Thirty-three million 
people live in these 32 cities. 

Project East River also observed: 


Forty-five percent of the Nation’s industrial workers and 
kgm are within range of missiles which can cron A 952] 

e successfully launched from submarines. Over half the 
Nation’s foreign and coastwise commerce is carried on in six 
ports, all of which are highly vulnerable to the effects of 
atomic bombing either by air or water blast. One-quarter 
of this commerce is concentrated in the port of New York." 


Operation Alert 1955 assumed that 60 cities in the United States, 
Hawaii, Puerto Rico, the Canal Zone, and Alaska. were struck by 61 
bombs, ery Bg size from 20 kilotons to 5 megatons of TNT equiva- 
lent, delivered by air or by guided missiles launched from submarines. 
Eleven of the “struck” cities had no advance warning. 

The Federal Civil Defense Administration estimated the casualties 
thus: 8% million persons dead at end of first day; another 8 million 
dead within 6 weeks following the attack. About 3.9 million of the 
total deaths were attributed to radioactive fallout. About 12 million 
persons injured in the attack survived the first day, and about one- 
third of these ultimately recovered.” 


RADIOACTIVE FALLOUT DANGER 


The deadly effects of radioactive fallout, although recognized for 
some years, are not fully appreciated by the American public. This 
is due partly to the limited scientific test data available, partly to the 

laying down of the danger by the Atomic Energy Commission. 
, — local plans for evacuation of cities do not take account of 
allout. 

The Hiroshima and Nagasaki bombs were exploded about 2,000 
feet in the air and the resultant radioactivity was largely dissipated 
in the atmosphere. Ground bursts of higher-yield weapons, which 
later brought fuller awareness of the sinister at of fallout, have 
enlarged vastly the potential casualty area and added new dimensions 
to civil-defense o——. 

In 1948 the Hopley Po coh believed it unlikely that atomic bombs 
would be exploded on the ground and thus create a major fallout 
pane for civil defense. Today the Naval Radiological Defense 

boratory is convinced, on the basis of its studies, that radioactive 
fallout must be considered the major antipersonnel weapon.” 

sa ey eh a et ht Dee ae are 


8 Federal Civil Defense Adm Report, pp. 32-33, 
1¢ Subcommittee hearings, pt. 6, p. 2434. 
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The worldwide extent of potential fallout devastation resulting 
from nuclear attack was drawn to public attention recently by Lt. 
Gen. James M. Gavin, Chief of Research and Development, Office 
of the Chief of Staff, United States Army. He stated that an assault 
in force made by the United States against Russia could cause ‘on 
the order of several hundred million deaths.” He expected that 
winds blowing to the southeast would confine the fallout mostly to 
the U. S. S. R. but possibly taking in Japan and the Philippines. 
Lido blowing the other way would back the fallout into Western 
urope. 

The radiological fallout. hazard first came to world attention in 
March 1954 when some Japanese fishermen were caught at sea in a 
fine rain of radioactive ash from a test explosion at the Bikini Atoll 
some 80 or 90 miles distant. Official announcement of the fallout 
hazard was not made by the Atomic Energy Commission until 
February 1955. 

The information released on that date by the AEC might easily 
convey to the lay reader a misleading impression of the extent and 
duration of the radioactivity hazard. While explaining that fallout 
is due to surface nuclear explosions which draw up large amounts of 
materials into tne bomb cloud, the first paragraph of the statement 
also observes that the ‘main radioactivity” is dissipated within a 
few hours and concludes with a sentence that air explosions do not 
produce any serious radiological hazard. 

The AEC release referred to radioactivity within the first 36-hour 
period. The persistent or lingering radioactivity received practically 
no attention. Dr. Libby acknowledged that there was no reason to 
confine the discussion in that manner and stated it ‘‘was an inadvertent 
omission.”’ ” 

The subcommittee sees no excuse for inadvertencies or casual 
treatment of atomic energy when life and death matters such as this 
are involved. The AEC displays a kind of easy optimism about 
nuclear explosion effects. ‘The AEC spokesmen dwell upon the effects 
of “nominal”? bombs rather than on those of the high-yield megaton 
weapons. Data presented to the subcommittee on the intensity of 
local radiation hazards are diluted by resort to global averages and 
other minimizing assumptions. The genetic effects of radioactivity 
are passed by with the comment that “there is a wide range of 
admissible opinion onjjthisJsubject.” “J¥Important information on 
atomic energy often is released in driblets, through speeches of AEC 
Commissioners, and couched in highly technical and hypothetical 
terms rather than in authoritative, concise, plain-spoken facts. 

While the AEC insists that its information is available for civil- 
defense purposes, the subcommittee notes that publications dating 
back 7 or 8 years on biological and medical effects of radiation only 
now are being released. 

The subcommittee sees no reason for withholding from the American 
peoree the full facts about the deadly effects of atomic and hydrogen 

mbs, 

17 Subcommittee 


t. 1, p. 56. 
#% The Effects of High-¥1 d Nuclear Explosions, Statement by Lewis L. Strauss, Chairman, and a 
Report by the United States Atomic Energy Commission, February 1955, p. 18. 
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THE ENEMY THREAT 


What is Soviet Russia’s capability to launch a nuclear attack on 
the United States and to inflict death and destruction of the kind 
described above? 

The subcommittee had classified briefings on this matter. The 
following two sections rely on statements before the subcommittee 
and on the sworn testimony before the Senate Armed Services Sub- 
committee on the Air Force with classified material deleted. 

* Gen. Earle E. Partridge, head of the Continental Air Defense Com- 
mand, testified before the latter subcommittee: 


In evaluating the Soviet threat, we feel that the Soviets, 
if they attack at all, would launch a very large scale air 


attack against this country, and that they will do their best 
to achieve surprise.’® 


National intelligence estimates of Soviet capabilities, according to 
General Partridge, ‘‘state that in 1956, this year, the Russians have 
sufficient bombers to launch an initial attack against the United 
States, employing hundreds of bombers.” By 1959 the Russian 
bomber force will be large enough to launch a stronger attack and to 
penetrate our defenses. Pointing to the fact that there are 170 
metropolitan areas (230 cities) in the United States containing key 


facilities or population of 50,000 or more, General Partridge concluded 
as follows: 


I believe we must assume, then, from the data which I have 
given you and which General LeMay and others have given 
you that the Soviets have the capability for air attack on 
the United States using large numbers of modern bombers, 
and that they have sufficient numbers of weapons to destroy 


the key targets in this country unless those are well de- 
fended.” 


The submarine threat also was noted by General Partridge. He 
believed that aircraft would be favored by the Soviets for an initial 
surprise attack, and “that it would be very difficult for the Soviets 
to put large numbers of submarines along our coasts undetected”; 
the real submarine threat would lie in followup attacks, since ‘‘some 
30 percent of the profitable targets in the United States lie within 
150 miles of the shores.” *' 

Adm. Arleigh A. Burke, Chief of Naval Operations, stated to our 
subcommittee that Russia now has 400 submarines and is building 
new ones at the rate of 75 to 85 per year. It is not certain, but 
reasonable to expect, that these include guided-missile submarines. 
Admiral Burke 4: discounted the sant, oma of a surprise attack 
by large numbers of submarines, but stated that submarines could 
approach our coastal cities undetected.” Vice Adm. Francis S. Low, 
commander of the Western Sea Frontier, expressed a similar view.” 

1 Senate Armed Services Subcommittee on the Air Force, hearings, pt. 3, p. 238. 
% Senate Armed Services Subcommittee on the Air Force, hearings, pt. 3, p. 240. 
31 Senate Armed Services Subcommittee on the Air Force, hearings, pt. 3, p. 239. 


2 Subcommittee hearings, pt. . 421, 
% Subcommittee hearings, 4 A * 2313. 
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AMERICA’S VULNERABILITY TO ATTACK 


How well prepared is the United States in a military way to prevent 
or ward off enemy attack? 

Gen. Nathan F’. Twining, Chief of Staff for the Air Force, testified 
before our subcommittee that with the present stockpile of weapons 
and delivery capabilities, the United States was safe from attack 
unless Soviet Russia made a mistake in judgment.* The subcom- 
mittee believes that we cannot rely on the good judgment of the 
Soviets any more than we can rely on their professed peaceful inten; 
tions. 

Dr. Albert G. Hill of the Massachusetts Institute of Technology, 
recently appointed scientific director of the Weapons Systems Evalua- 
tion Group of the Joint Chiefs of Staff, observed that wars never start 
for logical and good reasons but for a complex of reasons, many of 
which are emotional. He added: 


One can never count on a potential enemy being completely 
logical and deciding he won’t attack us because he himself will 
be destroyed.* 


In war, the aggressor always has an misbbra gp but in nuclear war 
the advantage of offense is overwhelming and decisive if the attacked 
nation is not. well prepared to receive a massive assault. Before 
Soviet Russia had nuclear weapons and means to deliver them, as 
Dr. Hill pointed out, military and civil defense at home were not 
vital; offensive power was enough. Now offense and defense, includ- 
ing civil defense, are ‘‘part and parcel of the same thing.” * 

General LeMay stated to the Senate Armed Services Subcommittee 
his judgment that the United States presently can win any war that 
the Soviets might start, but he added: 


We are not capable of winning it without this country 
receiving very serious damage. Five years ago we could 
have won the war without the country receiving com- 
paratively serious damage.” 


General Partridge also said: 


* * * we must be prepared to accept major damage, 
severe damage if the enemy does attack. 


General Twining and other military witnesses before our subcom- 
mittee, while recognizing the importance and deterrent value of air 
defenses to intercept or shoot down attacking aircraft, made it clear 
that enemy breakthroughs always could be expected.” 

In the allied bombing raids over Germany during World War II, 
less than 2 percent of the bombers were shot down. The attrition 
rate for B-29’s in the Korean war was about 1 percent. General 
Partridge maintained that the air-defense system now being estab- 
lished ‘‘will be far more effective, infinitely more effective than any- 
thing built in World War II.”*® However, no military officer 
hearings, pt. 2, p. 389, 


hearings, pt. 1, p. 68. 
hearings, pt. 1, p. 69. 
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ublicly has ventured a prediction of defense capabilities to prevent 
reakt ughs. A range of 0 to 30 percent attrition has been 
mentioned.* 
General LeMay noted “that defense systems are becoming more 
and more sophisticated,”’ but that this is also true for offensive systems. 
He summed up his position thus: 


So we believe that in the future the situation will remain 
the same as it has in the past, and that is a bomber force 


well equipped, determined, well trained, will penetrate any 
defense system that can be devised. 


The United States is expending many billions of dollars to improve 
its aircraft warning and continental dolmens against enemy attack. 
These include land-based radar stations in the United States, Canada, 
Alaska, and elsewhere, airborne early warning aircraft, and picket 
ships for ocean patrol, Texas towers in shallow coastal waters, and a 
es communications network and control system known as 
SAGE (semiautomatic ground environment). Improved intercepting 
planes, antiaircraft missiles, and other weapons systems are being 
developed. 

General Partridge emphasized, however, that the Nation’s conti- 
nental defense resources are deficient in early warning time, radar 
coverage, altitude performance of present fighter planes, fire-control 
systems, skilled personnel, and bases.** Many of the projected pro- 
grams will not be achieved for some years to come. 

Since much attention has been directed to the distant early warnin 
(DEW) radar line across the northern part of the continent, it is well 
to note General LeMay’s observation that the DEW line, even when 
completed, would not prevent a breakthrough of Soviet bombers. 
Furthermore, he noted, the DEW line would play no part in warning 
against submarine missiles. 

By the time the DEW line is completed, some years hence, Russian 
bombers like the turboprop Bear, with range extended by refueling in 
air, ‘will be able to take off from Russian territory and go clear around 
the warning line and come in from the southeast and hit the coast with 
very little warning, with just what the coastwise radars can see.”’ 
And when the intercontinental ballistics missile (ICBM) comes into 
general use, General LeMay observed, the DEW line will afford no 
protection.* 

CIVIL DEFENSE CONCEPTS 


Where does civil defense fit into this picture? 

As already indicated by reference to Dr. Hill’s testimony, in the age 
of nuclear warfare offense and defense necessarily become a unified or 
continuous concept. Since America will never strike first, our offen- 
sive power is retaliatory power. Our defensive power strives not 
only to maintain the ogee 4 to retaliate (protection of Strategic Air 
Command bases and other key facilities) but to intercept and destroy 
attacking aircraft or submarines. And since a large but indeterminate 
number of enemy aircraft will be able to penetrate even the best de- 
fenses, the civilian population also must be prepared to take the aggres- 
sor’s blows. Civil defense comes into play. 
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Nuclear warfare thus imposes new, grim, complicated, and costly 
tasks upon all the people of the United States. Airplane and sub- 
marine raids on the continental United States were not impossible 
during World War II, but ocean barriers, limited bomber or submarine 
range, and conventional explosives dictated that at best such raids 
would be isolated or circumscribed in their impact. The tin hat and 
the sand bucket of World War II air raid wardens must now be re- 
placed by strange, new techniques for sheltering and shielding against 
enormous blast and heat and death-dealing rays that spread over the 
land with the blowing winds. 

More than that, the civilian population must learn how to recover 
from the terrific impact of a nuclear assault, not only to tend the 
sick and wounded and keep life going, but to maintain essential pro- 
duction, and work toward full restoration of the economy. 

It is obvious from this discussion that civil defense can have a 
wider or narrower meaning, depending on the concept of its role. 

In the more common and limited concept, civil defense is regarded 
as concerned mainly with rescue operations and welfare services to 
sticken populations—a ‘‘pick-up-the-pieces”’ approach. 

Sometimes the term ‘‘civilian” instead of ‘civil’ defense is used to 
emphasize the fact that these tasks are more appropriate to civilian 
than to military organizations. 

In the broadest sense of the term, civil defense is conceived as deal- 
ing with the whole complex of nonmilitary activities necessary to pre- 
pare or “mobilize’’ the economy against possible war, to survive and 
emerge from the ashes of attack, to maintain the continuity of gov- 
ernment and essential production, to proceed toward partial recovery 
and then toward full resumption of peacetime pursuits. The term 
“‘nonmilitary defense’’ often is used to convey the broad sweep of 
civilian activities which must be joined with the military for pre- 
paredness, defense, and recovery. 

The military services commonly employ the term ‘“‘passive defense’’ 
to denote measures other than outright military action which are 
necessary to protect military installations or activities. That term 
also is used occasionally as a synonym for “civil’’ or “nonmilitary”’ 
defense. Besides the powize defense of their own facilities, the 
military have certain obligations to render emergency or ‘“‘support”’ 
assistance to civil defense agencies, a matter which is analyzed later 
in this report. 

The subcommittee retains the term ‘‘civil defense’ because of its 
familiar usage, and views the concept in a broad sense, without dwell- 
ing on fine distinctions. 

itnesses before the subcommittee, whatever their particular 
concept of civil defense, stressed the three basic components of national 
defense in the nuclear age: A strong offense, an active defense, and 
effective civil defense. Most of them agreed that civil defense has 

t deterrent value; that is, the enemy will be less inclined to attack 
if he sees effective steps taken here to make targets less profitable and 
to protect the civilian population. Usually, like Dr. James R. Killian, 
Jr., they ranked civil defense third in deterrent value, after offensive 
and defensive milita wer. Drs. Merle A. Tuve and Lloyd V. 
Berkner, Gen. Otto Nelson, and others expressed the thought that 
civil defense might well be the final or critical deterring factor against 


38 Subcommittee hearings, pt. 1, p. 215. 
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war as military capabilities of the opposing nations are brought 
nearer into balance. 

Dr. Paul C. Tompkins, scientific director of the Naval Radiological 
Defense Laboratory, rated military offense and defense and passive 
(civil) defense as three “in , equal components of our overall 
military situation.’””’ The fundamental flaw in the prevailing national 
concept of civil defense, he said, is the failure to provide for “the vital 
strategic role it must play in our national security posture.” This 
role he set forth as “close integration and essentially an active cooper- 
ation in war.” * 

The testimony of these objective and informed witnesses leads to 
this compelling conclusion: Civil defense must be considered in a 
strategic sense. As a national effort it is neither hopeless nor useless. 
On the contrary, civil defense is an integral part of the Nation’s 
ability to deter war, to ward off attack if war comes, to survive actual 
assent, and to restore its way of life. As a strategic component of 
national defense, civil defense must be accorded a share of the national 
budget commensurate with its deterrent and protective value and 
must command the resources necessary to discharge its tasks. 


CIVIL DEFENSE VALUE AND COSTS 


Technologically it is feasible to protect the major portion of the 

ne ghyoet ar and the vital industries of America, but the question yet to 
decided is whether the Congress and the executive department are 

willing to put forth the funds and the effort required to achieve that 
protection. 

In the face of the grim, ugly facts of nuclear warfare we deal with 
probabilities. Not allcan besaved. Not everyone can be guaranteed 
protection. Nevertheless, casualties resulting from an all-out neclear 
assault can be reduced by many millions. 

Dr. Tuve, who is director of the Carnegie Institute research labora- 
tory and chairman of the committee on civil defense, National Acad- 
emy of Sciences and National Research Council, stated to the sub- 
committee that 80 percent of the casualties and deaths could be 
avoided with reasonable preparation. In his considered view “a 
civilian defense effort costing several billion dollars and spread out 
over a few years may mean a difference of 60 million casualties or 
more in the event of all-out war.” * 

General Nelson, with the experience of the extensive Project East 
River studies behind him, stated that ‘‘a practical and workable non- 
military defense program can be achieved and at a cost that is not 
prohibitive.” ® 

Lt. Gen. Samuel D. Sturgis, Jr., Chief of Engineers, United States 
Army, said available studies and experience with shelter and protective 
construction in military installations “indicate clearly that a civil- 
defense program which 1s effective against the power of modern weapons 
will be extremely costly.” Without committing himself to a cost 
estimate, he urged that “definite goals and criteria should be estab- 
lished and programs initiated to insure their accomplishment.”’ ® 

% Subcommittee hearings, pt. 1, p. 193; pt. 3, p, 671. 
w Subcommittee heerines, pt. 1; p. 108. 
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In place of definite goals and criteria and a national program of 
civil defense, today we have an aimless and ineffectual striving by the 
Federal Government and various splinter efforts by States and locali- 
ties. 

The Nation spends yearly for direct military purposes $35 billion 
to $40 billion. The Federal Civil Defense Administration gets a 
yearly appropriation of $60 million to $80 million, something like 
one five-hundredth the size of the military budget. 

In the 6 years of its life, FCDA has received, altogether, little more 
than $300 million. Half of this amount is allocated for emergency 
supplies and equipment, mostly medical. 

Civil defense expenditures by State and local governments, accord- 
ing to Census Bureau estimates, totaled less than $34 million in fiscal 
year 1955. 

The subcommittee realizes, of course, that some Government funds 
not directly expended for civil defense, have utility and application 
in that field. Nevertheless, it is apparent that the degree of effort in 
civil defense, as measured by the expenditure of public dollars, is a 
minor one. 

In saying this, the subcommittee does not mean that the faults of 
civil defense lie alone in a lack of dollars. There is no national pro- 
gram against which to match yearly budget plans and measure prog- 
ress. The Congress has refused to commit vast sums of money for 
civil defense in the absence of such a program. 

Administrator Peterson complained to the subcommittee that the 
$300 million or more appropriated for FCDA for fiscal years 1951 
through 1957 represented only 17.5 percent of the amounts requested. 
The congressional response has not been generous. In view of the 
disparate and diffused civil defense planning activities sponsored by 
FCDA, there is reason to believe that some of the meager funds 
available are being wasted. 

Considered as a vital strategic component of the national defense, 
an effective program of civil defense is not cheap, any more than 
planes and ships and weapons systems are cheap. 

But civil defense could pay more direct dividends in better living. 
Unlike military armament, as Dr. Warren pointed out, roads, over- 
passes, recreation areas and other measures having civil defense 
utility, foster and strengthen the economy rather than drain away its 
resources. Specially constructed shelters could be centers for com- 
munity peacetime activities. Stocks of foodstuffs and of medical 
supplies, carefully maintained and rotated, are valuable assets. 

The largest single cost component of a national civil-defense pro- 
gram involves group shelter construction. It has been estimated that 
a public investment of $2 billion to $3 billion a year, phased over a 
6-year period, will accomplish the primary tasks of civil defense in 
the United States. The major financing should and must be a respon- 
sibility of the Federal Government. 

Investments of this order are well within the Nation’s economic 
capacity. These would be investments in national security which are 
indeed modest compared to military expenditures. 

The subcommittee suggests that the required civil-defense outlays, 
even if added to the military budget, probably would return more secur- 
ity dividends, dollar for dollar, than they would as military outlays. 
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PLANNING REQUIREMENTS OF CIVIL DEFENSE 


The subcommittee believes that more hard thinking and more doing, 
and less shallow oratory are needed in civil defense. Perhaps there 
has been too much concern over who should do the job (anifitery or 
civilian, Federal or local), and not enough concern as to how the job 
needs to be done. 

It is not the subcommittee’s function to lay down a blueprint for 
civil defense. Nevertheless it is necessary to draw attention to the 
fact that the Federal Civil Defense Administration has not yet begun 
to grasp fully the technical, administrative, or economic requirements 
of an effective civil-defense program. 

The technical planning requirements were outlined to the subcom- 
mittee in a penetrating and incisive analysis ad 6 Soemarwr en of the 
Naval Radiological Defense Laboratory. The observations in this 
section are based on that analysis, except that the subcommittee makes 
its own interpretations and conclusions. 

First of all, an effective civil defense must be an integrated system. 
This never can be achieved by individual and unrelated local efforts, 
since these may conflict or cancel out, each other, or may result in 
gaps or “weak links” which seriously weaken the program. ‘The 
importance of approaching the needs of passive defense as an inte- 
grated system rather than an lomeration of individual measures 
cannot be overemphasized”’, said Capt. R. A. Hinners, commanding 
officer and director of the Naval Laboratory. 

To illustrate simply the weak-link concept, Walmer E. Strope, di- 
rector of the weapons evaluation group at the Laboratory, cited the 
hypothetical case of a drydock constructed to withstand 50 pounds 

r square inch (p. s. i.) of blast pressure from a nuclear weapon. 
Nearby was a powerplant essential to the operation of the drydock. 
If the blast-resistance capacity of the powerplant were only 5 p. s. i., 
obviously it would be useless to have greater protection in the drydock 
when the powerplant would be destroyed. Potentially this is a case 
of ‘pouring money down the rathole.”’ 

e weak-link analysis, Mr. Strope pointed out, can be applied not 
only to the plant or installation, but to the whole target area, and 
ultimately to the whole Nation. Thus it might be wasteful to accu- 
mulate a huge store of medical supplies if there were not enough doc- 
tors, nurses, and other trained medical personnel to use them in 
treating the injured. The weakest links, the ones that will fail first, 
are the ones that should be worked on first. The optimum civil- 
defense system, combining protective construction, shelters, food- 
stuffs, emergency supplies and equipment, depends on a careful 
analysis of all the relevant factors in a particular target area. 

In principle the requirements do not differ as between civilian and 
military targets. Protection of the shipyard work force and facilities 
in, say, Long Beach, Calif., and protection of the resident population 
are ach of the same problem. y 

Planning for effective civil defense will be faulty (and aaey 
fatal) if unrealistic or restrictive planning assumptions are not avoided. 
To depend on so many hours of advance warning, or to speculate 
about the enemy’s decision to deliver so many bombs to such and such 
targets, makes the plan useless if the assumed conditions do not 
prevail. The proper planning objective is to take in all possible 
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assumptions—to plan for the worst, so to speak, with a sharp look 
ahead toward the weapons and delivery systems of tomorrow and the 
years to come. The Naval Radiological Defense Laboratory calls 
this a “target-oriented” approach as contrasted with a restrictive 
““weapon-oriented” approach. 

Mr. Strope listed 7 types of restrictive assumptions in the “weapon- 
oriented”? approach which commonly vitiate most civil defense plans. 
These are: 

(1) Yield of the weapon (whether so many kilotons or megatons). 

(2) Type of attack (whether air, ground, or water burst). 

(3) Number of weapons delivered. 

(4) The point of attack. 

(5) The time of attack. 

(6) The warning of attack. 

(7) The existence of central control. 

A “target-oriented” system will not be tied down by any specific 
assumptions concerning the above. The optimum combination of 
protective measures in the system is atonal to exploit to the fullest 
the damage control possibilities. 

In this concept, civil defense is not a technique for bare survival 
or for performing emergency welfare services. Civil defense is con- 
ceived as an active, integrated system of countermeasures, time-phased 
to proceed from immediate survival to recouping from the blow. 
This is civil defense in the strategic sense in which we have considered 
it in this report. 

A study submitted by the Naval Laboratory “ distinguishes three 
time phases. The emergency phase begins upon warning of attack 
and may last for iors aan to a week, depending on the importance 
of the target; the operational recovery phase may last for months or 
years, perhaps for the duration of hostilities; the final recovery phase 
follows and may be indefinitely prolonged. 

In the emergency phase the object is to save people and, in a 
larger framework, facilities. In other words, life and property 
losses are to be kept to aminimum. The operational recovery phase 
seeks to regain the military usefulness of the target as soon as possible. 
The final recovery phase seeks to regain, to the extent possible, normal 
operations. 

Starting in the emergency phase, survival and recovery operations 
revolve about one central or key measure; shelter. This is not an 
arbitrary or emotional choice, but one dictated by hard physical 
facts—the effects of high-yield nuclear weapons. 

Shelter is the central measure because no other single measure can 
reap as much protection against all weapon effects or depends so 

ittle on specified warning time. Shelters are not an exclusive measure, 
but without shelters all other measures such as evacuation or industrial 
dispersion can have but limited, if any, effect. These others are 
supplementary or—to use the Naval Laboratory term—*peripheral”’ 
measures. 

Evacuation and dispersal as peripheral measures, do not possess 
this specific instrumental value: they can do nothing to shrink the 
damage impact of the weapon; they are measures for getting out of 


4 Defense M: Countermeasure § Fe ° 
iMgutuunnemane. ystem, February 15, 1956, printed in subcom 
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the way. Shelters by contrast serve to “make the weapon look 
smaller,” that is, to reduce the area of casualty production. 

Very good shelters can protect occupants even at ground zero for 
air bursts, and up to within 2 to 4 crater radii for surface bursts. 
For a 10-megaton weapon, this means protection within 1 to 2 miles 
of ground zero. 

dapting data from Dr. Libby’s testimony, Mr. Strope explained 
that a 10-megaton weapon might produce a damage radius of 15 
miles or an area of some 700 square miles, and also contaminate some 
7,000 square miles by fallout. Shelters properly constructed could 
reduce the radius of blast and heat damage to an order of 1 to 2 miles 
or the area to 3 to 12 square miles. In percentage terms, the area of 
immediate effects would be reduced to 1 percent and the larger area 
of fallout to one-tenth of 1 percent of the original casualty areas. 
This constitutes a drastic reduction of the blast, burn, and radiation 
effects of high-yield weapons. Shelter squeezes a 20-megaton down 
to 20-kiloton size. 

A large bomb exploded at surface level would, of course, annihilate 
even sheltered people and facilities within an immediate impact area of 
1 to 2 miles (depending on bomb size), and the more closely packed the 
population, the greater the casualties. The value of locating shelters 
within target areas is heightened considerably, however, because 
exact enemy hits on the target cannot be assumed. The recent 
incident of an Air Force bomber missing a nuclear target by several 
miles at the Pacific proving grounds under ideal test conditions, is a 
case in point. For intercontinental ballistic missiles, held forth as 
a newer and greater threat, nuclear projectiles traversing thousands 


of miles at 20 times the speed of sound and gsr cele 2 mm 500 or 


so miles in the sky, precise target hits would be very unlikely. 

If the “‘circle of probable error,” that is, the aiming error in any di- 
rection, is, say, 5 miles, the chances of hitting the target are about 4 
in 100. In other words, as Mr. Strope explained, 96 percent of the 
time shelter would save lives in the target area toward which a given 
missile would be directed. 

Implicit in this concept of shelter as the key measure in civil defense 
is the attribute of self-sufficiency. The sheltered population must 
have at hand the resources of continuing purposeful activity without 
waiting for directions or communications from some outside source. 
Shelter is not only a refuge from immediate explosion effects, but a 
base of operations or a staging area for the next phase in recovery 
action. 

This requires planning “from the inside out” rather than “from the 
outside in,” directly reversing conventional civil defense which 
organizes aid crews to converge on a stricken area from the periphery. 
In the era of megaton bombs, with their extended range of impact 
and the means of contaminating large areas, shelters may be the only 
“clean” areas for some time after an attack. 

It follows that shelters built for bare survival for limited periods 
may be cheaper initially, but ultimately more costly, than those 
equipped and stocked for a longer stay, or for the preparation of 
recovery activities. 
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SHBELTER-EVACUATION POLICIES 


Within this framework of analysis it becomes readily apparent how 
weak and ineffective, and indeed dangerously shortsighted, is the 
FCDA’s reliance on evacuation as a technique for minimizing casual- 
ties in the event of nuclear attack. The whole FCDA evacuation 
approach to civil defense depends on one of the restrictive “weapon- 
oriented” assumptions; namely that there will be adequate warning 
time. 

Evacuation as a peripheral measure has a proper role. But evacu- 
ation without sufficient advance warning is impossible, and the fleeing 
population is subject to fallout radiation unless it too can have shelter. 

he danger and the fallacy of relying exclusively on a single tech- 
nique of civil defense were emphasized in the 1955 report of the Project 
East River review committee. That report, upon a review of the 
advances in weapons technology since the original 1952 Project East 
River studies, decided that evacuation from large metropolitan 
complexes, particularly in view of the fallout hazard, had become 

‘gely an unmanageable problem. The value of properly-constructed 
shelters in protecting against blast, heat, and radiation effects was 
recognized, 

Dr. Killian likewise emphasized to the subcommittee the limitation 
of a single-approach evacuation theory. “To say that evacuation is 
the solution or is not the solution is very dangerous in any given 
situation.” ” 

The strenuous efforts and sizable expenditures by FCDA to show 
that evacuation is possible are somewhat beside the point, Willard 
Bascom indicated, since the question is not whether evacuation is 
possible but whether it is appropriate. In his view, the advocacy 
of evacuation as a civil defense measure without clearly stating its 
limiting assumptions and conditions is ‘‘meaningless.” “ 

Whatever its limitations as a survival technique, evacuation does 
have this budgetary advantage; it requires no large Federal outlays 

(providing one lets the evacuees find their own shelter along the exit 
routes in case of fallout and their own ways and means of living in 
reception areas, and also lets the local highway officials worry about 
the cost of road improvements). 

Administrator Peterson put it this way in explaining the purpose 
of current FOD A atenateed evacuation studies: 


The attempt in these studies, Mr Chairman, in eve 
instance has been to find out whether evacuation would work 
in any given city, If evacuation would work, we would 
prefer to evacuate these cities rather than to undertake a 
very costly shelter building program.“ 


The Naval Radiological Defense Laboratory study, mentioned 
earlier, asserts that— 


a great deal of confusion has resulted from the attempts by 
some people to propose tactical evacuation as the central 
countermeasure—as a cheap substitute for atomic shelter. 


hearings, 
“ Subcommittee pt. 4, pp. 1346-1347. 
43 Radiological Defense as a Countermeasure System, subcommittee hearings pt. 6, p. 2384 
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Besides evacuation, FCDA has found another way to avoid an 
re apt shelter program: Let each individual build his own (pro- 
viding he can afford it and has a basement or backyard). Admunis- 
trator Peterson and other FCDA officials have attributed this ‘‘indi- 
vidual” shelter approach to the refusal of Congress to appropriate 
the large sums necessary for group shelter construction.“ It turns 
out, however, that for the whole term of his office, Administrator 
Peterson has not proposed a group shelter construction program. 

To understand these developments in perspective, it will be neces- 
sary to review early shelter policy, the shift to evacuation, and the 
circumstances indicating that shelter is coming back into FCDA 
consideration. A more detailed summary is presented as an annex 
to this report. (See pp. 82-93.) 

The problem usually has been viewed by FCDA as one of alterna- 
tives rather than of building an iheweated civil defense system. All 
civil defense planning such as it is, in the United States has varied 
between the two oversimplified polar concepts of shelter and evacua- 
tion, the emphasis at any particular time depending on the degree of 
understanding of weapons effects and of the means and costs of coun- 
tering them. This shifting emphasis is reflected in slogans used from 
time to time by FCDA officials in exhorting the populace to do what 
the wearers | concept dictates. 

Thus it was common to use the expression ‘duck and cover” in 
the days when nuclear bombs were smaller, radioactive fallout rela- 
tively unknown, and other civil defense measures seemingly imprac- 
ticable. Interestingly enough, Duck and Cover, a popular pamphlet 
first prepared by the National Security Resources Board in 1950 and 
inheri by F CDA, sold millions of copies through the Govern- 
ment Printing Office. It was not withdrawn from publication by 
FCDA ‘until Pebrosry 1956, years after the information was outdated 
and misleading. 

In 1951 and 1952, the FCDA under Administrator Millard Caldwell 
tried to obtain congressional appropriations of $250 million to initiate 
a program of matching grants to the States for shelter construction, 
as contemplated in the Federal Civil Defense Act. The projected 
Federal share of the costs for the shelter program, at the time the 
1950 ig meh was being considered in the Congress, was $1,125 
million for a 3-year period. Later FCDA estimates put the Federal 
share at $865 million. 

At the outset, large underground shelters were considered, but 
Administrator Caldwell quickly decided upon a policy of using or 
“shoring up” existing structures, leaving new shelter construction to 
a later phase. Unconvinced that the FCDA requests were justified, 
the Congress refused to vote any funds for shelter purposes. 

Upon taking office early in 1953, Administrator Peterson expressed 
full ment with the congressional action. Asserting that he saw 
no other alternative to the enormous destructive impact of hydrogen 
bombs, Administrator Peterson shifted to a a4 of evacuation, or 
as one witness expressed it, “run like hell.” is policy was pre- 
sented by the darnbaiatentor in speeches and FCDA literature as 
“evacuate or die’ * or “die, dig or get out.” * 


Subcommittee hearings, 1210, 1263, 1267; 
# Annex A, p. 89. : 
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In this phase of FCDA civil defense policy, shelter plays an inci- 
dental role, either as the optional choice of individuals in remodeling 
their bathroom or basement or digging in their backyard; or as more 
or less hastily improvised devices for shielding from fallout along 
evacuation routes. 

The different senses in which ‘‘shelter’”’ can be used as a civil defense 
measure has led to considerable confusion and also has enabled the 
Administrator to argue before the subcommittee that FCDA always 
has entertained a “balanced” concept of shelter and evacuation. 

As the shadow of the impending intercontinental ballistics missile 
lengthens over the world, the FCDA is beginning to see that the 
half hour or so in which such a missile can travel from Moscow to 
Chicago or elsewhere, even if allowed as warning time, is hopeless as 
a basis for evacuation. The dilemma is the more acute and uncom- 
fortable because the FCDA has persuaded the Congress to vote it 
$20 million for “survival plan” studies which are pointed toward the 
evacuation concept. 

Since these studies were programed as a 2-year project, the FCDA 
is far behind the rush of weapons technology and the declining posi- 
sibilities of advance warning time. When confronted with this 
dilemma by the subcommittee, Administrator Peterson repeatedly 
insisted that the FCDA was not wedded to evacuation policy and 
might move into the shelter field. He wanted to defer basic decisions, 
however, until findings were available from the evacuation studies 
within the next year or two (or possibly earlier). 

In the meantime, as the potential warning time diminishes, and in 
the absence of any national policy or program for shelter construction, 
certain cities like Milwaukee and possibly New York are falling back 
on the technique of “strategic”? evacuation. That is to say, since 
advance warning time cannot be counted upon for quick or ‘‘tactical’’ 
evacuation, the city leaders, using their own judgment, would attempt 
to identify a period of gathering war tensions and encourage their city 
populations to withdraw well in advance of possible attack. 


FCDA SHELTER POLICY 


Since shelter plays the key role in an effective civil defense, a firm 
Government policy on shelter is crucial. To ascertain FCDA’s 
views in this field requires close examination of the testimony, not 
only because of apparent differences of opinion between the Ad- 
ministrator and his staff shelter expert, but because the Administrator’s 
prepared statement may create misleading impressions unless it is 
placed in the context of his complete testimony. 

In his prepared statement to the subcommittee, Administrator 
Peterson declared: 


The survival of populations likely to be the targets of 
thermonuclear weapons will depend upon a balanced ap- 
plication of evacuation and shelter. 

Space and shielding are our only weapons in civil defense. 
The destructive effect of recently develo thermonuclear 
weapons is so great that it is uathinkable for people to re- 
main near the heart of a probable thermonuclear target if 
there are any possible alternatives. 
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So, the commonsense answer appears to be evacuation, 
in combination with the utilization of predetermined shelter. 
Evacuation—to escape blast, heat, and initial radiation. 
Shelter—of substantial strength outside the areas of heaviest 
damage for those who must remain, and lighter shelter be- 
yond the probable target area to escape radioactive fallout, 
the lethal secondary effect of a thermonuclear ground ex- 
plosion.” 

He also stated: 


When our survival studies are completed, we will have 
much more specific information on shelter needs. But now 
we believe that a sound shelter program is possible and at a 
cost which this Nation can afford.” 


Describing the results of “Operation Cue” at Nevada in May 1955, 
which tested atomic explosion effects on structures, he listed as one 
of the “major impressions gained from the technical tests” that 
“shelters can provide excellent protection at a reasonable unit cost.’’ 

It should not be inferred from this testimony that the FCDA is 
about to embark on a shelter construction program. Its work in the 
shelter field is confined to study of various shelter designs and the 
effects of atomic explosions on structures. 

The enabling legislation, apart from authorizing shelter research 
and design work, limits the Federal activity to 50-50 matching grants 


to States for shelter construction. The law bars such grants for dual- 
wee! fs shelters. 
0 


grants for shelter construction ever have been made. It was 
agreed by most witnesses at the subcommittee hearings that a shelter 
program would be possible only if financed mainly by the Federal 
Government. 

The Administrator has not made any request to the Congress for 
shelter financing, nor has he ever proposed that the law be changed to 
permit the Federal Government to assume the necessary financial 
per ogee 

n his testimony, Administrator Peterson said that a shelter pro- 
gram would be submitted to the Congress— 


when we are satisfied in our minds that we have the soundest 
possible program, with the most accurate costing of that pro- 
gram possible to put before the Congress.™ 


That time would come, he thought, toward the end of the evacuation 
feasibility studies now in their initial phase. 


It is my belief, Mr. Congressman, that some time in the 
next year and a half to 2 years, maybe it can be done sooner 
than that, I don’t know, we can go before the Congress with 
a sound program, with price tags attached and that day 
it seems to me there will be a showdown in this country on 
whether we are serious on civil defense. 

On that day when we go in with the price tag attached, 
civil defense is going to cost so many hundreds of millions or 


subcommittee hearings, 1185-1186. 
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Subcommittee hearings, 4 pt. 4, .. 1213. 
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billions of dollars and is going to become a material factor in 
=e fiscal considerations of the Government of the United 
tates. 


He also said: 


I stated in New York before the Governors of Connecticut, 
New York, and New Jersey and the mayor of New York 
that if our survival plans study showed we could not evacuate 
New York then we would have to undertake a shelter 
program. 

This concept, he asserted, applied to Philadelphia, Los Angeles, 
and all other areas: ‘‘We have always said if these studies proved that 
evacuation would not work then you would have to rely on the only 
other tool you have which is shelter.” * 

Under questioning, Administrator Peterson said he would not 
necessarily wait until the evacuation feasibility studies are completed 
before submitting a “sound pro , costwise,’’ to the Congress. 
He hoped to get 7 or 8 of the studies finished within 6 months for that 
purpose." 

In great metropolitan areas like Los Angeles, surrounded by ocean, 
mountains, and desert, evacuation is regarded as absurd, and studies 
of evacuation feasibility have no purpose that the subcommittee can 
see. The deputy chief of police, Los Angeles, Arthur C. Hohmann, 
reminded the subcommittee, if it needed reminding, that the mere 
appearance of a popular singer in Palm Springs caused a traffic jam 
from Los Angeles, which took many hours to overcome.® 

Mayor Norris Poulson of Los Angeles emphasized to the subcom- 
mittee that the day for a complete reappraisal of the Federal civil- 
defense pro was long overdue and that radical changes in phi- 
losophy and programs must be forthcoming.” 

In any case, the feasibility of evacuation cannot be “proved’’ 
because the assumption as to necessary warning time must be made, 
regardless of what the survey finds. When this assumption, question- 
able at best, is ruled out by the ICBM, evacuation goes with it. 
Administrator Peterson preferred to proceed on the basis that ‘The 
evil of today is sufficient in this business,” © 

As he saw it, the ICBM era lay in an uncertain future. “If the 
chairman can name the date the [CBM comes into play, then I am 
willing to name the date that evacuation as a concept becomes 
seriously impaired and will need to be discarded.” “ 

Shelters he regarded as a costly nuisance. 


Except that if it were not for the coming of the ICBM then 
the evacuation concept would be sound and would continue 
to be sound and we would not need to spend either the money 
on the shelters nor go to the inconvenience. Actually the 
people’s lives would be much more secure if we got them out 
of the point of the assumed explosion. 


(eee 


+ Subcommittee hearings, pt. 4, p. 1181. 
% Subcommittee . 





CIVIL‘DEFENSE FOR NATIONAL SURVIVAL 27 


In other words the only thing that is impeaching evacua- 
_ tion today is the possibility of the ICBM whieh -climhinetes 
warning time.” 

When the Administrator was asked why, in the face of that impend- 
ing threat, he was willing to sponsor a 2-year program of evacuation 
studies, he averred that in mid-1955, when these funds were requested 
from the Congress, the ICBM threat did not seem so formidable as 
it does today. In his view then, “the emphasis appeared to be more 
properly and more largely upon evacuation.’ ‘These survival studies 
now must contemplate this business of the possibility of increased 
reliance upon shelter.” © 

Although Administrator Peterson maintained that the FCDA guide 
manuals for the studies embodied a balanced shelter-evacuation con- 
cept, examination of the FCDA guide manuals affirms the original 
intent of these studies to promote local evacuation plans. The 
Survival Plan Work Book, for example, states that— 


the survival plan aims primarily at an adequate solution of 
the tactical evacuation problem and situation.* 


The FCDA guide manual proposes 19 study areas. Shelter is 
listed as one of these study areas, conceived not in terms of a basic 
civil-defense measure but as a side feature of evacuation. The 
manual recites: 


Under this study the shelter requirements and shelter 


availability along evacuation routes and in reception areas 
will be analyzed. 


The Administrator’s testimony and related documentation makes 
it clear, in any event, that he considers a shelter program impracticable 
or unnecessary against the present-day threat of multimegaton bombs. 
He has not departed from his original belief that the answer to con- 
ampere t weapons is evacuation. Shelter is a problem only for 
the ICBM era because then there is too little warning time and 
evacuation is “pretty largely out of the window.” ® And even so, 
he speculated, missiles launched in saturation attacks would make 
shelters quite useless.” 

The threat of submarine missiles which can be launched offshore 
today was discounted on his expectation of effective Navy counter- 
measures.” 

With an administrator’s understandable caution, Administrator 
Peterson = different emphasis to shelter possibilities than did Ben- 
jamin C. Taylor of his small shelter staff. 

Mr. Taylor stated that there is nothing complicated about the con- 
struction of underground shelters; the know-how exists.™ 

Administrator Peterson emphasized that ‘definitive answers are 
not readily available in this area.” © 

Mr. Taylor estimated that evenly spaced underground shelters 
would save 64 percent of the people who otherwise would be killed 


& Subcommittee hearings, pt. 4, p. 1340. 
% Subcommittee hearings, pt. 4, p. 1234. 
% Federal Ci 
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after an explosion, if given a 20-minute warning time. “The study I 
have just described,” he said, “‘gives some idea of the great saving in 
life that can be effected by a mass shelter program in a metropolitan 
t area.” 

dministrator Peterson described such calculations as “loose” and 
said: “I think there is a tendency on the part of some to believe the 
have found some mysterious and mystic device in a shelter that will 
save everyone.” ™ 

Mr. Taylor stated that “‘with proper design, subways could provide 
excellent shelter for very large numbers of people over a broad area 
and further permit protected movements to outlying areas after an 
attack.’’ ” 

Administrator Peterson expressed the opinion that subway shelters 
could become a great burial ground.” 

Mr. Taylor stated that a shelter program could be started without 
waiting for the survival plan studies.” 

Administrator Peterson based his shelter ideas on the outcome of 
the studies. 

Mr. Taylor gave the subcommittee a special briefing at the Battle 
Creek headquarters of FCDA which the subcommittee asked him to 
restate in open hearings at Washington, D.C. Mr. Taylor’s superiors 
deleted from his Battle Creek statement various items which the sub- 
committee has replaced in the testimony with identify brackets.” 

Among items deleted were the following: 

If sufficient data can be gathered, FCDA expected to initiate 
some part of the shelter program in the budget request for fiscal 
1958. 

Mr. Taylor expressed hope that the subcommittee hearings will 
get across to the country the urgency of a shelter program even 
though it is costly. 

The estimated total cost for shelter protection of 87 million 
poopie in re target areas would be $13 billion, which 
could be phased over a 6-year period at $2 billion per year, an 
amount which could be absorbed by the economy.” 

The subcommittee received considerable testimony from other ex- 
pert witnesses regarding the cost and value of shelter against high- 
yield weapons. 

General Sturgis said that the design or location of shelters required 
a t deal of study but urged that such study be undertaken. 

. L. Bowman, consultant to the Atomic Energy Commission, 

eas to unexplored problems in human resistance to blast pressure, 

ut he stated that there was enough technical information to ‘“‘make 
a start’’ on a shelter program.” 

Dr. Dunham of the Atomic Energy Commission stated that ade- 
quate shelters would protect not only against burns and traumatic 
injuries but against radiation either from high bursts or from the 
lethal effects of ground surge mist from an underwater blast. He 


% Subcommittee hearings, pt. 4, p. 1283. 
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stated that shelters were the only practical remedial measure at this 
time. 

Edward Cohn of the firm of Ammann & Whitney, consulting 
engineers, stated that the area of severe blast damage to buildings 
could be reduced as much as 70 percent at relatively low cost if blast 
resistance is considered in the design of new construction. He noted 
that blast resistance by itself would not afford adequate protection in 
large densely built-up cities where secondary fires and fire storms 
might cause death by suffocation and heat, of those persons protected 
from blast. Large shelters, he said, would reduce unit costs and 
provide greater safety because of more responsible engineering.” 

Mr. Taylor of FCDA stated that a dome shelter design held forth 
great promise at a cost of about $100 per person, including necessary 
stores of food and medical supplies. This estimate was independent 
of land costs. 

The dome shelter design was suggested by the American Machine 
& Foundry Co. J. Edmund Fitzgeraid, an engineer representative 
of that company, estimated that the average shelter cost per person 
might be $50 per person, excluding land costs, or about $8 billion for 
the whole United States.” 

Mr. Fitzgerald estimated that shelter would yield a 65 percent 
survival rate after a 20-megaton explosion, with either 20 minutes or 
14-hour warning time. The survival rates for evacuation, by com- 
parison, were put at 20 to 40 percent, depending on the highway 
improvements. Based upon a Milwaukee survey, he estimated that 
a shelter program would cost the city less than a recommended freeway 
improvement program for evacuation.™ 

Although Mr. Taylor of FCDA emphasized the importance of 
shelter for protection against the fallout hazard, the serious implica- 
tions of fallout have not been fully considered in FCDA-sponsored 
evacuation policy. 

Mayor Frank Zeidler, of Milwaukee, reporting for the American 
Municipal Association, said that in most cities, evacuation plans were 
primitive. ‘There exists beyond the evacuation almost nothing in the 
way of reception centers or welfare centers.” ™ 

Likewise Col. John E. Fondahl, civil defense director for the 
District of Columbia, testified in regard to the Washington area that 
there was no provision in the evacuation plan for selected movement 
because of fallout, nor any provision for the care of evacuees.® 

Administrator Peterson denied that evacuation policy anticipated 
having people in the open country. He cited preliminary studies in 
St. Louis a to show ‘“‘you could evacuate a million people 
and give them reasonable shelter against the existing effects of radio- 
activity.’ * 

The subcommittee has examined the St. Louis study cited by the 
Administrator. It stated that one of the ‘many problems not yet 
solved” was staging the evacuees in suburban areas, dispatching them 
to places of temporary shelter, then providing shelter and feeding 
until they could be returned to their homes or be relocated. 
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The study estimated that up to a million persons would be homeless 
while the stricken city was being rehabilitated, for whom shelter, 
food and other services would have to be provided. On the basis of a 
shelter survey by the American Red Cross, the St. Louis study esti- 
mated that probably not more than 186,000 persons could be sheltered 
in the eastern half of Missouri exclusive of St. Louis and St. Louis 
County. It observed: “It is clear therefore that additional shelter 
must be prepared for.” After a brief stay im the staging areas, the 
report said, rapid reevacuation was essential.” 

Since enemy choice of targets, accuracy of bomb delivery and di- 
rection of the winds on the day of assault cannot be assumed, civil 
defense is confronted not only with the problems of widespread blast 
and heat damage but of fallout that potentially can cover a nation. 
Consequently the problems of shelter against the effects of nuclear 
explosions and against fallout tend to merge and assume the dimen- 
sions of a single nationwide shelter problem. 

The subcommittee observes that while evacuation has a temporary 
and limited value against the weapon advances which diminish warn- 
ing time, the problem of the warning time fer shelters cannot be 
ignored either. Shelter locations will have to be so spaced that 
persons can have ready access within periods of 1f to 20 minutes. 

While the strategic factors in offensive war by the enemy make it 
difficult, and perhaps impossible, for massive assault to be prepared 
and launched completely under surprise conditions, civil defense must 
contend with greatly diminished warning time. The great expendi- 
ture of effort and funds by the United States to achieve the technical 
means of early warning against attack by manned bombers must 
comprehend expanded research into detecting and countering inter- 
continental missiles. 

INDUSTRIAL DISPERSAL 


Contrasted with shelter and evacuation as civil defense measures, 
dispersal does not depend on warning time in a tactical sense. Dis- 
persal is a slow, gradual process in response to complex economic, 
social and other forces, although occasionally it is speeded up where 
strategic military production is concerned. 

There is considerable interest in industrial dispersal as a technique 
for reducing urban vulnerability. In 1952, Project East River rated 
this area of activity as crucial. Numerous witnesses before the sub- 
committee stressed its importance for civil defense. Administrator 
Peterson expressed the thought that, looking to the era of intercon- 
tinental missiles, dispersal might be the most effective preattack 
civil-defense measure.™ 

The Naval Radiological Defense Laboratory rates dispersal high in 
potential value, perhaps next to adequate shelter, for reducing per- 
sonnel casulaties. As we have seen earlier, shelter reduces drastically 
the area of casualty production. Dispersal, by thinning out the popu- 
lation in the reduced area, makes any given strike even less ‘‘profit- 
able’ to the enemy. 

But dispersal, as the Naval Laboratory points out, also has its 
limitations. These are twofold: It is highly sensitive to weapon 
yield and highly insensitive to planning urgency. 


© A Preliminary Study of Pre-Attack Evacuation, Office of Civil Defense, St. Louis, Mo., June 30, 1954. 
* Subcommittee hearings, pt. 4, p. 1166, * 
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As larger weapons appear, dispersal distances must be greatly in- 
creased to be effective. Under the dread circumstances, entirel / os- 
sible, that a few large weapons could contaminate the whole United 
States with radioactivity to casualty-producing levels, the value of 
dispersal (without shelter) drops to zero. 

The significance of higher weapon yield and fallout after the 1954 
Pacific test explosions led sev Government agencies to undertake 
studies of the dispersal problem with a view to recommending new 
standards for industry.” 

In May 1955, the Department of Defense, the Office of Defense 
Mobilization and the FCDA joined in asking General Nelson to head 
a review committee for the purpose of reevaluating the Project East 
River recommendations. The letter of request by ODM Director 
Flemming pointed particularly to the fact that “our existing dispersion 
policy of 10 miles from the perimeter of the target area is obsolete 
under the new weapons conditions.”” The “serious hazards caused by 
fallout” also were noted. 

The review committee concluded that there had been some dispersal, 
mainly of certain key defense production facilities. However, it 
regarded dispersal of military production alone as “far from an 
adequate or complete solution.” 

In the review committee’s opinion, the Federal dispersal program 
has been far too limited. It believed that dispersal must cover a 
broad range of industries vital to postattack recovery and reha- 
bilitation. 

On the assumption that the productive capacity of the U.S. S. R. 
was about 30 percent of the present United States level, it was sug- 
gested as an immediate first objective that 30 percent of our gross 
national production be dispersed. This recommendation was renewed 
before the subcommittee by General Nelson, Dr. Berkner and others. 

Dr. Berkner, for example, pointed out that since World War IT 
industrial plants were being rebuilt at rates exceeding 2% percent per 
year. Within a period of 10 years, more than one-fourth of the total 
plant. capacity in the United. States is replaced, offering opportuni- 
ties for dispersal. He emphasized the need for balanced industrial 
dispersal oriented around selected industries which were vital to 
the maintenance of industrial effectiveness after attack. 

The Project East River review committee considered dispersal in 
a context both broader than military production and broader than 
industry alone. In the widest sense many different kinds of measures 
contribute to the reduction of urban vulnerability. The review com- 
mittee proposed such measures as highways around cities, slum clear- 
ance programs, and park and other projects which have a bearing 
upon the extent and control of explosion damage in cities. 

Presumably in response to the general recommendations of the 
Project East River review committee, ODM Director Flemming 
issued Defense Mobilization Orders I-18 and I-19, both dated 
January 11, 1956. One assigned to FCDA responsibility for reduc- 
tion of urban vulnerability. That agency was asked to develop and 
coordinate plans and programs Poerolis this end, including coordination 
at the metropolitan target zone level. 

i) a 
‘ tome FCDA mg a eg 7, Poo the Subcommittee on Security of the Joint Committee on 
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The other order purported to set forth a new policy and criteria for 
industrial dispersion and protective construction. It recited the 
following policy: 

It is the policy of the United States to encourage and, 
when appropriate, to require that new facilities and major 
expansions of existing facilities important to national security 
be located, insofar as practicable, so as to reduce the risk of 
damage in the event of attack, and to encourage and, when 
appropriate, require the incorporation of protective con- 
struction features in new and existing facilities to provide 
resistance to weapons effects suitable to the locations of said 
facilities. 


The previous 10-mile distance criterion was abandoned in favor of 
8 general criteria against which the vulnerability of a given facility 
might be evaluated. The order stated that while distance of a facility 
from the probable area of destruction is the controlling factor in re- 
ducing risk of attack damage, no single distance standard and no 
single set of specifications for protective construction appear practi- 
cable against nuclear, chemical, and unconventional weapons in our 
cities. The eight general criteria were to be applied so as to achieve 
the most protection practicable in a given case. 

All Federal departments and agencies were made responsible for 
adhering to the policy and criteria set forth in the order. The De- 
partment of Commerce (Office of Area Development) was asked to 
give dispersal guidance and assistance to Government agencies and 
private firms and organizations. The FCDA was made responsible 
for integrating its plans and programs for the reduction of urban 
vulnerability with deca for industrial dispersion at the metropolitan 
target-zone level. The latter agency also was made responsible for 
promulgating construction standards and specifications for protection 
ee persons and property against nuclear and unconventional weapons 
elfects. 

The policy and criteria enjoined upon the Federal departments and 
agencies by the ODM order are so vague and general and contain so 
many possible combinations of factors that they really constitute no 
pened and no guide. Consider, for example, the eighth criterion to 

e applied in determining the appropriate distances from a probable 
target area: ““The economic, operational, and administrative require- 
ments in carrying out the function for which the facility is to be 
provided.”’ Each department and agency which exercises influence 
over plant or facility location could justify any decision it wished 
under the eight criteria in the ODM order. 

In extending the Defense Production Act of 1950, as amended, the 
Congress, after vigorous debate, included a section declaring it was 
the policy of Congress to encourage geographical dispersal of industrial 
facilities. As explained by the House conferees on the bill: 


The amendment is designed to give an expression of con- 
gressional support and approval of the dispersal policies 
which the ce of Defense Mobilization and the Depart- 
ment of Defense have already “ats a and are carrying out. 
The amendment does not apply the principle of dispersal to 
existing plants. It does not require pesier vm, existing indus- 
tries. And it does not mean that geographical dispersal is the 
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only, or in some cases even the principal, factor to be con- 
sidered. The amendment calls for the application of 
the principle of geographical dispersal of industrial facil- 
ities, under the coordination of the Office of Defense Mobiliza- 
tion, (1) when prooticalés: (2) when consistent with existing 
law, and (3) when consistent with the desirability of main- 
taining a sound economy. Full recognition can and should 
be given under this provision to the many other factors enter- 
ing into the location of industrial plants, such as access to raw 
materials, power, labor and transportation.” 


State Senator George C. Miller, who served as chairman of a special 
California Senate Committee on Civil Defense, observed to this sub- 
committee that it “would take at least 50 years to achieve any degree 
of success in an economical, practical, and reasonable manner’ in 
dispersal. Such a program as an immediate measure he considered 
“utterly ridiculous.” ” 

Considering the powerful obstacles to industrial dispersal (which the 
review committee admitted were underestimated by Project East 
River in 1952), the sporadic and limited efforts of the eye, Govern- 
ment in promoting such dispersal, and the multiple and variable 
factors set forth as official Government policy for the future, the sub- 
committee sees little promise in dispersal as a civil defense measure. 
Granting it is desirable and has theoretical value, it cannot be relied 
upon as a specific technique in an operational civil defense program. 


“SURVIVAL PLAN” STUDIES 


Since the FCDA predicates all future civil defense policies and 
programs on the outcome of the evacuation feasibility studies, de- 
nominated “survival plan” studies, the subcommittee has examined 
closely this area of activity. 

Administrator Peterson described the “survival plan’ studies as 
“the most important thing we have undertaken.” “ 

As he portrayed these studies, projected over a 2-year period, they 
will lay the necessary groundwork for new Federal legislation, for firm 
FCDA budget estimates, for establishing regional civil defense authori- ° 
ties, and for “operational plans” tailored to target areas, each 
reflecting the “optimum combination of evacuation and shelter.” ™ 

The subcommittee does not know the origin of the survival studies. 
Administrator Peterson attributed the idea partly to General Nelson 
who, as chairman of the Project East River review committee, had 
pe aang the development of “nonmilitary defense plans” for 14 

ing pred: een target areas. Administrator Peterson said, 
however, that he himself had a hand in establishing the review com- 
mittee and that many of its recommendations were initiated or 
influenced by FCDA.” 

Governor Averell Harriman testified that “survival planning” had 
its birth in the activities of his office and Mayor Robert H. Wagner’s 
in New York. The initiative for forming a tristate project group and 
for supporting the appropriation in Congress, Governor Harriman 


" 84th Cong., 2d sess., H. Rep. No. 2468, p. 3. 
% Subcommittee hearings, pt. 6, p. 2111. 
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said, came from Albany and New York City without any stimulus 
from Washington. Maj. Gen. C. R. Huebner, New York State civil 
defense director, added that Administrator Peterson was quite recep- 
tive to their ideas and that FCDA staff cooperated in drawing up rules 
and regulations for ‘‘survival planning.” * 

Mayor Wagner’s assistant, Stanley H. Lowell, dated the action 
back to the civil defense report of a committee headed by Lt. Gen. 
Willis D. Crittenberger (retired), former commander of the First 
Army and personal adviser and civil defense representative of Mayor 
Wagner. This report was submitted to the mayor in early 1955, 
according to Mr. Lowell, and then there ensued a March 11, 1955, 
meeting of the mayor and Governors Harriman, Meyner, and Ribicoff. 
As a result of that meeting, General Crittenberger and Thomas K. 
Finletter were dispatched to Washington to secure FCDA backing 
“for a survival study and plan for the metropolitan area of New 
a 

The studies are to be conducted in four phases. 

Phase I includes a statement of the problem, an inventory of exist- 
ge tn, and design of the research study proper. 

hase II would comprise the detailed surveys, compilation, and 
analysis,. 

Phase IIT would be devoted to formulation of “operational survival 
plans” based on present resources and rectiehtiiielded improvements. 


Phase IV would require the testing of the operational survival plan 
“to reasonably evaluate the workability.” Pr 
involve actual evacuation of cities. 

As of July 1956, contracts have been signed with 25 groups repre- 


esumably this would 


senting greater or lesser population areas for the conduct of phase 
I of the study. Proposals were pending from 18 additional areas 
for either phase I or phase II contracts. Altogether the 25 study 
groups, according to FCDA estimates, represent a total population of 
Beers: The pending contracts would bring in more millions of 
people. 

Separate contracts will be made for each study phase. The standard 
terms of the contracts recite that ‘‘the contractor will complete the 
survival plan project.”’ 

Administrator Peterson and his General Counsel indicated that 
there was a moral but not a legal commitment for retaining the 
contracting parties through each successive phase.“ The Baltimore 
senty te manager believed he had a legal commitment all the way 
through. 

Contracting parties with the Federal Government are one or more 
States or combinations of States and cities or counties. Where more 
than one State is involved, one State acts for the group as a fiscal 
agent to handle Federal funds. The participating entities in inter- 
state groups usually set up a committee to perform the contract. 

The FCDA permits the contracting parties to hire their own staff 
or to farm out all or parts of the project to university research groups, 
management consultant firms, or other organizations. 

In the Washington area the study project is under the supervision 
of a tristate committee appointed by the Governors of Maryland and 
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Virginia and the Commissioners of the District of Columbia. A 
private firm was selected by that committee to conduct the first 
phase of the study. 

In the Baltimore area an area survival committee was created, 
comprising the civil defense directors of Baltimore city, 5 Maryland 
counties, and the State of Maryland. A project manager with an 
assistant and clerk was e ed in carrying on phase I of the project 
at the time of the subcommittee hearing in Baltimore. 

In the New York area a working committee for the project known as 
the Metropolitan Tristate Civil Defense Planning Board was estab- 
lished, consisting of the civil defense directors of Connecticut, New 
Jersey, and New York and the city of New York. The civil defense 
director of New York City is chairman of the board. Phase I of the 
contract, now almost completed, was prepared in part by board staff 
and in part by a management consultant firm. 

The State of California, as a contractor with FCDA for its three 
target areas, subcontracted the whole phase I project to the Stanford 
Research Institute. The wording of the contract indicates that 
California will conduct the whole project study in 3 phases rather than 
in the usual 4. 

The State of Michigan, which also signed a contract for its target 
ont subcontracted the entire study to a management consultant 

rm. 

A contract signed by Ohio also was subcontracted to a management 
consultant firm, Booz, Allen & Hamilton, the same firm retained by 
the New York study group. 

The subcommittee was advised that some of the larger consultant 
firms were making proposals to various States and cities for conducting 
the survival plan studies. Michigan reported that it had received bids 
from 6 firms; Colonel Fondahl said 28 were interested in the Washing- 
ton area project. 

Pro Is of consultant firms for the Washington area study, Colonel 
Fondah! said, ranged from $300,000 to $1.3 million. In another area, 
a representative of one firm complained to the subcommittee that his 
offer was turned down as being too low. 

The availability of $20 million in no-year Federal appropriations 
evidently has generated an active interest among consultant firms in 
acquiring this business. In at least one case, as just noted, the same 
firm was making studies for two areas. The Stanford Research 
Institute group also told the subcommittee it was available for work 
in the Portland, Oreg., area. 

Administrator Peterson indicated to the subcommittee that phase I 
of the “survival plan’’ studies was designed to get State and city 
ahi in metropolitan areas working together. In one case known 
to the subcommittee, the decision to hire a private firm reflected 
the inability of the participating parties to agree. Colonel Fondahl 
stated that initially the Washington area committee believed that the 
research and planning work should be done by the established local 
agencies which “would have to live with the plan after it was once 
developed.” A private research firm was hired after the failure to 
obtain a coordinated study agreement.' 

The Project East River review committee estimated that survival 
plans in each of 14 leading metropolitan target areas could be made for 
about $100,000 each in about 9 months’ time. 


1 Subcommittee hearings, pt. 5, p. 2044. 
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Administrator Peterson observed on this point: 


I am certain that $100,000 wouldn’t accomplish what I 
had in mind with reference to the survival studies and what 
is needed and I can’t believe that the committee would 
think so either. 


He was unable to give an estimate of total project cost, stating 
that “there is no precedent in the world for these studies.’”’ He 
wondered whether $20 million might be enough.’ 

FCDA funds allotted and time allowed to perform phase I contracts 
do not seem to follow any pattern. 

The State of California was allotted $198,000 and 6 months’ time. 

The New York area group, representing almost the same population 
and covering a tristate area, was allowed $108,000 and 4 months’ time. 

Texas was allowed $192,000 and a year’s time to conduct a phase I 
study for the Houston critical target area, about one-fifteenth the 
population of the California area and one-thirteenth that of the New 
York area. 

The Washington group, representing the same population as the 
Texas group, was allowed $10,000 and 40 working days. Colonel 
Fondahl said that both the time and the money ran out. 

The Boston group was allowed $25,000 and 3 months for a popula- 
tion of 5 million. 

The Ohio group was allowed $16,500 and 3 months for a population 
of 8,200,000. 

Pending contracts for phase 2 studies indicate substantial increases 
in allotments will be made for the more intensive research required 
in this phase. The Washington area, for example, proposes a jump 
from $40,000 to $800,000. 

The FCDA guide manuals for the studies outlined 19 proposed 
areas of inquiry relating to evacuation. The New York and Cali- 
fornia groups, whom the subcommittee queried in some detail, had 
reorganized these proposed study areas. Thus the California sy 
added categories which were omitted or only implied in the FCD 
manual, such as studies of shelter availability in the target areas, food 
resources, industrial resources, medical aid, and military plans and 
organizations. 

oth the New York and California studies added a ca my. on 
nuclear weapons effects. ‘These things are necessary,” said William 
L. White, director of the California project, “both to build the planning 
assumptions and also to test plans which might be made.” * 

Apparently, then, different projects are developing their own 
planning assumptions without any assurance that they will conform 
to those made elsewhere or with the relevant military intelligence 
and weapons technology. 

The a York group proposed that certain regular staff members 
of the tristate board have access to Atomic En Commission and 
yt briefings without relying on ‘secondhand information” from 

Mr. White agreed that the study of weapon effects is not peculiar 
to California and that, indeed, many of the FCDA’s 19 study areas, 

ttee hearings, pt. 4, pp. 1234-1236. 
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- the ones added by the project group are common to all civil 
efense problems, with differing degrees o local application. 

In California an ‘interim survival plan” is being developed as a 
framework for seoene data for the weeeetionel plan” required in 
a later phase. This was necessary, Mr. ite explained, because he 
found it difficult to know what data to look for without having an 
initial plan or context of operation. 

The enormous duplication of paperwork, multiple research on com- 
mon problems, variations in selection of study areas, and individual 
penne assumptions are apparent in this planning approach. Noth- 
ing in the individual contract prevents duplication. Only the alert- 
ness or enterprise of the research staff traveling around the country 
i other groups could minimize to a degree duplicate 
work. 

Because the project group cannot readily know in advance what 
information will be wedlable or will be lardaaed in studies elsewhere, 
. is difficult to develop reliable cost estimates, according to Mr. 

rhite. 

Administrator Peterson recognized the possibilities of duplication 
in the studies, stating that after some of the studies had been finished 
he expected to find common elements, permitting them to be more 
rapidly and cheaply performed in some areas or to apply common 
principles in others. 

The subcommittee examined the reports of the New York group 
which represents the largest metropolitan area complex and was among 
the first of the contractors to complete phase I. Both the reports of 
the regular civil defense staff and of the management firm were 
examined. 

What these reports, at a cost of $108,000 for the first phase, con- 
tribute to a “survival plan” in any meaningful sense of the term, 
escapes the subcommittee. Of course, the small fact-gathering assign- 
ments which the regular staff undertook have some value as gathered 
facts, and the management firm’s recommendations for further studies 
(with suggested qualified management firms to conduct them) may 
produce some useful facts in the future. But nothing emerges from 
the material which even looks like the outline of an operational 
survival plan. 

If anything, the report of the management firm cuts away the whole 
foundation of the evacuation feasibility study by the following 
admonition: 


Survival plans should be made independent of any pre- 
dicted available preattack warning time. 


The firm’s report of phase I devotes a substantial portion to a 
philosophy of civil defense. It reflects the views of 3 staff consultants 
of the firm, which received $32,000 plus $4,000 in out-of-pocket 
expenses for its share of the four months’ study. 

he views in the report may or may not be sound. Certainly many 
of them are questionable. 

At the same time, dozens of projects in other areas reflect the 
pulosepey and understanding of other private management firms or 
ocal civil defense staffs. Except for the common element of Federal 


financing, there is nothing in these studies which insures any com- 
ouey of understanding or basic approach or even method of fact- 
ng. 
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We illustrate the lengths to which such ‘atomized’ civil defense 
planning can go. The management firm for the New York study 
decided “survival planning’ must be considered in very narrow and 
austere terms. Consequently, in recommending what categories of 
essential government or commercial items (one of the 19 FCDA study 
areas) should be studied, it decided that such “‘morale-building’’ items 
se by FCDA as cigarettes, soap, and paper products should be 
rejected. 

The subcommittee believes there are more important problems at 
this time than the question of whether evacuees should have soap, 
cigarettes, and paper. We do suggest, however, that for the Federal 
Government to spend funds and contract with a tristate board, to 
hire in turn a management firm to make such decisions, is planning 
for civil defense the hard way. 

Col. Jack C. Gault, who has had War Department experience in 
civil-defense planning and who assisted in the preparation of the 
Hopley report, observed that these studies are “almost on the step 
of being a boondoggle.”’ ® 

Colonel Gault pointed out that this congressional appropriation 
allowed the local civil-defense organizations to spend funds for 
administrative purposes, action barred by the Federal Civil Defense 
Act. He expected that 90 percent of the allotments for the studies 
would end up in administrative costs.° 

Under the Federal Civil Defense Act, as amended, the Administrator 
makes matching grants of funds to States for purchase of supplies 
and equipment and for a few other purposes, but contributions for 
administrative expenses of State or toa civil-defense organizations 
are prohibited. Federal grants to State-local groups to conduct 
studies, utilizing the funds to pay their own staff and to hire additional 
staff or consultant firms, appears to be a circumvention of the Federal 
Civil Defense Act of 1950. 

Many requests have been made to the subcommittee by State and 
local groups that the law be amended to allow Federal contributions 
to help States and local groups ease the administrative burden of 
civil defense and thereby possibly to strengthen the local organizations. 
While the subcommittee is not opposed in general to this idea of 
Federal contributions to these organizations for administrative ex- 
penses, it sees no excuse on the Administrator’s part for making such 
contributions through the mechanism of ‘‘survival plan” studies. 

Colonel Gault said he believed the projects were turning into a 
boondoggle because the project directors and other local civil-defense 
officials “are getting the idea that the alpha and omega of civil defense 
is contained in the survival project and therefore we can sit back and 
forget until 2 years hence when an agency or somebody else may come 
up and give us a mass-evacuation plan, and they call that civil 
defense.” ? 

Administrator Peterson conveyed to the subcommittee the thought 
that this use of Federal furidé bad value in giving local groups an 
opportunity to exercise initiative in civil-defense planning. He said 
he recognized that if a war were impending in “30 days, 6 months, or 
a year from now, that would be no way to go at it. Then we would 

5 Subcommittee hearings, pt. 7, p. 2660. 
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be much better off to go at it from the top down.” The imminence 
of war, he said, would require that FCDA proceed “in a more thorough 
authoritarian manner.” ® 

The subcommittee believes that the FCDA approach to civil-defense 
eran J through these studies is exactly the reverse of that which is 


r : 

“aa understandable and effective procedure would have been for the 
FCDA to resolve or decide certain basic national policies and to formu- 
late a master plan in accordance therewith and then to adjust this 
master plan to the requirements of designated targets chosen on a 
priority basis, this in conjunction with planning by the military au- 
thorities for the protection of military installations or adjacent areas. 

Witness after witness emphasized the need for a vigorous national 
civil-defense plan. This would seem to be a matter of commonsense 
and of urgent necessity in view of the Federal Government’s responsi- 
bility to defend the Nation against enemy attack. It is not “authori- 
tarian” to give effective national direction to local civil-defense 
programs when the objective is national survival. 

hile the subcommittee does not want, in any sense, to discourage 
civil-defense planning that will lead to effective programs, it doubts 
seriously that, aside from the collection of assorted local data which 
always have some use in any planning, the ‘survival plans” will be 
of much use. 

Finally, the subcommittee sees no evidence whatever that these 
plans will eventuate in what the Administrator called the ‘optimum 
combination of evacuation and shelter.’”’ Undertaking a shelter 
aM, bg as a key civil-defense measure depends on national decisions 

f the highest import and the provision of necessary authority and 
funds to the responsible Federal agency. The studies serve to post- 
pone these basic decisions. 

Shelter, as we observed earlier, is the central measure in any effective 
civil-defense program. Developing so-called operational survival 
plans in advance of a national decision to institute a shelter program 
is dangerous and doomed to failure. 


METROPOLITAN TARGET AREA PLANNING 


The survival-plan studies analyzed in the preceding section were 
represented to the subcommittee by Administrator Peterson, ODM 
Director Flemming, and numerous other witnesses as the preparatory 
stage for organizing civil-defense authorities on a metropolitan target 
zone basis. 

In the Administrator’s view, the aforesaid studies “are already 
having a profound influence on one organizational concept * * * the 
concept of metropolitan area planning.’’*® He attributed the need 
for new organizational concepts to the compelling force of weapon 
changes. 

Originally when we were dealing with kiloton weapons this 
idea of metropolitan et complex did not occur to the 
eople dealing in civil defense or anywhere else in America. 
ow, when you get into the megaton weapon this is forced 
upon us,” 


* Subcommittee hearings, pt. 4, p. 1238. 
* Subcommittee hearings, pt. 4, p. 1186. 
1 Subcommittee hearings, pt. 4, p. 1220. 
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The establishment of such metropolitan authorities Administrator 
Peterson considered imperative. In his view, the problems of organ- 
izing such authorities were not beyond solution. ‘We will have to 
solve it or we won’t survive,” he said." 

In a similar vein, Mayor Zeidler stated to the subcommittee: ‘This 
is one of the great unsolved problems of the present civil defense sit- 
uation in the United States.” ” 

The immediate inspiration for this organizational approach to civil- 
defense stems from the 1955 report of the Project East River review 
committee. The report concluded that: 


With megaton bombs, the whole concept of self-help on a 
town or city basis becomes impractical. Since nuclear 
weapons of the type likely to be used devastate an area 
much larger than most cities, an impact on any metropolitan 
target zone is such as to require that an effective defense be 
planned and conducted on a metropolitan target zone basis. 


The review committee made this as its first recommendation: 


That the metropolitan target zone be utilized as a basic 
unit for nonmilitary defense planning and operations. 


The review committee further recommended a series of steps to 
bring this recommendation into effect. 

As a first step it proposed that FCDA finance a study and prepara- 
tion of nonmilitary defense plans for each of 14 (or other number) of 
leading metropolitan target zones; that an FCDA representative and 
staff be assigned to those zones; and that the participating State 
governors and mayors of the principal cities designate a representative 
to serve on an ad hoc committee along with a designated member of 
the Department of Defense. The FCDA was to allocate each com- 
mittee a sum not to exceed $100,000 and allow 9 months for the prep- 
aration of a nonmilitary defense plan for these leading target zones. 

A memorandum prepared by FCDA states that agreement with the 
Project East River review committee recommendations was to be 
expected because FCDA participated in formulating them. 

The FCDA issued a release on January 4, 1956, several months 
after the review of Project East River had been completed, stating on 
behalf of FCDA Administrator Peterson, ODM Director Flemming, 
and Secretary of Defense Wilson, that they jointly “have decided to 
implement”’ this first recommendation of the Project East River re- 
view committee for organizing and operating nonmilitary defense on 
the basis of metropolitan target zones. 

“Tn order to implement this conclusion,” the joint release stated, 
“we recognize that it will be necessary to develop, by metropolitan 
target zones, a mechanism that will result in all Federal, State, and 
local governmental agencies, whose duties relate in any way to non- 
military defense working together as a team in order to achieve agreed 
upon nonmilitary defense objectives.” 

Eventually such a mechanism, the joint release continued, should 
be able to develop plans and execute programs for ©) dealing with 
postattack problems, including coordination with military plans; (2) 


1! Subcommittee hearings, pt. 4, p. 1245. 
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reducing vulnerability of target areas and promoting dispersal; and 
(3) barelting peacetime disasters. , 

Also it was stated that the mechanism to be established within the 
metropolitan target zones is now under study by the FCDA. Shortly 
after the release was issued, FCDA received from ODM an “assign- 
ment of responsibility of reduction of urban vulnerability,” which 
included “coordination at the metropolitan target zone level of dis- 
persion, urban redevelopment, highway, and other programs.” 

The subcommittee observes that the concept of metropolitan area 
planning on a basis which transcends existing political boundaries is 
not new or unique to civil defense. The complex economic, social, 
and administrative problems of metropolitan areas long have been 
recognized and discussed.” 

A decade ago the Bull Board noted the relevance to civil defense of 
the problems presented by ‘large metropolitan areas which overlap 
military and political boundaries.’”’ Since the Board envisaged 
regional headquarters of a Federal civil-defense agency to coordinate 
civil-defense activities of the States and the regional military com- 
manders, the solution proposed by the Bull Board for metropolitan 
areas was to establish subareas under Federal officials ‘in order that 
the civil-defense organizations in a highly populated area may be 
under the direction of a single head.” “ 

The Hopley report,’® as Mayor Zeidler noted, devoted a brief 
chapter to metropolitan area organization in the civil-defense program. 
The report observed that many municipalities in a metropolitan area 
had different services, such as fire protection and water supply, even 
though they might have public utility systems in common. It stated: 


These differences serve to emphasize the fact that in time 
of emergency there should be strong central civil-defense 
operational control in the metropolitan area. Emergency 
conditions will not permit of delays in crossing municipal, 
county, or State lines because of difference of governmental 
entity in an area where municipalities are contiguous, 
boundary lines artificial, and the populace united in concert 
of purpose and needs.”* 


The Hopley group believed the combined resources and facilities 
of all municipalities should be pooled in unified civil-defense operation 
by the mechanism of a central council. Also suggested was the ap- 
pointment of a director or coordinator of civil defense for the metro- 
politan area, appointed by, responsible to, and under the direction of 
the central council. 

Within a given State the Hopley group thought it entirely practical 
for suiteinn tients area directors to be appointed by the Governor in 
cooperation with local authorities. 

In metropolitan areas crossing State lines, the Hopley group thought 
it would be practical for the communities of each individual State to 
form their own metropolitan area organization under a central council, 
these in turn to be worked into an interstate organization by mutual- 
aid agreements between the respective councils. 


18 See Commission on Intergovernmental Relations, a report to the President (June 1955), p. 50. 
‘ Pro A ag od of Civil Defense, National Military Establishment, Office of the Secretary (released February 
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The Hopley group recognized the many legal and other problems 
required to be pe § but believed that they could be solved by proper 
legislation at all levels of government and by advance plans, arrange- 
ments and agreements. The committee concluded: 


However rigid may be political boundary lines in normal 
times, they become ny artificial and invisible lines in 
time of emergency. Civil defense can operate through a 
metropolitan area with the same facility as in one individual 
municipality, if organized as suggested.” 


In 1952 Project East River proposed “that the States, with Federal 
encouragement and financial aid, if necessary, create and finance 
metropolitan district planning commissions.’’ These commissions 
would engage in land-use planning on a metropolitan area basis and 
engage in ‘vulnerability analysis.” ™ 

his land-use planning approach to the reduction of urban vulner- 
ability was transformed by the 1955 review committee of Project 
East River into a full-blown recommendation for civil defense et 
area authorities. The recommendation has been endorsed by the 
three Federal agencies noted above, and by many other individuals or 
groups. 

It is important to understand the land-use planning background 
and the emphasis on reduction of urban vulnerability in the current 
concept of the metropolitan target area authority. 

Since the reduction of urban vulnerability, as we have considered it 
in this report, has limited effectiveness for civil defense in the feresee- 
able future, it would be a serious mistake to let the issue of such a 
defense depend on the outcome of efforts to create area authorities. 

The Commission on Intergovernmental Relations, in discussing the 
problems of metropolitan areas, referred to the civil defense application 
made by the 1952 Project East River in this manner: 


The report stresses the need for metropolitanwide planning 
as a basis for directing future development in a manner that 
not only would reduce urban vulnerability but also make 
cities and suburbs more livable.” 


Noting that metropolitan areas are economic and social complexes 
not yet integrated into governmental units and confronted with mjaor 
obstacles to such integration, the Intergovernmental Relations Com- 
mission saw here a need for “political invention.” 
fm The subcommittee does not believe that an effective civil defense 
requires inventions in the political field that are yet to come and whose 
3uccess cannot be foreseen. This is a technique for postponing the 
solution of urgent problems or for creating an assumed solution not 
within reach. 

Because the problem of area authorities is not solved and no one 
seems to know gute how to solve it, the testimony accordingly was 
vague despite the emphasis on the need. : 

¢ DM Director Flemming saw in these metropolitan authorities a 
technique for reducing urban vulnerability, in the style of Project 
East River. He said: 


1 Tbid., p. 48. 
4 Redietion of Urban Vulnerability, pt. V ofthe report of Project Rast River July 1982), p. 4 
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As far as I am concerned, the way to get at urban vulner- 
ability is through metropolitan target zone authorities, where 
all segments ‘of the total p can be brought together 
* * * And that is why y I felt that the only thing to 
do was to make it perfectly clear that as far as the Federal 
Government is concerned, we are Putting our eggs in that 
particular basket. That is why I delegated this question of 
urban vulnerability to the FCDA.” 


Director Flemming regarded the 1955 congressional appropriations 
of $10 million to CDA for “survival plan’’ studies as intended “‘to 
start programs in that particular [metropolitan authority] area.” 

The FCDA general counsel, Raoul*Archambault, Jr., stated to the 
subcommittee that the groups engaged in these studies in areas involv- 
ing more than one State were “informal committees’’ and “have not 
yet acquired a status pr fas gar or any degree of formality.’’ He said 
that FCDA could not deal with those groups as an entity but still had 
to deal with the separate States.” 

Of the 25 contracts for “survival plan’’ studies made to date (July 
1956), 21 are for areas within the confines of single States. 

The FCDA staff proposal which Administrator Peterson conveyed 
to the subcommittee as having his general approval, referred to: 


Authority to exercise greater control over civil defense activ- 
ities related to metropolitan complexes which include more 
than one State through joint commissions or authorities.” 


He stated that he had not the slightest idea, nor did anyone else, 


wee particular form of organization should be proposed to the 
n 


gress. 
At another point he said: 


We are entering into something new in government. The 
New York Port Authority is something close to what we 
have in mind.” 


The Project East River review committee refrained from analyzing 


the legislative requirements of its proposed metropolitan target area 
authorities but said that: 


The technique of utilizing metropolitan target zones for plan- 
ning and operations in nonmilitary defense will require a 
material increase in the Federal Government’s leadership, 
authority, responsibility, and operational control of non- 
military defense while retaining the essential elements of 
State and local participation and responsibility. 


It recommended generally that the 1950 legislation be amended as 
necessary, to incorporate its recommendations. 

Administrator Peterson quoted to the subcommittee, presumably 
with approval, the observations of the Project East River review 
committee but did not care to specify in what respect his agency should 
peoriitey ayer p authority, responsibility, and operational control.”’ 

He said he had asked the governors’ conference to consider and 


report on the aforesaid recommendation. The State governors at 
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their recent Atlantic City conference unanimously resolved, among 
other things: . 


That the Federal Civil Defense Administrator be empowered 
to encourage the formation of such regional civil-defense plan- 
ning authorities and, if necessary, because of the failure of the 
local and State authorities to proceed, to establish such 
authorities. 


The governors’ conference also stated that “‘the necessary machin- 
ery to accomplish such coordinated planning exists.” Furthermore 
it limited its endorsement to regional authorities for planning purposes 
only and not forJoperations because “itfis}felt{that existing govern- 
mental linesfof authorityJ{must be observed,frecognizing§the overall 
authority of the}FederaljGovernment, unless therefis afspecific agree- 
ment to the contrary among the States affected.” 

Thus thefgovernors proposed§nognew governmental organization 
but assumedgthat the machinery: salalvedt here. Their opposition 
to interstate}governmental entities that would operate in civil defense 
was shared by the New York State civil defense director, Gen. C. R. 
Huebner, and several other witnesses. 

The Project East§River reviewRcommittee, by way of contrast, 
contemplated that these regional authorities would both plan and 
conduct civil-defense operations. 

The governors’ proposal that the Administrator be permitted to 
establish Federal planning authorities where State and local units 
fail to proceed, leaves open the question to what extent Federal 
activity would be required. Administrator Peterson acknowledged 
that in view of the Federal alternative to inadequate local organi- 
zations, the tendency would be to cover the country with Federal 
authorities. He said that these authorities “will eventually be 
financed by Uncle Sam or they won’t be done’’.* 

# The subcommittee observes two alternative fallacies in the concept 
of metropolitan area authorities for civil-defense purposes. 

(1) If they are to be limited to planning purposes, then they are 
taking on a basic function which must be performed by the Federal 
Government. 

The subcommittee believes strongly in the principle of target area 
planning and full consultation with State and local officials, but it does 
not view the basic planning effort as largely a non-Federal activity. 
In this respect the subcommittee does not concur with the Project 
East River review committee concept that nonmilitary defense plan- 
ning should be vested in so-called ad hoc committees. The sub- 
committee agrees with Dr. Hill, one of the distinguished members of 
the review committee, who believed that there should be more 
centralized planning and leadership. He noted that the ad hoc com- 
mittees would inevitably be uneven in results.” 

(2) If the metropolitan area authorities are conceived as operatin 
entities in civil defense, this means that civil defense would depen 
on a new form of Government organization for which there is no 
obvious place in the present structure of American Government. 
Join to that the consideration, widely atcepted, that civil defense 
must depend on existing Government agencies and functions and the 
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vexing problem arises as to how much direction an areawide authority 
could exert over the local operations of government. 

A number of witnesses, ee Mr. Bascom and Mr. Bowman, 
pointed out that planning must go beyond the assumed damage areas 
of large nuclear weapons. 

The subcommittee observes that as the weapons grow larger, so 
do the requirements of planning, and with nationwide fallout as a 
ese ae! the geographic limits on the planning problem are the Nation 
itsell. 


FCDA PLANNING 


Although the Administrator is authorized, among other things, to 
“prepare national plans and programs for the civil defense of the 

nited States,” he has never construed his statutory authority to 
develop a realistic national plan for civil defense. The FCDA has 
Ta ete a looseleaf booklet entitled “The National Plan for Civil 

efense Against Enemy Attack.”’ But as one witness observed, this 
is no national plan at all, but merely a compendium of general state- 
ments and appended texts of aemaee laws, rules and regulations, a 
“conglomeration of everythi CDA has put out.” * 

The FCDA has distributed its planning responsibilities in the fol- 
lowing ways: (1) It disseminates planning assumptions on a yearly 
basis to States and localities for such use as local civil-defense officials 
care to make of them; (2) it finances “survival planning” conducted 
by State-local groups; (3) it delegates various planning responsibilities 
to other Federal agencies; and (4) it contracts out other planning 
responsibilities to university groups or private organizations. 

hether or not this wide distribution of planning responsibilities 
was contemplated by Congress, or required by law, the fact remains 
that the FCDA largely has divested itself of its civil-defense planning 
function. 

Local civil-defense officials complained to the subcommittee that 
these FCDA yearly planning assumptions were vague, general and 
subject to various interpretations. 1en Adm. A. G. Cook (retired), 
civil-defense director for San Francisco, requested from FCDA a 
clarification of conflicting reports concerning evacuation as against 
shelter policy, the FCDA reply advised him that the decision was his 
to make.” 

Mr. Strope, for the Naval Radiological Defense Laboratory, cited 
a 1951 FCDA publication to illustrate the “7 deadly sins’’ of civil- 
defense planning. But subsequent yearly planning assumptions of 
FCDA were guilty of the same sins. These 7 faulty assumptions used 
for fiscal 1954, for example, assumed: (1) That the enemy would use 
weapons of a given yield (2% times the power of the 20 kiloton bomb 
dropped on Japan); (2) Would launch a given type of attack (air 
burst) ; (3) Would deliver a given number of weapons (in 400 bombers) ; 
(4) Would attack certain targets (the 67 major metropolitan industrial 
areas) ; (5) Would attack durmg a certain time (during normal working 
hours); and (6) Would allow so much warning time (15 minutes) ; (7) 
Central control would exist in the sense that the attacked area would 
require outside support. 
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In fiscal 1956 FCDA got around to including the fallout danger in 
its planning assumptions, and broadened them to avoid some of the 
previous restrictions. As the assumptions become broader, of course, 
the planning peo magnifies. 

In effect, FCDA’s planning assumptions now imply a civil defense 
planning task which no agency of government, Federal, State or local, 
presently is prepared to carry out. 

Due largely to the insistence and efforts of Mr. Bascom and the 
scientific advisory group of the National Academy of Sciences, 
National Research Council, which advises FCDA under a contract 
arrangement, the FCDA just recently has developed some awareness 
of civil defense research needs. 

In earlier years FCDA research was limited to a shelter design 
study made by Lehigh University, with the Corps of Engineers actin 
as the contracting agency. In 1954 and 1955 very modest research 
contracts were let for shelter design, radiological instrument design, 
and evacuation and traffic control studies m the Milwaukee area. 
In 1956 additional contracts were let for such studies as home warning 
devices, communications, and publie attitudes. 

The first sizable contract ($200,000) was awarded in 1954 to the 
Stanford Research Institute for the ag mg of devising a nationwide 
bomb damage assessment system. This was “an initial study,’ 


recently completed. The institute has another contract for $300,000 
to carry on the study, which includes methods of locating and cal- 
ibrating weapon bursts and reporting them to computation centers 
for assessment. The monitoring devices and instrumentation neces- 
sary to provide nationwide surveillance of bomb damage probably 


would involve a $100 million system, according to Mr. White of the 
institute.* 

In addition to these two contracts, Stanford Research Institute 
holds as subcontractor the $198,000 California “survival plan” con- 
tract for phase I of the project, and at the time of the subcommittee 
hearings was interested in a “survival plan” contract for the Portland, 
Oreg., area and for a separate FCDA shelter study. 

The only other sizable contract (almost $600,000) has been let to 
the University of California for the purposes of studying the require- 
ments of radiological defense. Examination of the terms of this con- 
tract shows a wide-ranging series of study subjects which the uni- 
versity must undertake. The contract calls for “undertaking the 
initial study and research necessary to furnish the basis for design and 
development of the organizational system necessary to execute a 
national radiological defense plan.” 

The university is obligated to make a “‘comprehensive determina- 
tion, review oof analysis of the present status of radiological defense 
and its relation to overall civil defense and weapons development.” 
Ineluded within this scope are the review and analysis of [pt re 
for better predictions of fallout patterns and identification of tests 
and experiments necessary for gn defense. Also a review 
and analysis of the following: The shelter-evacuation program and 
the most satisfactory use of cover; programs for selecting, securing, 
distributing, and using radiolo ical instruments ; the communication 
systems for the control of mt ee ical defense; practical means of 
decontamination on a large scale; the present. body of knowledge re- 


% Subcommittee hearings,"pt. 6, p. 2480. 





CIVIL DEFENSE FOR NATIONAL SURVIVAL 47 


lated to the prophylaxis, diagnosis, and treatment of radiological 
injuries; and internal radiation hazards created by inhalation or 
ingestion of radioactive materials. The university is to determine 
and conduct development and research on methods, directly or by 
subcontract. 

This does not appear to be a man ble contract. In effect the 
FCDA has placed within the confines of a single contract with an out- 
side organization a basic segment of its statutory function to develop 
national plans and programs for the civil defense of the United States. 

Radiological defense, as expert witnesses testified, is now, and will 
be increasingly, an important part of civil defense. FCDA Counsel 
Archambault contended, on the othér hand, that all FCDA con- 
tracts, however important, would be an “ever so small part of the 
total responsibility of civil defense as defined by the Act.” * 

The subcommittee is not op to Government contracts with 
universities and other groups for important and necess research 
in selected civil-defense problems. However, the transfer of the 
large and crucial problem of developing a national radiological defense 
plan to any outside group is an abandonment of FCDA’s statutory 
responsibility as the Government agency charged with planning 
functions in this field. 

In justification, the FCDA pase inability to obtain qualified 
scientific and technical personnel for its own staff and cites the inten- 


tion of the framers of the 1950 legislation that FCDA should conduct 
research mainly by contract or assignment instead of building up its 
own research laboratories. 


The contract authority in the 1950 act, we note in passing, is far 


from clear. There is no explicit authority to perform substantive 
ee functions by contracting them out. The FCDA also relies 
in part for its contracting on authority outside its enabling legislation, 
namely, the First War Powers Act of 1941, as amended. 

Administrator Peterson contended that FCDA should not be 
denied any resource to accomplish its tasks and that therefore the 
contract with the University of California to study the requirements 
of a national radiological defense system was just and proper. While 
agreeing that all resources should be available for research, the sub- 
committee is concerned whether FCDA’s contract authority has been 
wisely and selectively employed. 

Mr. Bascom, who participated actively in the negotiations leading 
to the University of Galifornia contract, testified to the subcommittee 
that the function of the university group was to plan and not to 
experiment. That is, its job was to collect information from various 
sources and develop a system. He said: 


There is no special experience in radiological problems 
within this peru D pe Their intention is to bring 
together all the people that know the score and to utilize their 
present knowl to make a plan for the country.” 


In relying on other resources to perform its: research work, 
FCDA is obligated to utilize the facilities of other Federal de- 
partments and agencies. The subcommittee was advised that one 
reason for placing the radiological defense contract with the Uni- 
versity of California was the proximity of that institution to the 
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Naval Radiological Defense Laboratory at Hunters Point, Calif.™ 

In other words, the FCDA hired a private resource to utilize a Gov- 
ernment resource in this field of research. 

The Naval Radiological Defense Laboratory, contrary to some sup- 
position even in Navy quarters, is authorized and stands ready to 
serve all Government agencies, providing the funds and facilities 
for special projects are supplied. Captain Hinners, commanding 
officer and director of the naval laboratory, stated: 


Our mission includes specific assistance to other Federal agen- 
cies in the field of atomic and radiological warfare.” 


The Naval Laboratory has a $12 million plant, an annual operatin 
budget of $5 million, and a staff of some 600, half of whom are technica 
and scientific personnel. The staff of this one laboratory almost equals 
the size of the whole FCDA staff. Captain Hinners stated that this 
was the only laboratory that had substantial numbers of personnel 
in biological, medical, and physical sciences working as an integrated 
team under a single scientific director. It was testified that no agency 
within or outside the Department of Defense other than this laboratory 
a eee exclusively to atomic defense, and none on this scale of 
effort. 

The FCDA never has utilized the facilities of the naval laboratory 
for any research projects. The laboratory has had only occasional 
visits Bios FCDA personnel. Within the past 6 months to a year, 
3 or 4 FCDA personnel visited the laboratory. 

The FCDA contends that under its statutory obligation, it makes 
full use of Government facilities. In the subcommittee’s view, this 
failure to use or explore the possibilities of using the naval laboratory 
for important civil-defense research, is a gross failure under the statu- 
tory obligation. The least that the FCDA could have done, before 
letting its largest and most ambitious research contract—for radio- 
logical defense—would be to seek the professional scientific and tech- 
nical advice of the Naval Radiological Defense Laboratory, which 
is in close proximity to the contracting institution. 

The subcommittee interrogated Captain Hinners with respect to 
the naval laboratory’s ability to perform a contract of this nature. 
Upon hearing for the first time a recital of the scope of the contract 
he stated, “that is a large order.”’ As to the contract obligation to 
review the present status of radiological defense, he considered the 
laboratory as much up to date on that as any existing agency. 

The laboratory also has devoted considerable effort, Captain 
Hinners said, to better prediction of fallout, and some progress is 
being made. 

Within the biological and medical program of the laboratory, 
pres of prophylaxis and treatment of cadsslegioal injury are being 
studied. 

In other enumerated items of the contract, he considered that a 
tremendous amount of data, not now within the laboratory, would 
have to be assembled. For example, a survey of the shelter-evacua- 
tion program, he said, would require survey-type information of 
existing shelter facilities on a nationwide basis. Regarding com- 
munications and the distribution of radiological monitoring instru- 
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ments, a different order of technical skills would be required, since 
ners involved the study of governmental organization. 

s to large-scale decontamination, Captain Hinners said that 
facilities and techniques in this field are yet to be developed experi- 
mentally and that the first large-scale exercise was to be held shortly 
under a joint naval laboratory-Army project. 


FCDA DELEGATIONS 


Under its enabling legislation the FCDA is authorized to delegate 
“appropriate civil-defense responsibilities” to other Federal depart- 
ments and agencies, with the approval of the President. The FCDA 
is to review and coordinate these delegated responsibilities both among 
the recipient agencies and with the activities of the States and neigh- 
boring countries (Mexico and Canada). In a subsequent section of 
the act, the Administrator is directed to cooperate with the other 
Government departments and agencies and to utilize their facilities 
and resources to the maximum. 

A basic tenet of civil defense under this legislation, according to 
Administrator Peterson, “is that the FCDA will make maximum use 
of the existing resources of other Federal agencies.”’ * 

We noted above, in the case of the Naval Radiological Defense 
Laboratory, FCDA’s neglect of this important Federal resource. 

In theory the FCDA uses the technique of delegation to utilize 
manifold Federal Government resources for civil-defense purposes as 
a means of avoiding duplication or the necessity of building a large 
empire. This concept of delegation was advanced by the sponsors 


of the original 1950 legislation. 

In fact, the delegation process has become a means of transferring 
to other Federal departments and agencies heavy burdens of planning 
responsibilities which neither the FCDA nor the receiving agencies 
are peeperes to carry. 


The common FCDA complaint is that insufficient funds have been 
earmarked by the Congress for the delegations program. Granted 
the insufficiency of the funds, the agencies prossessed of the ‘‘paper”’ 
delegations still are without benefit of a national civil-defense plan 
against which to match their efforts or to measure progress. All 
subscribe to the words of Dr. Leonard Scheele that, in spite of Federal 
agency efforts, America is ‘“‘woefully unprepared”’. 

The FCDA, with Presidential approval, has delegated 33 specific 
civil-defense activities to 7 departments and agencies of the Federal 
Government: the Departments of Commerce, Health, Education, and 
Welfare, Agriculture, Labor, Interior, and Justice; and the Housing 
and Home Finance Agency. It will serve no purpose here to recite 
the provisions of these impressive-sounding directives. A review of 
this area of activity reveals that the delegations program is, to date, 
rather meaningless. 

While Administrator Peterson insists that these delegated responsi- 
bilities do not relieve him of primary responsibility as the delegatin 
authority, there is no indication to the subcommittee that FCD 
makes any serious review or requires any measure of performance. 
The agencies, apparently, are quite content with this. As Assistant 
Secretary of Labor Rocco C. Siciliano stated, ‘FCDA has not pro- 
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vided, nor have we requested guidance as to how the manpower job 
should be accomplished.” * 

The agencies cannot readily distinguish the delegated activities 
from those they normally pursue since all their work has some bearing 
on civil defense. For example, the Department of Agriculture decided 
to absorb $162,000 of cividétenias costs for 1956 under its own budget 
until it could know more clearly the scope of the tasks delegated by 
FCDA. Under Secretary of Agriculture True D. Morse said that 
these were considered as normal Department activities.” 

Dr. Scheele stated to the subcommittee that the Public Health 
Service worked hard in this field before there was an FCDA and 
before the Service ever had a delegation. In fact, the Public Health 
Service exercised its own initiative in pressing for the delegation.” 

The Commissioner of the Bureau of Public Roads in the Department 
of Commerce stated that his agency did not need a specific delegation 
of authority to render the advisory services which it gives to local 
civil-defense organizations.” 

An agency possessed of an FCDA delegation may lack the authority 
as well as the funds to plan as directed. Referrmg to the Housing 
and Home Finance Agency delegation, Administrator Peterson said: 


They do not have to the best of my knowledge at the 
moment, either the authority under the law or the money to 
do much with the information that we can make available 
to them.® 


In this sense, and because delegated activities are not readily dis- 
tinguishable from normal agency activities, the FCDA delegations 
program is more of an exhortation to agencies to become interested in 
civil defense rather than a specific assignment of function. 

Administrator Peterson admitted, for example, that his own agency 
probably has more technical information on protective shelters than 
does the HHFA. The latter agency has been allocated $25,000 to 
conduct research, plan national programs, and give technical guidance 
to States in the following three areas: (1) protective standards for 
new and existing housing; (2) providing temporary emergency housing 
in support of areas subject to enemy attack; and (3) emergency 
restoration of essential housing and related community facilities 
damaged by enemy action. One official, with an assistant and secre- 
tary, is applying himself to that imposing set of tasks. 

he delegatee agencies find it difficult not only to distinguish 
between their own and delegated civil-defense activities, but to dis- 
tinguish between delegations received from FCDA for civil-defense 
purposes and from ODM for defense-mobilization purposes. In most 
cases, apparently, the same staff and facilities are used for both. As 
Assistant Secretary Siciliano expressed it: “Fortunately, both sets of 
delegations come for the same purpose, and for that reason there is 
no jurisdictional dispute in our organization.” 

As described by the HHFA representative, John J. Chapman, that 
agency has the ‘ob of “dovetailing similar and parallel responsibilities”’ 
of FCDA and ODM.” 
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rg the close similarity of the two sets of delegated functions, 


D 
the FCDA is obligated to allocate funds to the recipient agency, 


but the ODM is not so obligated. Director Flemming of ODM has 
taken the position that accurate costing of mobilization functions 
delegated to agencies is impossible.“ 

Insofar as the recipient agency utilizes the same staff for both 
on functions, in effect some FCDA funds are utilized for 


The FCDA has not attempted to delegate functions to agencies like 
the Atomic Energy Commission and the Department of Defense, 
although their services are utilized in various ways. At the time 
of the subcommittee hearings, a delegation to the Corps of Engineers 
for an inventory of national engineering resources was pending. 

FCDA officials have been allowed to observe atomic explosion 
tests, but noticeable in their roster of participants are administrative 
personnel in place of scientists and engineers. 

The FCDA is not in a position to utilize fully and properly the 
enormous resources of the military agencies and the AEC, partly 
because of its lack of scientific and technical personnel and partly 
because of security requirements. 

The difficulty in the latter respect is not so much that the security- 
conscious agencies are unwilling to let properly cleared FCDA person- 
nel have access to material; rather the data are supplied on a ‘‘request”’ 
basis. As pointed out by Dr. Cronkite of the Brookhaven National 
Laboratory, even scientists cannot tell a priori what information 
will be useful to civil defense. 

In the States and localities the security problem is even more acute, 
and many local civil-defense officials voiced complaints to the sub- 
committee. General Huebner, for example, pointed out that only he 
and one assistant have been cleared for secret information in the State 
of New York. Hesaid that his agency lacked the necessary knowledge 
nl rye and could not obtain it from the AEC mueh less the 

The AEC has established a small liaison staff to work with FCDA 
personnel. Dr. Libby suggested to the subcommittee that possibly 
this small staff could be increased tenfold. The subcommittee en- 
dorses this suggestion. 

In pursuit of his coordinating responsibility, the FCDA Adminis- 
trator presides as chairman of a Ss tad Defense Coordinating Board 
established 4 the President under Executive Order 10611, dated May 
11,1955. The Board membership, besides the Administrator as chair- 
man, consists of 17 Government officials—the heads of the 10 execu- 
tive departments, the AEC Chairman, the FPC Chairman, the ODM 
Director, the Budget Bureau Director, and the Administrators of 
HHFA, GSA, and VA. This Board is directed “to assist in the de- 
velopment of an orderly integrated plan for the participation of all 
Federal departments and agencies in the civil defense of the Nation, 
taking into consideration other defense requirements, both economic 
and military.” 

Meetings of the Defense Coordinating Board have been informal 
and infrequent and do not seem to have had any appreciable effect on 
integration of Federal agency civil-defense functions, The ODM 
Director, who sits on the Board under the FCDA Administrator’s 
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chairmanship, does not defer to the latter in exercising certain coordi- 
nating functions, and military planning for civil defense is beyond the 
Administrator’s reach. 


DEVELOPMENT OF FEDERAL CIVIL DEFENSE 


Aside from normal agency activities and"delegated responsibilities, 
Federal civil-defense functions are divided among three primary 
agencies: the Department of Defense, the Office of Defense Mobiliza- 
tion, and the Federal Civil Defense Administration. The three 
agencies’ joint interest in thisffield is signified by the fact that all three 
sponsored Project East River in 1952 for a comprehensive study 
of civil defense, with the Army Signal Corps acting as the contracting 
agency. Likewise, in 1955 the same * ti encies sponsored a 
reevaluation of Project East River in the light of new weapon devel- 
opments. 

The Department of Defense has no specific statutory responsibilities 
for civil defense, but conducts planning activities for protection of its 
own facilities because it recognizes in some degree the potential 
demand which may be put upon military resources and trained troops 
in time of emergency, an issue brought into public prominence by the 
President’s declaration of mock martial law during Operation Alert 
1955. 

The ODM has no clearly defined statutory responsibilities for civil- 
defense planning but asserts authority in this field in the capacity of 
adviser to the President and inheritor of National Security Resources 
Board functions, and as the recipient of delegated powers from the 
President under the Defense Production Act of 1950, as amended. 

The FCDA ostensibly is the central Government agency in this 
field, but its basic statute was passed without regard to the require- 
ments imposed on other agencies by the National Security Act of 1947, 
as amended, or other legislation. 

In order to understand this division of labor and to evaluate 
proposals for reorganization, it is necessary to review the development 
of civil-defense activities in the Federal agencies. 


Bull board report 


In late 1946, about 1% years after the World War II Office of Civilian 
Defense was dissolved, the War Department established a Civil De- 
fense Board to study civil-defense functions and to determine the 
Department’s own pies dag 9 pee in relation thereto. This group, 
commonly known as the Bull board (headed by Maj. Gen. Harold 
Bull) prepared a report, released February 1948, which stressed the 
importance and urgency of civil-defense planning under Federal 
leadership and direction.“ 

Effective civil-defense planning at all levels of government, the 
Bull board report said, would require first the formulation of definite 
national policies, possibly by the (then proposed) National Security 
Resources Board, and the execution of these broad policy decisions by 
“a Federal operating civil-defense agency” which would “plan, oper- 
ate, and supervise civil defense in all its phases”.® 

The Bull board considered the various alternatives for locating the 
civil defense agency in the government structure. Should an existing 
civilian department or agency be selected to embrace the civil defense 
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function? “The essentially civilian nature of the problem, the deep 
interest of the States and communities and the desirability of freeing 
the military departments from the added burden indicated such ac- 
tion. 

However, the Bull board could find no such civilian agency appro- 
priate ‘‘to discharge the overall gag ae and direction required in 
peace and war” or to “afford the intimate coordination with the 
military deemed so essential”. Creation of a new department or 
independent agency also was rejected as introducing complexities in 
Federal planning and operation and close coordination with other 
agencies responsible for national defense functions. 

The Bull board finally decided that a single agency within the 
Department of the Aina Forces (then pending) should be established, 
separate from the 3 military departments, directed and operated by 
civilians, and controlled by the Armed Forces Secretary. In this way, 
the board believed, close contact between military and civil planning 
could be assured while retaining the desirable feature of civilian 
administration.” 

In the event the Department of the Armed Forces were not estab- 
lished, it was proposed that a separate civilian agency with a civilian 
director be established in the War Department as the military service 
having “the more intimate relationship with civil defense problems 
and the more appropriate territorial organization.” 

Hopley report : 

In March 1948, Secretary of Defense James Forrestal created by 
directive an Office of Civil Defense Planning which, under the direction 
of Russell J. Hopley, prepared a civil-defense report recommending 
“for adoption a permanent peacetime system of civil defense which 
will round out our defense structure.’ Civil defense was regarded 
as “the missing link” in the national defense.* 

The Hopley report proposed that a National Office of Civil Defense 
be established “with a small but capable staff to furnish leadership 
and guidance in organizing and training the people for civil-defense 
tasks.’”’ Basic operational responsibility for civil defense was to be 
placed in the States, with maximum use of volunteers and existing 
agencies and facilities.” 

The two most appropriate places for the proposed Office of Civil 
Defense were considered to be the Executive Office of the President 
and the Department of Defense. The latter was deemed preferable 
“since a very large part of the civil-defense program will require 
continuous coordination with all agencies responsible to the Secretary 
of Defense.” ® 

In the meantime, the National Security Act of 1947 was enacted, 
which placed the three military services under a Secretary of Defense 
and created several other agencies, inlcuding the National Security 
Council and the National Security Resources Board as advisers to 
the President, to integrate domestic, foreign, and military policies 
relating to national security and to coordinate the military and civilian 
mobilization of resources for defense. 


# Civil Defense for National Securi , report to the Secretary of Defense by the Office of Civil Defense 
r ee and p. 1. 


# Ibid., p. 18. 
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The National Security Resources Board was to advise the President 
concerning policies and programs for the maximum use of material, 
manpower, and production resources in time of war, and for stabiliza- 
tion of the wartime economy. One of the duties imp sed on the 
Board was that of advising the President concerning “toe strategic 
relocation of industries, services, Government, and economic activities, 
the continuous operation of which is essential to the Nation’s 
security.” 

In performing its functions the Board was directed to utilize to the 
maximum extent the facilities and resources of other Federal depart- 
ments and agencies. 

In 1949 President Truman transferred to the National Security 
Resources Board the responsibility for civil-defense planning thereto- 
fore exercised by the Department of Defense. 

In 1950 the Board prepared a study called United States Civil 
Defense which proposed that an independent agency, the Federal 
Civil Defense Administration, be established in the executive branch. 

While the 1950 civil defense legislation was being considered, the 
Congress also passed the Defense Production Act of 1950, which 
vested in the President broad powers to mobilize production resources 
for defense. These powers were assigned to an Office of Defense 
Mobilization created under the authority of that legislation. 

By Reorganization Plan No. 3 of 1953, the President abolished the 
National Security Resources Board and the then Office of Defense 
Mobilization and vested their assorted functions in a newly created 
Office of Defense Mobilization. 


ODM CIVIL DEFENSE FUNCTIONS 


The ODM under its ambiguous authority derived from the National 
Security Resources Board via Reorganization Plan No. 3 of 1953 and 
the extensive authority conferred upon it by Presidential directive 
under the Defense Production Act of 1950, as amended, operates in 
a vast field without clear understanding of its functions by the Con- 
gress. It can delegate functions to any agency and, in effect, redirect 
congressionally approved programs by virtue of this authority to 
direct other agencies to engage in mobilization work. 

The recipient agencies are confronted, as we have seen, with the 
problem of distinguishing and allocating funds for civil defense and 
mobilization work. While it is generally understood that the Con- 
gress does not object to mobilization activities as part of agencies’ 
regular work, the subcommittee notes the similarity in function and 
difference in budgeting between ODM and FCDA delegations and 
suggests that this area requires congressional clarification. Admin- 
istrator Peterson said to the subcommittee: “I will admit these dele- 
gations are criss-crossing and confusing.” ©! 

The confusion of civil defense responsibilities as between the ODM 
and the FCDA is illustrated again in the fact that ODM asserts 
jurisdiction over the location of Federal Government agencies (‘‘con- 
tinuity of Government’’) on the Federal level, but has assigned to 
FCDA the responsibility for advising State and local units of govern- 
ment in this area. - 


& Subcommittee hearings, pt. 4, p. 1251, 
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Administrator Peterson stated to the subcommittee his belief that 
the location of Federal agencies should be an FCDA responsibility. 
He differed in this respect with his own General Counsel.” The 
FCDA couldn’t even locate its own headquarters at Olney, Md., 
because ODM decided that a distance of at least 30 miles from 
Washi n, D. C., was required. ® 

The ODM also asserts jurisdiction over what is termed “reduction 
of urban vulnerability,” presumably based on its advisory function 
under the National Security Act and Reorganization Plan No. 3 of 
1953 concerning “the strategic relocation of industries, services, 
government, and economic activities.” 

As noted above, ODM assigned responsibility for the reduction of 
urban vulnerability to FCDA. At the same time it retains general 
responsibility for formulating national dispersal policy and for admin- 
istering the on yy: tax amortization program, with the help of the 
Department of Commerce, while making FCDA responsible for 
coordinating dispersal policy and other measures to reduce urban 
vulnerability at the metro Jitan target zone level. 

The transfer of responsibility by ODM to FCDA for the reduction 
of urban vulnerability was made shortly after the Project East River 
review committee decided that little had been done in this field. 

Both ODM and FCDA require means for assessing bomb damage 
after enemy attack, the former for industrial production purposes, 
the latter for relief and rehabilitation purposes. The Department of 
Defense also requires such information for military purposes. 

Director Flemming stated to the subcommittee that these three 
agencies had established an a, damage assessment steering 
group chaired by him. The ODM is planning to develop a damage 
assessment center at a safe location with necessary analytical and 
communications equipment and staff; also the FCDA is developing its 
own computer site to determine losses in such categories as population, 
hospitals, doctors and food stocks.” 

Director Flemming acknowledged to the subcommittee that there 
was confusion within his own agency as to the proper division of 
je Hg between ODM and FCDA in a postattack situation. He 
added: 


I would say that in the light of what has happened since 
the FCDA Act was passed that a good case can be made for 
the statement that the law is not clear in this particular 
area. 


The confusion of responsibilities between the two agencies was 
reflected in the direction of Operation Alert 1955. Adoninistrétor 
Peterson stated to the subcommittee that FCDA held nationwide 
civil defense exercises before ODM or the Department of Defense 
“got into the picture.” However, he believed that the responsibilities 
were so broad that the other agencies properly participated, and he 
was satisfied if the President ‘danignate’ Director Flemming as the 
spokesman for all. 

# Subcommittee hearings, pt. 4, pp. 1386-1388, 

5 ents eae os mltiae hearings, pt. 1, Pp. 185-156, 
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The latter’s position during Operation Alert 1955 was characterized 
the chairman of the Senate Subcommittee on Civil Defense as 
OLLOWS: 


In the papers all the reports that we have been getting 
would indicate that Dr. Flemming had literally taken matters 
over.® 


An FCDA evaluation report of Operation Alert 1955 concluded: 


There is need for better understanding between FCDA and 
the military on their related roles in a civil defense emer- 
gency.® 


To this we may add that the exercise showed need for a better 
understanding also between the related roles of ODM and FCDA. 

As a result of the confusion arising out of this exercise and because, 
on Director Flemming’s own admission, ODM could not readily dis- 
tinguish between its own and FCDA’s postattack functions, he took 
the initiative in bringing the three agencies together and working out 
a division of labor in the civil defense field. 

According to Director Flemming’s explanation, the Department of 
Defense, consistent with its military mission, would render all possible 
support to FCDA in emergency relief and rehabilitation work, in- 
cluding such things as traffic control, maintenance of law and order, 
provision of emergency medical services, debris clearance, detection 
and ee of weapon hazards, and emergency restoration of damaged 
facilities. 

The FCDA would be responsible for directing relief and rehabilita- 


tion, including the provision and distribution of emergency food, 
clothing, shelter, medical care, and cash allowances and the other 
necessary community services, in which military help would be en- 
listed. 

The ODM would have the logistical support function. The Direc- 
tor would mobilize resources and direct  ponrention required to meet 


both military requirements as submitted by the Department of De- 
fense and essential civilian requirements as submitted by FCDA, to- 
gether with nonmilitary aid requirements submitted by the Depart- 
ment of State. He would also direct economic stabilization programs, 
direct Federal pegs for the allocation of resources and generally 
adjudicate conflicting claims for manpower, production, energy, fuel, 
transportation, telecommunications, housing, food, and health services. 

According to Director Flemming this allocation of responsibilities 
has been approved for planning purposes by himself and concurred in 
by the Secretary of Defense, the Joint Chiefs of Staff, and the FCDA 
Administrator. 

This allocation of responsibility, be it noted, is made without benefit 
of statutory direction. Director Flemming saw nothing in existing 
law to bar it.” This is an area which, the subcommittee believes, has 
been sadly neglected by the Congress. 

The allocation of responsibilities among the three civil defense plan- 
ing agencies of the Federal Government without benefit of a clear 
congressional mandate is more a matter of necessity in the face of 
avian confusion than it is a carefully thought out policy. 


57 Senate Civil Defense Subcommittee hearings, pt. 2 Be 
% Federal Civil Defense Administration, 1955 Ann’ port, p. 355. 
% Subcommittee hearings, pt. 4, p. 1059. 
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- In the subcommittee’s view the philosophy of mobilization as ex- 
ressed in Director Flemming’s division of duties, is based on World 
ar II concepts now ely outmoded, and in any event does not 
achieve a sensible distinction in postattack duties and responsibilities. 
There was considerable testimony by military witnesses before the 
subcommittee that nuclear war would have to be fought with the 
weapons and resources in being and that a decision detail be quickly 
reached. The subcommittee recognizes certain differences in em- 
hasis depending on the service outlook of the military witnesses. 
eneral her for example, was most emphatic in this view since 
he understanda ly places great reliance on the striking power of the 
strategic Air Force. As far as he personally was concerned, the Army 
would have no place to go, certainly in the beginning, and could per- 
form no more useful service than to help “clean up the debris.” 

General Taylor, on the other hand, warned that large segments of 
the land forces might be sent overseas in advance of assaults in a 
period of gathering world tensions, or be deployed to counter attacks 
which were more localized or in which both sides refrained from using 
nuclear weapons.” 

The subcommittee believes that mobilization in the sense of pre- 

aring production, manpower and other resources for great wars with 
ev periods of buildup, after which the gh reer: and military 
might of America is brought to bear for final victory, is outmoded. 

t may well be that the major effort in what is now called mobiliza- 
tion should be directed to planning and organizing resources not for 
the long buildup during ai But for coping with the sudden and smash- 
ing letdown after the attack. These tasks are new, intricate, costly, 
but in ee! event they cannot be distinguished from the civil defense 
tasks under the strategic concept of civil defense set forth in this 
report. 

n a post-attack situation, both FCDA and ODM would become 
operating agencies. The post-attack powers and duties of FCDA are 
set forth in its enabling legislation; those of ODM are not. Presently, 
ODM considers itself a relatively small staff or policy agency, although 
it does have some operating functions, and FCDA has a somewhat 
similar role, although some regard it as operational. 

Such distinctions, with or without real differences, should not 
become a means for obscuring the unified and continuous nature of 
the tasks that must be done both to prepare for nuclear war and to 
withstand its ravages. 

The subcommittee is not impressed with the argument of ODM 
Director Flemming that his agency must retain its identity because 
it must adjudicate conflicting demands for resources by the military 
agencies and the civil-defense agency. This is the conventional 
concept of previous wars predicated on a distinction between the 
homefront and the battlefront. In nuclear war there is no such 
distinction. coe 

Dr. William H. Stead, who prepared a special report on civil defense 
for the National Planning Association gers out cogently that the 
adjudicative function, so called, in ODM is but one of numerous 
functions; also that in the event of emergency, ODM itself would be 
one of the biggest claimants, based on its own projected role. The 
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subcommittee concurs with Dr. Stead that the adjudicative function 
presents a relatively minor problem and should be no obstacle to 
merger of the basic FCDA and ODM functions. 


REORGANIZATION OF CIVIL DEFENSE 


The subcommittee also subscribes to the conclusion reached by the 
1955 review of Project East River sponsored by ODM, the Depart- 
ment of Defense, and the FCDA, under the direction of General 
Nelson: 


The respective roles of the Federal Civil Defense Adminis- 
tration and the Office of Defense Mobilization leave much to 
be desired. Much of the work of these two agencies is most 
intimately interrelated, and to attempt to separate them by 
subject or by time phase is artificial and leads to confusion 
and duplication. 


The review report mentioned the various alternatives in reorganiz- 
ing the Federal agencies concerned with civil defense, including giving 
Cabinet status to the FCDA Administrator, placing the FCDA in 
the Executive Office of the President, merging the FCDA with the 
ODM, also in the Executive Office, or creating a fourth arm of the 
military establishments to discharge civil defense responsibilities. 

The review report took the position that specific organizational 
charges were not within the scope,of its requested recommendations 
but stated that “the need for organizational improvement, increase 
status, prestige, and effectiveness is clear.”’ 

The report noted that the President had asked his Advisory Com- 
are on Government Reorganization to give its attention to this 
subject. 

The staff members of the Federal Civil Defense Administration 
also have conducted an organizational study which, according to 
informal advice received by the subcommittee from FCDA head- 
quarters, was instituted in order to ascertain where the respective 
functions of FCDA and ODM began or left off, and how the agencies 
which were dual recipients of their delegations could undertake to 
apportion their limited personnel and facilities to the two seemingly 
similar tasks. Administrator Peterson has reported his general 
approval of the staff study.” 

Copies of the so-called Study of Future Organization have been dis- 
tributed by the FCDA to State or local civil-defense officials for com- 
ment. The subcommittee is aware that it has not met with universal 
approval. A number of objections were made during the subcom- 
mittee hearings to a plan which would submerge and possibly lose 
civil defense among a host of manpower, stabilization, production 
control, and other functions now associated with ODM. 

The subcommittee holds no brief for any specific internal organiza- 
tional feature of such a proposed merger of FCDA and ODM. It 
does believe, however, that wrezosner-ceascroags Noeera have been caused 
by the manner in which the organization chart was drawn up by 
FCDA staff members in connection with their organization study. 
It shows civil defense as one thin operating unit among the assorted 
staff functions of the proposed new Cabinet department. 


* Subcommittee hearings, pt. 4, pp. 1089 ff. 
* Subcommittee hearings, re 4b 1338. 
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The subcommittee has considered the various organizational alter- 
natives and concludes that the civil-defense functions of the ODM 
and the FCDA should be merged into a permanent new department 
of Cabinet rank. 

The subcommittee is mindful of the fact that Cabinet departments 
are hard to establish in our scheme of government; that usually the 
creation of a Cabinet department, as in the case of the most recent 
one, the Department of Health, Education, and Welfare, represents 
a gradual development of Government functions which by public 
acceptance acquire the degree of importance that warrants an estab- 
lished place in the traditional structure of Government. 

Civil defense in the United States, as an important Federal Govern- 
ment function, is hardly 6 years old. The ODM, counting also its 
predecessor agency, the National Security Resources Board, is hardly 
10 years old. Nevertheless, the subcommittee believes that the 
emphasis in civil defense must be placed on future need rather than 
on past experience. America’s political revolution is nearly two 
centuries old, the weapons revolution only a few short years. 

Civil defense, in the —_ sense we consider it, is here to stay 
as long as there are an Army, Navy, and Air Force or any combination 
of them. It requires the solution of complex, new problems by the 
best scientific, engineering, and administrative talent that the Nation 
can provide. 

A —— Cabinet department may serve to give the civil-defense 
effort the status and prestige and recognition that it deserves. The 
Nation should not be caught in the vicious cycle that until a function 
of Government has historic experience and acceptance, it will not be 
made into a department, and conversely that creation of a Cabinet 
department is necessary to confer such status and acceptance. 

he subcommittee hopes that this vicious cycle will be broken by 
a positive expression of executive leadership and by appropriate action 
in the Congress to establish a Department of Civil Defense. 


MILITARY ROLE IN CIVIL DEFENSE 


In 1952 Project East River found that one of the chief obstacles 
to the public acceptance of civil defense ‘‘is the reticence of military 
forces to accredit civil defense as a partner along with the Army, 
Navy, and Air Force on the national security team.” 

es a ae ~ this ae _ ye to one oe 
of the military: (1) that their annual appeals to Congress for huge 
sums of money would be less effective if that emphasized the impor- 
tance and need of civil defense; (2) that such emphasis would consti- 
tute an admission of weakness or incompetence in carrying out the 
defense mission.™ 

Coupled with this military reticence toward civil defense, Project 
East River found from attitude surveys a prevailing public belief that 
an attack would not come, or if it came, would be successfully warded 
off by the military forces.™ 

General Nelson, who directed the monumental Project East River, 
restated to the subcommittee the project’s views on military reticence 
toward civil defense and said the controversial experience in that 


en Oe nS Oe See Hees oh TE of the report of Project East River, September 
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project suggests “‘it will be very difficult to get the Defense Depart- 
ment to express itself very clearly in this field.” © 

This is understandable enough, even if not excusable, since the 
military are trained to think in terms of offensive action and combat. 
The difficulty is that nuclear war makes the whole United States a 
potential theater of combat and demands drastic changes in strategy 
and tactics. 

The military defense of our Nation has become nchgpos com pli- 
cated and difficult because of the advent of atomic and hydrogen 
weapons. ‘This has caused intense interservice rivalry for the use and 
control of these new weapons. The roles and missions of our military 
services are now therefore being reexamined by the Chiefs of Staff. 

The civilian population stake in survival, depending as it does on an 
adequate civil-defense program, demands and requires that civil 
defense be considered in this reevaluation as an integral part of the 
total national defense capability. 

The Joint Chiefs of Staff, who have the direct responsibility for all 
major military planning, were quite willing to acknowledge to the 
subcommittee the importance of a strong, effective civil defense, but 
there is little evidence that they have seriously analyzed the present 
status of civil defense or assigned it a strategic role. 

Adm. Arthur Radford, Chairman of the Joint Chiefs of Staff, stated 
that the Joint Chiefs were interested in civil defense and considered 
its requirements in overall defense planning. 

At times, in their meetings, Admiral Radford said, “we would have 
occasion to discuss it.’”’ © By iment he expressed satisfaction with the 
1950 legislation which placed primary civil-defense responsibility in 
the States and localities with guidance and supervision by the Federal 
Civil Defense Administration. When questioned about the need for 
greater Federal authority in this field he replied: “I don’t know what 
the legislative sequence should be or just what is practicable.” ” 

A nuclear attack on the United States, in Admiral Radford’s view, 
was “just a larger emergency” of which the military services took 
account in their a aye planning to assist local authorities if dis- 
asters got out of hand. Nor did he see any great difficulty in pro- 
tecting military bases against such attack.® 

Asked whether the Joint Chiefs as a body had given any considera- 
tion to the relative worth of civil defense as a deterrent, Admiral 
Radford replied, “I would say generally, yes.” ® 

General Twining, Air Force Chief of Staff, readily assented to the 
deterrent value of civilian defense, but when asked whether it should 
rank third, after offensive and defensive military power, replied, “I 
had not thought about it that way, but it is certainly a very great 
deterrent to have an adequate civil defense * * *.”” 

Admiral Low, commander of the Western Sea Frontier, expressed 
it thus: “I have never thought of it that way, Mr. Chairman. But, 
frankly, I do not see how it would be much of a deterrent.” ” 

subcommittee hearings, pt. 3, p. 668. 
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General Taylor, Army Chief of Staff, accepted the premise “that 
civil defense is an integral and important part of our national security” 
and an important deterrent to enemy use of nuclear weapons.” 

Carter L. Burgess, Assistant Secretary of Defense Atiipowe:: 
Personnel, and Reserve), stated that “civil defense in all its aspects 
is today and will be in the future a matter of major concern to the 
entire Department of Defense.”” The reasons for this concern, he 
said, were the deterrent value of a strong civilian capability in this 
field, and the stronger this capability, the less need to divert military 
ore from their combat mission for assignment to civilian disaster 

uties. 

Assistant Secretary Burgess has been made responsible for all civil- 
military relations in civil defense. He also sits on the Civil Defense 
Coordinating Board, established by the President and chaired by 
Administrator Peterson. 

Within Assistant Secretary Burgess’ office, a special Civil Defense 
Liaison Division has been established for contact with FCDA and 
other Government agencies having civil-defense responsibilities. A 
pr Tp oa officer is stationed in the Battle Creek headquarters 
of FCDA. 

The Civil Defense Liaison Division is, however, a small unit within 
the numerous activities under the jurisdiction of the Assistant Secre- 
tary (Manpower, Personnel and Reserve). Col. Barnet W. Beers, 
the head of this liaison unit, told the Senate Civil Defense Subcom- 
mittee he has a staff of five officers and some clerical help.” 

By Department of Defense Directive No. 3020.6, dated November 
16, 1955, an Emergency Planning Committee was created as a mech- 


anism to consider, develop and coordinate “all planning, other than 
strictly military planning” in the Department of Defense. The Assist- 
ant Secre of Defense (Manpower, Personnel and Reserve) is 
chairman. Three other Assistant Secretaries, dealing with a 
and logistics, properties and installations, and health and medica 
are on the committee as well as eb rappeant designated by the 


Chairman, Joint Chiefs of Staff, an 
Secretaries. 

The Emergency Planning Committee is authorized to establish 
task forces in various operational areas. Although civil defense is 
not specifically mentioned in the Department of Defense directive, 
Assistant Secretary Burgess advised the subcommittee that a task 
force on civil defense has been established. This group “‘participated 
with FCDA in the joint development of an attack pattern for the 
Operation Alert 1956 exercise.” 

egarding the Emergency Planning Committee’s interest in civil 
defense, Assistant Secretary Burgess said: 


Internal civil defense problems and relationships with 
other agencies in this field are given policy level consideration 
in this committee.” 

sobs Rene, Bt 3 Be 
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ARMY FUNCTIONS IN CIVIL DEFENSE 


By Department of Defense Directive No. 3025.1, dated January 24, 
1952, the three mili departments are assigned certain civil defense 
and related responsibilities The Army is made responsible for plan- 
ning emergency support of civil-defense operations in case of enemy 
attack It must also coordinate Navy and Air Force participation 
in such emergency support.” 

Army Regulations No. 500-70, dated July 8, 1952, set forth the 
conditions for emergency employment of Army resources in civil de- 
defense. These regulations declare that civil defense is “primarily 
a responsibility of civil government at all levels’ and that in the event 
of war-caused emergencies which local and supporting civil-defense 
organizations are unable to cope with, ‘the Army will provide aid 
to civil governments with the minimum practicable diversion from 
the Army’s primary mission.” ® 

General Taylor stated to the subcommittee that the Army per- 
forms many civil-defense operations, particularly relating to disaster 
relief, but that these are “incidental” to the Army’s primary mission 
of combat. Regular Army training, he noted, develops skills useful 
in civil-defense operations. 

Support functions to the FCDA listed by General Taylor were pro- 
curement of medical supplies and mobile hospital units (through the 
Armed Services Medical Procurement Agency); technical advice and 
assistance in field testing of hospital units, instruction in handling 
of mass casualties and in mass feeding; storage of FDCA materiel; 
participation in survey of local transportation planning; advisory 
engineering functions (through the Corps of Engineers); preparation 
of publications, displays, and films; research, specifications, samples, 
and other matters relative to protective equipment.™ 

General Taylor also stated that “The Army now participates in 
civil defense planning at the Federal, State and local levels.’’ He 
said there was close liaison between Zone of Interior Army command- 
ers and FCDA regional administrators. Recently he repeated and 
amplified previous guidance in a directive to the commanding general 
of the Continental Army Command to collaborate with other mili- 
tary service representatives in the preparation of a plan to assist 
civil authorities in civil-defense emergencies." 


LIMITED SUPPORT ROLE 


The military witnesses before the subcommittee adhered to this 


concept of a limited military support role on an emergency basis. 
Thus General Taylor said: 


I sincerely hope that this committee and the country is not 
depending upon the Army under this kind of thing, we are not 
prepared for it, we are not big enough for it and then it con- 
flicts with our primary role of combat.” 


7 Subcommittee hearings, pt. 2, p. 428. 
% Subcommittee hearings, pt. 2, pp. 302-303. 
7 Subcommittee hearings, pt. 2, p. 432. 
® Subcommittee hearings, pt. 2, pp. 432-423. 
& Subcommittee hearings, pt. 2, p. 433. 
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Again he said: 

First I am not responsible for civil defense, I don’t want to 
be responsible for civil defense and if the Army had to take 
over any role of this sort, every additional function would 
have to be paid for in terms of new men and new dollars.* 


And again: 
You cannot depend upon the Army to perform civil defense 
of the United States. It is neither organized, trained, nor 


equipped, nor directed to do that sort of thing. We are here 
to supplement the civilian defense.* 


Speaking for all the military services, Admiral Radford explained 
that gaining the war objective required the maximum use of offensive 
power. The only part of the total force that could be committed for 
defensive employment was that ‘‘necessary to provide a reasonable 
degree of protection for the essential elements of the warmaking 
capacity.” The military depended on civil agencies at home for 
such matters as internal security and mitigating the effects of enemy 
action. However, in the face of enemy-caused disaster, if the civil 
capacity was inadequate, “the military services will provide emergency 
support, as practicable, consistent with the execution of their primary 
missions.”’ * 


Admiral Radford also said: 


I feel that military assistance to civil-defense agencies 
must be rendered on a basis where Armed Forces do not 
become so involved or so completely responsible that they 


cannot be speedily redirected into military action against 
the enemy. 

The primary mission of our Armed Forces is to fight and 
defeat the enemy by offensive action anywhere, anytime, 
and under any circumstances. This mission is so compre- 
hensive and vitally important as to make highly undesirable 

u 


the assignment of any additional diversionary functions and 
responsibilities, such as civil defense, to the Department of 
Defense.* 


While the Joint Chiefs of Staff did not want the military services 
to be committed to definite civil-defense responsibilities, they recom- 
mended State recruitment and organization of ‘defense forces’ not 
subject to Federal mili service, as provided in Public Law 364, 
84th Congress. “‘It would be better from our standpoint,’ Admiral 
Radford said, if the States would recruit such military forces to per- 
form policing and other assistance functions for local civil-defense 
organizations.” And General Taylor observed: “That to me is the 
only thorough answer.’’ * Asked in what manner these forces would 
be set up, he replied: “I haven’t really thought it through and the 
States will decide for themselves.” ® He acknowledged, however, 
that State defense forces “are virtually unorganized at the present 
time.’ 
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Assistant Secretary Burgess, who emphasized to the subcommittee 
the difficulty of building a volun reserve for defense requirements, 
also expressed the view that the State defense forces authorized by 
Public Law 364 could be trained and preassigned to civil-defense 
tasks. He said: “Trained in survival techniques, these State defense 
forces may well mean the difference between organized recovery and 
chaos.” * But Assistant Secretary Burgess said also that State 
responses under the law ‘‘have not been realistic.” 


DIFFERING VIEWS OF MILITARY MISSIONS 


The extent to which the military services can render assistance to 
civil defense without interfering with their primary combat missions 
depends, of course, on the concept of those missions. 

Asked what the role of a land army would be in nuclear war, Admiral 
Radford replied: 


It would Sopene on where they are. Lots of people wonder 
that, too, I think in general they do the same things they 
have always done, with various degrees of difficulty. 


He did not foresee mass troop movements at the beginning of an 
attack.” 

General Twining, as we have noted, was more explicit. He did not 
visualize a war in which several million men would be mobilized and 
transported to foreign shores. He said: 


No, sir, particularly in this initial phase, which we call 
the atomic offensive ohaies no ships will be leaving our ports, 
no troops will be leaving this country until this slugfest or 
atomic offensive is completed, and we need everything we 
have got in this country to clean up the debris and prevent 
chaos, and everything we have got here will be used, [ think, 
for that purpose.” 


In response to the question whether the Army’s primary mission 
is to be changed to one of civilian assistance, General Twining replied: 


Well, that is certainly the way I feel about it, and I am 
sure that the Army will be up here to answer that question, 
but I certainly say, I know it has got a terrific job in this 
country doing this.” 


Admiral Burke likewise foresaw no mass transportation of troops in 
the next war, but noted that large quantities of fuel would have to be 
transported.” 

FCDA Administrator Peterson has expressed a view substantially 
in accord with General Twining’s. He foresaw ‘‘vast elements of the 
military that won’t be able to go anywhere the morning after the 
attack and will have no greater responsibility than to help the Ameri- 
can people get to their feet.’”’” He added: 


Fighting men will have new responsibilities in a nuclear 
war, different than those they had before. We won’t be 
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marching out to battle to the sound of music. We won’t be 
shipping out people by ships to all parts of the world. We will 
have the job of seeing that we have enough to eat, enough 
energy and enough material to continue to live.” 


General Taylor took a different view. He considered it likely 
“that all or most active Army units may be deployed overseas before 
an enemy attack.’”’ This might be due to situations involving limited 
hostilities or a general war in which both sides desisted at first from 
using atomic weapons.” Forty percent of Army troops are now over- 
seas, General Taylor said, and the Army itself is a user of nuclear 
weapons.” 

In cases where active Army, Reserve, and National Guard units 
were not required for early development or support of combat opera- 
tions, assistance would be given to civil-defense forces.’ 


VOID IN MILITARY-CIVIL PLANNING 


There is a great void in civil-defense planning created by these 
circumstances: (1) The military authorities make civil-defense plans 
for their own installations independently of those made by civilian 
authorities in the same areas; (2) they subordinate civil-defense 
neque sare to military ones without weighing the relative strategic 
values; and (3) they render only auxiliary support to civil authorities 
which do not have effective civil-defense plans or organizations of 
their own. 

There are scores or even hundreds of Army, Navy, and Air Force 
installations throughout the country. Each has its own “disaster 
plan” drawn up in accord with headquarters direction. Civil-defense 
officials in localities adjacent to, or encompassing these installations, 
have little or no information about the military plans. Even if they 
do learn about them, the city authorities in each community still face 
the problem of adjusting such civil-defense plans as they have to 
avoid conflict with the military plans. 

General Taylor’s statement to the subcommittee that the local 
Army commanders participate in civil-defense planning can only be 
taken to mean, at best, exchange of information. There is no evi- 
dence whatsoever before the subcommittee of integrated military- 
civilian civil-defense planning for the protection of a target area. 

The lack of integrated planning of military and civilian authorities 
on the local level is matched on the Federal level. In illustration the 
subcommittee cites the situation attending radio communications in 
the event of an impending enemy attack. 

Radio beams sent out from transmitting stations can be picked up 
ae enemy aircraft and can be used as a homing device to locate targets. 

o deny this opportunity to the enemy, a civil-defense arrangement 
has been whey among the Air Force, Federal Communications 
Commission, and the Federal Civil Defense Administration by which 
radio transmitting stations are shut down after an alert warning. 

This system, known as conelrad (control of electromagnetic radia- 
tion), ae yoo the radio stations to go off the air after announcing the 
alert and converting to emergency broadcast operation over 640 and. 
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1240 frequency bands. In order to prevent the enemy from identify- 
ing the stations involved, messages broadcasting information to the 

ublic are broken up so that a few words of a m e are transmitted 

y one station, and additional words by another, and so forth. Varia- 
tions in the transmitting power frequently cause these messages to 
sound garbled because of considerable variation in volume. Also, 
rural stacions, which do not participate in the conelrad clusters, cannot 
broadcast any messages at ail. 

There is a division of opinion among radio executives, technicians, 
and others concerning the extent and seriousness of conelrad diffi- 
culties. Most State or local civil-defense directors and staff personnel 
of the FCDA strongly believe that the conelrad system is a serious 

p in communications to the public after an alert has been sounded. 
sre civil-defense officials go so far as to say that millions of casualties 
could ensue because of these difficulties. 

General Twining on behalf of the Air Force insisted that conelrad 
is necessary to prevent enemy aid in locating targets. While many 
informed persons discount the value of such aids in view of other 
intelligence and locating devices which the enemy could use, the Air 
Force stands on its position. 

The question here is whether more lives will be saved by full use 
of radio transmission facilities during an attack situation to keep the 
public informed or by denying the enemy a target-locating aid. 

So far as the subcommittee knows, this question has not been re- 
solved. It serves to bring home the fact that the military authorities 
have only a dim regard for civil defense as a strategic concept. 

Apart from independent planning by military authorities for their 
own civil-defense needs, more complex problems are created by the 
theory of auxiliary or incidental aid to civil-defense authorities when 
the latter are not prepared to perform the major civil-defense tasks. 

Interestingly enough, the military planning authorities in the field 
assume that civilian civil defense cannot be counted upon. 

The Continental Army Command (headquarters, Fort Monroe, 
Va.), as the designated planning agent of the Department of the Army, 
prepares plans in collaboration with agents of the other military serv- 
ices for assistance to civil authorities in civil-defense emergencies. 
The domestic emergency plan of the Continental Army Command for 
1956 contains this planning assumpiion: ‘There will not be an effec- 
tive CONUS [continental United States]-wide civilian civil-defense 
mechanism at D-day.’’? 

Asked to explain that assumption, Lt. Col. W. K. Koob, Jr., civilian 
defense officer on the operations staff of the command, expressed his 
understanding: “That the civilian-defense organization will not be 
able to function effectively to cope with an overall disaster caused by 
an enemy attack on D-day.’”’ Colonel Koob also agreed that there 
was no military mechanism to perform civil defense functions effec- 
tively, in view of the primacy of the combat mission. 

Assistant Secretary Burgess, whose office is responsible for military - 
civil relations in civil defense, was unfamiliar with the assumption and 
refused to accept it. Referring to the military planners who made it, 
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me — said: ‘I don’t see how they could testify to that.”4 He 
added: 


I think a great-deal of progress has been made. I think 
the passage of the civil-defense laws by the Congress is a 
great deal of progress. This might be the Continental Army 
Command planning assumption at a given moment. I could 
not concur completely with that assumption. 

It is not incumbent upon me in my position to make that 
assumption. I think a great deal of planning has taken 
place on the civilian side.’ 


General Taylor said he hoped the military planning assumption of 
an ineffective civilian defense proved wrong, but he agreed it was valid 
as of today.® 

The implications of this military planning assumption are far- 
reaching. For the military to perform their auxiliary support role 
in the absence of effective civilian defense, either there will be a great 
gap in preparedness or else the military authorities will change this 
role and move increasingly in the direction of taking over basic civil- 
defense functions. 

The subcommittee considers that civil defense is properly a civilian 
function, as indeed, almost every witness before the subcommittee 
including the military emphasized. Yet the military witnesses, being 
practical and trained to prepare for eventualities, recognized that such 
responsibilities could be placed upon them. Thus Admiral Radford 
said that while he preferred to limit the military support role to an 
auxiliary one, “* * * we do have to be prepared to go further in 
case we are directed to.” ” 

Likewise, Assistant Secretary Burgess said: 


We are not ignoring that the active forces will be an asset 
and may be an I force to aid in the situation. In the 
final analysis, we have to be prepared and to be prepared on 
a total basis.® 


Unless a strong civilian effort is made at the highest levels of 
Government to mB for civil defense and to build up the necessary 
Federal, State and local organizations, civil defense will become 
increasingly a military responsibility. 


DECLARATION OF MARTIAL LAW 


The traditional military role in disasters has been that of rendering 
supplemental aid to civilian authorities. The Presidential proclama- 
tion during Operation Alert 1955 created an entirely new role when 
it or Sea placed the whole Nation under some form of military 
control. 

When military troops move into an area because civil government 
has broken down, it is understood, according to standard military 
doctrine, that they are in complete command. ODM Director 
Flemming and FCDA Administrator Peterson contended that the 


purpose of the martial law proclamation was not to place the country 
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under military control but to insure that military assistance to civil 
defense agencies would be forthcoming. 

A great deal of confusion and uncertainty attended the martial- 
law proclamation. There is an understandable reluctance on the 
part of the Government officials concerned to disclose details of the 
circumstances leading to the President’s decision. The FCDA Annual 
Report for 1955, while it discusses Operation Alert, omits any reference 
to martial law or the President’s proclamation. 

Title III of the Federal Civil Defense Act of 1950, as amended, 
vests in the Federal Civil Defense Administrator emergency authority, 
in the event of attack, to take charge of Federal agency activities and 
to channel Federal funds. and resources into civil-defense operations. 
Where did he stand in relation to the martial-law declaration after 
the assumed enemy attack? 

Administrator Peterson recalled that one of the first things the 
President did, after the sounding of the alert, was to invoke the 
emergency powers of title II. Then “protracted debate’’ ensued, 
after which the martial-law proclamation was issued. The Adminis- 
trator said he ‘‘was present and participated in the discussion which 
led to the declaration of martial law,” but “did not participate in the 
drafting of the proclamation.” ® 

Dr. Charles Fairman, Harvard professor of law and noted authority 
on the law of martial rule, described the martial-law proclamation as 
“unstudied,” “hashed up” for the occasion, “falls apart upon 
examination.”’*® In his view: 


Operation Alert bungled into crude compulsion where 
Sree skill, and inspiring leadership were 
needed. 


Examination of the text of the proclamation, which first came to 
light in the Senate Civil Defense Subcommittee hearings,” shows a 
confusing and contradictory mixture of decrees. Privilege of the writ 
of habeas corpus was declared suspended for Federal but not for State 
offenses, a distinction, said Dr. Fairman, which “‘doesn’t make sense.”’ 
Even the partial suspension he considered objectionable. ‘Surely it 
misconceives the nature of the problem to suppose that the great 
need on the morrow of an attack, would be to lock up people and hold 
them without the means of even questioning the legality of the deten- 
tion.” 

And yet, even with the suspension of the writ, civilian courts were 
to be allowed to function to the extent they “‘do not materially affect 
the war effort.” 

The proclamation also recited that it was necess to have a 
minimum of interference with the primary missions of the Armed 
Forces, but the Secretary of Defense and military commanders of the 
Army areas were directed to enforce law and order and at the same 
time to carry out civilian Federal agency decisions and proclamations 
in civil defense and other fields. 
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“The fact that it was “sree support by the military for the 
civilian authorities should be stressed,’’ Administrator Peterson stated 
to the subcommittee." 


In a similar vein, Director Flemming stated: 


It is clear that the decision last June was not a decision to 
usurp civil authority but rather to provide the maximum 
military cy to the civilian authorities on a nationwide 
basis in order to deal with the type of the situation assumed 
in the exercise.” 

Director Flemming also testified: ‘“We did not presuppose in con- 
nection with Operation Alert 1955 the complete breakdown of civilian 
government. at we were after was maximum military aid to the 
civilian government.” Asked why tbat required a declaration of 
martial law, he rejoined, ““That is debatable back and forth.’”” Whether 
martial law would be required to elicit maximum military support in 
the next exercise was a “legal’’ question which he preferred to leave 
with the Attorney General. As a “nonlawyer” he thought it very 
unlikely that martial law on a nationwide basis would be declared in 
Operation Alert, 1956."* 

Within the Department of Defense the martial-law declaration was 
interpreted quite differently from the Flemming-Peterson doctrine of 
military support to civil authorities. A memorandum from Secretary 


of Defense Wilson through Colonel Beers to the Secretary of Army 
read in part: 


For the purposes of problem play all agencies are to assume 
that civilian agencies in the civil defense and mobilization 
areas are to continue to function under authoritative leader- 
ship and enforcement by the military.” 


General Huebner, director of civil defense for the State of New 
York, stated the problem this way: 


Now, the real crux of military rule is, who assumes the 
responsibility? Once the military has taken over a situa- 
tion, then the commander of that force no longer reports to 
the local authorities or even to the State authorities, but he 


reports directly to his superior officer in the chain of military 
command.” 


Col. Charles G. Stevenson, State judge advocate of the New York 
National Guard, submitted to the subcommittee a critical analysis of 
Operation Alert which declared in part: 


But, the big thing wrong with the 1955 proclamation was 
that it mixed “limited martial rule” with ‘military aid to 
the civil authorities’ without making clear the extent of 
each. The proclamation said that the Army should enforce 
law and order (limited martial rule) and ‘‘carry out decisions 
of Federal agencies” (military aid to civil authorities) ." 
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Administrator Peterson acknowledged that consternation and con- 
fusion were caused among civil defense workers in the field when word 
of the martial-law declaration reached them.” 

Stanley Pierson, civil-defense director for the State of California, 
observed to the subcommittee that if such declaration had occurred 
2 years ago, the civil-defense effort in that State would have been 
destroyed.” 

Don E.* Carleton, civil-defense director for Milwaukee, stated: 
“The manner and suddenness with which martial law was declared 
in Operation Alert 1955 left a great deal of confusion and uncertainty 
in the minds of all field operators.” * 

Maj. Gen. Karl F. Hausauer, commanding general of the New York 
National Guard, said neither the civil-defense director, the National 
Guard, nor the First Army commander received any clear or firm 
plans or directive from Federal authorities. ‘The result was complete 
confusion.” 7° 

Since the exercise was concluded before the military actually took 
over, New York authorities considered that the proclamation by 
itself was not controlling and that the assumed state of martial law 
never existed in New York.* 

In an effort to allay the distress in local civil-defense ranks caused by 
the resort to military operations, the FCDA general counsel, Mr. 
Archambault, circularized a memorandum which essayed to interpret 
the Presidential proclamation. He dwelt on the potential import and 
ee of martial law in the H-bomb era but assured regional 

DA administrators and local civil authorities that they had not 
been displaced by the military.” 

Commenting on this memorandum, Mr. Carleton said: “It is 
obvious that this explanation does not answer the questions that 
arose.” He thought it confusing to attempt “to qualify or redefine” 
a term that had “‘a definite and precise meaning to all military people.” 

Administrator Peterson praised the motives of his general counsel 
in circulating the memorandum of explanation but said, “I doubt the 
wisdom of his action,” on the ground that officials of the executive 
branch ought not to try “to interpret the intentions of the President 
of the United States.” * 


FOLLOWUP STUDIES OF MARTIAL LAW 


The President announced in a press conference of July 6, 1955, that 
he had asked the Attorney General to study the national experience 
with martial law and to devise an appropriate remedy for such a 
situation.“ He indicated later that this study would be made public 
when completed. 

Dr. Fairman, noting some 7 months later (February 1956) that the 
outcome of the study was yet to be disclosed, said to the subcom- 
mittee: 
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I hope most sincerely that the Department shows the 
courage to confess error. The time is close at hand for 
planning the next Operation Alert. 


The subcommittee asked Attorney General Brownell to appear 
before it and diseuss the significance of the martial-law delaration in 
relation to civil defense. The Attorney General declined to appear. 

Admiral Radford reported that the Army had been directed to make 
a special study in this field.” 

Administrator Peterson said he sat on a committee with Admiral 
Radford, Director Flemming, and others, to study the problem and 
he knew that the Army “has been working furiously on it’’ for the 
past year.” 

Assistant Secretary Burgess said that the military study was not 
yet complete, and that the Department of Defense was in touch with 
the Office of Defense Mobilization and Department of Justice. 
Serious consideration was being given, he said, to a “Federal disaster 
management plan to quickly restore order when and where local 
government has broken down and to reorganize the community to 
self-sufficiency.” * 

Director Flemming undertook in the meantime, as we have seen, 
to work out an allocation of responsibilities between the Office of 
Defense Mobilization, the Federal Civil Defense Administration 
and the Department of Defense. 

Stepped-up military interest in civil-defense matters was noticeable. 
On August 17, 1955, the Secretary of Defense instructed the Joint 
Chiefs of Staff to place greater emphasis on civil defense support 
operations of the military services. The Joint Chiefs were asked to 
give positive guidance to the military services in developing programs 
or emergency assistance and for orienting the training of reserve and 
active duty units toward these civil-defense support tasks. 

The Joint Chiefs accordingly instructed the services to prepare plans 
for military assistance to civil authorities. 

Assistant Secretary Burgess said: 


These plans are being actively worked on and will be de- 
signed to provide, when fully implemented, military personnel 
and units in considerable number with thorough training in 
the military responsibilities for civil defense.” 


It was indicated that reserve units would get training in such things 
as community decontamination and mass feeding projects. Present 
plans do not call for the type of specialized civil-defense training 
received by British Army units. Assistant Secretary Burgess observed: 


It is not at that point now. We might have to come out 
with some plan that might parallel, approach, or even exceed 
that.® 


General Taylor directed 5 to 15 hours of additional instruction on 
the Army’s role in civil emergencies, to be integrated in officer candi- 
date courses and other instruction. He stated to the subcommittee 
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that the six Army commands would soon start courses of instruction 
in martial law for all duty officers and warrant officers.*4 

In January 1956, directions were sent out to the Continental Army 
Command to amplify and broaden. their civil-defense planning 


General Taylor referred to this directive and summarized it for the 
record, but the Army insisted on deleting certain classified items.™ 
At the Department of Defense level, as noted earlier, an emergency 
penare committee, to include civil-defense matters, was established 
y directive of the Secretary. 


MILITARY-CIVIL RELATIONS IN OPERATION ALERT 1956 


During ppenenes Alert 1956, held from July 20:\to July 25, it was 
announced by the participating Federal agencies that alter “a year 
one: study by Government officials of emergency actions required 
in the aon hours after an attack on the United States,” a proclama- 
tion had been evolved to replace the martial-law proclamation of the 
previous exercise, 

Under this proclamation the Department of Defense would be 
directed to assist the FCDA Administrator for a period of 60 days in 
discharging his emergency duties under title ITI of the Federal Civil 
Defense Act. However, any military personnel, facilities, or resources 
made available under this arrangement would remain under military 
command. At the same time the Secretary of Defense would be 
“authorized to establish whatever military areas may be required in 
performing any mission assigned to the Armed Forces,” 

It appears, then, that the new proclamation did not rule out martial 
law; it simply refrained from an immediate declaration of nationwide 
military rule; leaving it to the military authorities to determine how 
much of the United States must be brought under such rule for the 
purposes of carrying out their missions, and how much assistance 
they would give to civil defense for a 60-day period. 

he proclamation essentially is a compromise between the complete 
military control implicit in a declaration of nationwide martial law 
and the more limited civilian control by the FCDA Administrator 
explicit in title ITI of the Federal Civil Defense Act. 

nstead of having military commanders take over in areas where 
civil government has broken down, the new proclamation would im- 
pose this task in the first instance on the FCDA Administrator. 

What forces would be utilized by the Administrator in maintaining 
law and order and carrying on the processes of local government under 
such breakdown is not made clear. If reliance is placed upon military 
troops and other mili personnel for the performance of major 
emergency duties, the problem of martial rule still remains—the mili- 
tary would maintain their own channels of command and control. 

he official release on Operation Alert 1956 raises a host of questions 
concerning military-civil relationships in civil defense. Actual texts 
of Please and directives have not yet been released to the 
public. 

The subcommittee intends to examine closely into Operation Alert 
1956 at a later date. Subcommittee staff observers have been present 
at the emergency relocation site for Federal Government agencies and 
will report back to the subcommittee. 


4 Subcommittee hearings, pt. 2, p. 432. 
% Subcommittee hearings, pt. 2, pp. 433, 464, 465. 





CIVIL DEFENSE FOR NATIONAL SURVIVAL 73 


CIVIL DEFENSE LEGISLATION 


Having considered the civil defense functions of the Department of 
Defense and the office of Defense Mobilization in relation to the 
Federal Civil Defense Administration, we are in a better position to 
consider the statutory role of the latter agency. 

The Federal Civil Defense Act of 1950, as amended, is the legislative 
charter for the FCDA. Although, as noted, the FCDA is but 1 of 3 
major Federal agencies in this field, the Nation generally looks to the 
FCDA as the primary civil defense agency. 

The very first sentence of the act, part of a declaration of congres- 
sional policy, recites: 


It is the policy and intent of peg ie to provide a plan of 
civil defense for the protection of life and property in the 
United States from attack. 


Then in a sentence immediately following, the Congress cuts the 
ground from under its own declared intent. The sentence states: 


It is further declared to be the policy and intent of Con- 
gress that this responsibility for civil defense shall be vested 
primarily in the several States and their political subdivisions. 


The third and final sentence of the declaration assigns to the Federal 
Civil Defense Administration created by the act the role of coordina- 
tion and guidance and providing assistance, as well as carrying out 
the powers and duties conferred upon it by the statute. 

The act thus contains an inherent ambiguity in that States and local 

units of government have primary responsibility for civil defense, 
which is very broadly defined in the act, and on the other hand the 
wae has potentially broad and sweeping powers in his own 
right. 
Whether the Federal Administrator will exercise strong leadership 
and vigorous application of his authority depends not only on his 
own personality and executive ability but on how much weight he 
assigns proportionately to the first and third sentences in the congres- 
sional declaration. 

There is some question that under the 1950 legislation the — 
declaration in section 2 should be considered as limiting wit 
respect to the interpretation of powers and duties substantively 
written into the act. However, Administrator Peterson stated that 
he considered himself limited by the policy statement in section 2 
and that the whole philosophy of the law is to work through the 
States and local subdivisions.* 

Title I of the act establishes the o izational base of the agenc 
and authorizes the establishment of a Civil Defense Advisory Council. 
(The Administrator prefers on important legislative and policy mat- 
ters to work through the annual conference of governors rather than 
the statutory advisory council.) 

Title II confers upon the Administrator certain powers and duties 
“in order to carry out the above-mentioned purposes.’’ Actually 
no specific purposes are mentioned in the act; they have to be con- 
strued from the ambiguous declaration of policy and from the actual 
powers and duties. 
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Briefly the Administrator’s functions are: (1) Prepare national 
lans and programs for civil defense; (2) delegate functions to other 
ederal agencies; (3) provide for civil defense communications and 

disseminate warnings of enemy attacks to the civilian population; 
(4) study and develop civil defense measures, including research and 
studies in treating the effects of attacks, developing shelter designs 
and protective materials, and developing and standardizing equip- 
ment; (5) conduct training programs; (6) disseminate civil defense 
information to the public; (7) assist and encourage the States to make 
civil defense compacts; (8) procure by condemnation or otherwise, 
construct, lease, etc., materials and facilities for civil defense; (9) make 
financial contributions to the States on the basis of approved programs 
or projects; (10) arrange for the sale or disposal of surplus civil defense 
materials. 

Title III offthe act gives the Administrator emergency powers to 
direct Federal agencies in the event of impending or actual enemy 
attack and to assist affected States and individuals in certain ways. 

Administrator Peterson explained several times that under the 1950 
act his agency could only recommend, advise, or offer guidance, but 
could not command or direct. He likened FCDA’s position to that 
“of the minister who exhorts his flock on Sunday to be good people 
the rest of the week, but we have very little means of following up to 
see that they are good people.” ” 

The crux of the whole problem, in his view, was the lack of authority 
to train or prepare for an attack. Pointing out that an Army re- 
quired a command, he said: 


I think to organize civil defense properly, I need some 
pretty broad authority to conduct exercises in America, to 
set standards, to run inspections, to penalize under certain 
circumstances. In other words, you cannot have an army 
unless you have command function, and we are running an 
army without any command function, if you can call it an 
army, and we have not been able to get this Nation ready on 
that basis. It is an utter impossibility. That doesn’t 
mean we have failed in the performance of our duty up to 
this time.® 

At least three points of view are held with regard to the Adminis- 
trator’s authority. 

One is reflected in the testimony of Admiral Radford who stated 
that the concept of the 1950 act “is the correct one” though under 
questioning he thought that the Federal authority might be somewhat 
increased. 

Another is that the legislation is adequate but its full potentialities 
have not been realized. This attitude is reflected in the interim 
report by the Senate Subcommittee on Civil Defense, which concluded 
that the 1950 legislation had not been given a fair test, despite the 
insistence in the report “‘that the Federal Government must assume 
a drastically increased responsibility for the civil-defense program.” “ 

The third point of view, most prevalent, is that the 1950 legislation 


—_— 
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is outmoded and that the Federal Government must assume greatly 
increased authority and responsibilities. 

Every recent major study of civil defense and most witnesses before 
the subcommittee took that position. The reports of the Project 
East River review committee, Commission on Intergovernmental 
Relations, and National Planning Association, all prepared in 1955, 
and a unanimous resolution of the Governor’s conference in 1956, 
strongly recommended a shift in the focal responsibility for civil 
defense from the States and localities to the Federal Government. 

Administrator Peterson made it known to the subcommittee that 
he had a hand in the work of the Project East River review com- 
mittee report, that he voted affirmatively as a member of the Inter- 
governmental Relations Commission, and that the resolution of the 
Governors’ conference was based on his request that they study 
legislative revisions in the act. 

The Administrator said he was convinced that greater Federal 
authority and responsibility are now in order. His position in this 
respect has developed very gradually over a period of several years. 

n June 1953, a few months after taking office, he explained to the 
House Appropriations Committee his concept of civil defense as 
“simply the extension of already existing civic services.” “I don’t 
see anything new in civil defense at all,” he said, noting that the only 
new idea in civil defense as compared to existing Government activ- 
ities is “the idea of the block warden.’’ * 

About a year and a half later (February 14, 1955), he stated to the 
House Appropriations Committee: 


As I go around the country I quite frequently run into 
people who think civil defense is a part of national security 
and therefore should be the responsibility of the Federal 
Government as national defense is its responsibility. I 
have not personally subscribed to that, although a case may 
be made in that direction.” 


Three weeks after that (March 8, 1955) Senator Kefauver asked 
him directly whether the 1950 act should be amended to give the 
Federal Government increased responsibility. Administrator Peter- 
son replied: 


As to the broad question, Mr. Chairman, I should prefer 
to study that further and to consult with others in the 
administration before I should attempt to make such an 
answer.® 


Shortly thereafter (May 18, 1955), he stated to the Senate Appro- 
priations Committee his view that civil defense, instead of being a 
prin ary responsibility of the States and local government, should now 

e shared jointly. In his words: 


The facts of the H-bomb combine to pose problems beyond 


those envisioned when the law was written, and we cannot es- 
cape the conclusion that civil defense has become a joint 
a a pgs 9 a Averett, Hearings on the Supplemental Appropriation Bill, 1954, 83d 
@ fiouse Committee on Appropriations, Hearings on the Independent Offices Appropriation, 1956, 84th 
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responsibility of the States, cities, counties, and the Federal 
Government.“ 


He also stated to the Senate committee: 


I don’t know just what recommendations we will come up 
with, eventually. As a part of the team, my recommenda- 
tions would be made through the proper channels in the 
administration and then to the Congress.* 


A year after that statement (April 17, 1956), Administrator 
Peterson took substantially the same position before this subcom- 
mittee. He said that he was not ready to submit legislative proposals 
to the Congress, but would ask for legislative changes in the 1950 act 
when he chose and through the proper channels.* 

At the same time he said: 


I have done what I could under my responsibilities. It is 
out of my hands. It certainly would not be proper on my 
part to be standing on the corner beating any drums in this 
area for apparent reasons.‘ 


He advised the subcommittee that his staff had made certain recom- 
mendations for legislative and administrative changes. These were 
listed as follows: 


Authority to exercise greater control over the civil- 
defense activities of the States and their political subdivi- 
sions through the increase in Federal grant-in-aid type 
assistance to include contributions toward personnel and 
administrative expenses. 

Authority to exercise greater control over civil-defense 
activities related to metropolitan complexes which include 
more than one State through joint State commissions or 
authorities. 

Incorporation in national programs—such as the construc- 
tion of roads, schools, hospitals, public buildings, and defense 
facilities—of a specific requirement that civil-defense meas- 
ures be observed with respect to provision of shelter, location, 
protective construction, communications, and emergency use. 

Establishment and maintenance by the Fed Govern- 
ment of a nationwide system for monitoring and reporting 
radiological fallout. 

ach ge military assistance to civil defense in an attack, 
comparable to assistance in disaster relief in peacetime. 
Preparation to include: 

(a) The training of regular forces, reservists, and National 
Guard troops in support of civil defense as a task within the 
mili mission. 

(6) The orientation of training of Reserves toward the 
civil-defense support task as well as specific civil-defense 
assignments for individuals and some units based upon pre- 
attack arrangements. Among obvious exceptions would be 
such units as the Air National Guard and antiaircraft units, 
since they have an immediate military mission for defense or 
retaliation. 

44 
vi Sane st s om Appeopeiattons, Hearings on the Independent Offices Appropriation Bill, 1056, 
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The establishment of a new agency of Government 
responsible for all elements of nonmilitary defense including 
civil defense.* 


The Administrator stated that he approved these proposals gen- 
erally, but that they had far-reaching implications with regard to 
Federal enditures and Federal-State relations; consequently he 
would not be in a position to test their practical value until basic 
information was derived from the “survival’’ studies. In his view, 
it was essential to weigh and analyze these proposals as part of the 
“survival planning” p 4 

The subcommittee takes the position that the 1950 civil defense legis- 
lation was outmoded upon its enactment 5 years after atomic bombs 
were dropped on Japanese cities, and 5 more years of weapon advances 
have made it obsolete. The 1950 legislation must be redrafted not 
only to place the basic responsibiltiy for civil defense where it be- 
lon in the Federal Government—but to clarify that responsibility. 

The basic defect in the act, aside from the stated congressional 

licy that primary responsibility for civil defense should reside in the 

tates and local units of Government, is that divided responsibility 
without mandatory obligation is built into the act. Consequently, 
— can be no precise measure of performance and no strict account- 
ability. 

It becomes a matter of decision for the Administrator how far he 
wants to go in exercising his own authority, and how much he is 
inclined to leave to the States and political subdivisions. In exercising 
his responsibility for disseminating warnings of enemy attack to the 
civilian population, for example, the Administrator has decided that 
his responsibility stops at key centers, from which local groups must 
carry on. Even in exercising his planning responsibilities, the major 
effort is left to State and local groups. 

While the subcommittee cannot undertake here to define in detail 
the responsibilities of the Federal Government for civil defense, some 
of these fall readily into place. 

In the first place the Federal agency vested with civil defense re- 
sponsibilities must develop, in conjunction with the military authori- 
ties, a master plan for national defense and for each target area. 

It must assume the major financial burden of a nationwide shelter 
construction program geared to target areas. 

It must insure that warning systems will reach all the people and 
that communications are adequate. 

It must develop effective means of nationwide radiological moni- 
toring. 

It must provide expert instruction and training to Federal, State, 
and local civil defense personnel. 

It must provide timely and authoritative information to State and 
local civil defense officials and to the public. 

It must assist State and local civil defense organizations by con- 
tributing a share of administrative expenses. 

It must have the authority to inspect State and local programs based 
a the provision of Federal funds to assist the administration of 
these programs. 


TT 
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In discharging these and perhaps other important responsibilities, 
the Federal agency must speak with the President’s authority for the 
whole civilian side of the Federal Government in civil defense activi- 
ties, and it must have the requisite authority, status, and prestige to 
command the assistance said resources of other Federal. agencies, 
including the military. 

The subcommittee has no intention of proposing that a vast Federal 
bureaucracy be created to discharge civil defense responsibilities down 
through the States and localities. Nor does it believe that the condi- 
tions of an effective civil defense depend on radical transformations of 
the structure of government below the Federal level. States and local 
units of government have a rightful and important part to play in 
preparing their people to withstand an enemy assault. The subcom- 
mittee insists only that the States and localities not be asked to be 
responsible for, and to discharge tasks beyond their capacity. 

The subcommittee notes in this regard that the Pcmatpiicn on 
Intergovernmental Relations, created by Public Law 109 of the 83d 
Congress, recommended that civil defense be made ‘‘a responsibility 
of the National Government, with States and localities retaining an 
important supporting role;”’ and that the National Government be 
made ‘responsible for overall planning and direction of the civil 
defense effort.’ This recommendation is especially noteworthy in 
that it stands out as a striking exception to the emphasis placed by 
the Commission report on the State and local functions in the 
Federal system. 

In a very broad and basic sense, the Federal Government has a con- 
stitutional responsibility to provide for the common defense and 
protect the people of this country against the threat or the impact 
of nuclear war. The revolution in warfare assigns a new role to 
civil defense and the Federal Government must respond to new de- 
mands and new responsibilities in its age-old task to defend the 
country against its enemies. 


ATTITUDES TOWARD CIVIL DEFENSE 


The testimony before the subcommittee is rife with criticism of 
civil defense in the United States. The deficiencies are ascribed 
variously to inadequacies of Federal legislation making States and 
localities primarily responsible, to the disorganization among Federal 
agencies such as FCDA and ODM, to the shortcomings of FCDA 
leadership or staff, to the lack of military interest in civil defense, to 
the lack of congressional support for FCDA appropriations, to the 
shortcomings of State and local civil defense, to the apathy of the 
— caused either by psychological repugnance to the horrors of 
nuclear war or by a failure of the executive to fully inform and warn 
them of the threat. 

The subcommittee cannot undertake in this report to assess the 
complex factors which contribute to the low estate of civil defense. It 
observes, however, that public apathy, whether real or apparent, does 
not relieve the leaders of Government in the executive branch and 
the Congress from discharging their responsibilities for building an 
effective civil defense as an integral part of the national defense. 

The subcommittee’s own view concerning public apathy is that it is 
too easily used as an excuse for not doing anything about civil defense. 
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The subcommittee does not believe that the American people, fully 
informed and properly warned, would fail to act for their own protec- 
tion or to put forth the necessary effort and sacrifice to obtain the 
protection that can be achieved. 

To put it bluntly, the highest national authorities must regard the 
danger as serious, otherwise one should not expect the public to do so. 

Since the FCDA is the agency vested by law with the duty of in- 
forming the public on civil defense, the performance of that agenc 
and its own evaluation of the nature of the threat must be ainbidieed. 

Dr. Tuve, who is chairman of the committee on civil defense of the 
National Academy of Sciences which advises FCDA, described the 
civil defense program as “fumbling and inconsistent” and bereft of 
public confidence. Of the FCDA administrative leadership he said: 


Governor Peterson is a devoted public servant and a person- 
ally likeable man, but he and his top lieutenants seem to have 
no conception of what should constitute an acceptable per- 
formance by their organization.” 


Administrator Peterson, in his turn, said that Dr. Tuve had only 
secondhand information about the agency and complained about the 
“Delphic oracles” who have sprung up to declaim outside their own 
fields of competence.” 

Dr. Albert W. Bellamy professor of biophysics at the University 
of California, Los Angeles, stated as the final conclusion of his testi- 
mony that “more than 5 years of effort has not produced a set of 
operating plans for war-caused disaster’’.*! 

Representatives of the Naval Radiological Defense Laboratory, 
though like Dr. Bellamy, they carefully refrained from naming the 
FCDA or any other Government agency, agreed that no civil-defense 
system “that will hold up” exists in this country. 

State Senator Miller, of California, reflected the sentiment of most 
witnesses when he said: 


I will say, without equivocation, that it is my firm belief 
that at the present time we do not have a civil defense 
program. During the past 5 or 6 years we have had develop 
across the country a spotty conglomeration of efforts on the 
local levels, all labeled ‘‘civil defense.” ™ 


The most devastating criticism of all was made by General Nelson, 
who, as noted previously, directed both Project East River and its 
reevaluation in 1955 at the Government’s request. He described 
existing civil defense to the subcommittee as ‘ineffective and frag- 
mentary” and “worse than no program at all’. Identifying the 
present civil-defense effort as based on a calculated concept of an 
inadequate and ineffective program, General Nelson stated: 


“* * * Perhaps an extreme way of putting it is to say that, 
under the concept, one considers the nonmilitary defense 
task to be so difficult, complex and expensive that there is 
no practical or effective solution. However, this is not to be 
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admitted publicly but instead an _ ineffective phantom 
program is set up with appropriate individuals and agencies 
to serve as mina, Me if such are needed at a later time. 
Ta A —— the justification for such an attitude is the 
feelinig that for political reasons something must be done, so 
you make a gesture in the absence of any effective program 
or the knowledge of how to undertake them. ® 


General Nelson stated that both the Congress and the Administra- 
tion had failed to answer the crucial questions of civil defense. 

Administrator Peterson was quite willing to acknowledge to the 
subcommittee his agency’s shortcomings in civil defense, stating 
that FCDA saw its problem ‘‘with greater clarity” than did its critics. 
Part of the difficulty he attributed to inadequate staff. The entire 
FCDA staff, he said, was not much larger than a single infantry 
battalion. He pointed to the agency’s inability to recruit a lone 
nuclear physicist. As of January 1956, there was no nuclear physicist 
on the FCDA staff. : 

Witnesses attributed personnel recruiting difficulties to the FCDA’s 
lack of prestige, to the move of the headquarters away from Washing- 
ington, or to the psychological barriers to high-caliber scientific 
employment in this field. 

Other difficulties were ascribed by Administrator Peterson to the 
newness of civil defense and the limited experience of his agency 
(5 years) amidst vast and terrible advances in weaponry, to the 
unwillingness of the Congress to appropriate funds, and to limitations 
of legal authority. He apportioned part of the responsibility for 
present shortcomings to the world at large. Thus, in agreeing that 
“we haven’t developed that capability” (for civil defense), he said: 
“When I say ‘we’, Mr. Chairman, mankind stands before you 
deficient in this respect.” * 

A close reading of Administrator Peterson’s testimony strongly 
suggests that he entertains great doubt about the value of civil-defense 
planning in the face of the high-yield nuclear weapon threat. He 
came out early in his prepared statement with this Soiadatie descrip- 


tion of his occupation: ‘I have been ay ito hell for 3 years.” © 
Later on he said: ‘‘We just are not going to be prepared for that kind 
of a hell.” * 


Although he has issued an impressive-sounding series of thirty-odd 
directives to Federal agencies to carry on postattack planning for 
various medical, welfare and other services, he told the subcommittee 
that a good deal of this was “‘academic.” 

He envisaged a bleak wasteland, with tens of millions of dead and 
injured, the desolate survivors living in the most wretched way, eating 
gruel, covered with rags, sleeping anywhere they can. He insisted to 
the subcommittee that he would not be a party to any pretense that 
America can, “by delegations, and by planning, and by thinking,” 
ready itself for this holocaust by normal peacetime methods. 

All remaining resources after an attack, in his view, would be com- 
mandeered and shared without owner identity in collective misery 
(one might say, “disaster socialism’’). 

53 Subcommittee hearings, pt. 3, p. 670. 
4 Subcommittee hearings, pt. 4, pp. 1431-1432. See also p. 1226. 
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“Tf this kind of war occurs”, Administrator Peterson said, ‘‘* * * 
life is going to be stark, elemeatal, brutal, filthy and miserable.” *’ 
He pad ese up the situation in this sentence: ‘That we are pitifully 
prepared and at the best we will be pitifully prepared.” * At another 
point he referred to “a very nearly ema problem.” * 

We noted earlier that he denied statements by Mr. Taylor of his 
staff and other engineering experts that a shelter program probably 
could save two-thirds of the people in a target area. He also stated 
his “contempt for anybody who attempts to minimize the sheer 
destructiveness and death and desolation that will befall mankind if 
these weapons are dropped.” ® 

The subcommittee observes that State and local civil-defense organ- 
izations tend to emphasize their peacetime disaster work because they 
believe it conduces to greater public acceptance of civil defense. 
While the subcommittee sees some merit in this contention and 
certainly believes that State and local civil-defense units have a useful 
role to perform in peacetime disasters, it would be a serious mistake to 
suppose that a Federal civil-defense agency must “‘sell’” itself on that 
basis. The magnitude and complexity of civil defense against 
enemy-caused disaster are of a quite different order. 

The subcommittee is the last group to minimize or play down the 
horrors and the devastation of nuclear warfare. The FCDA must not 
fall into the error of substituting local disaster planning for a national 
defense plan to cope with nuclear war. The magnitude of the prob- 
lems of such a war is so great when compared with even such devastat- 
ing disaster as the New England floods of 1955, that we must realize 
the greater problem. Local disaster plans must be encouraged but 


never substituted for a modern national defense plan designed to give 
our Nation the best possible chance of survival. 
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ANNEX 


DEVELOPMENT OF SHELTER AND EVACUATION POLICIES 


Early studies of civil defense were more concerned with establishing 
a civil-defense organization than with analyzing the relative values of 
specific civil-defense measures. 

In the Hopley report (1948), shelter as such was hardly mentioned 
and evacuation was regarded somewhat in the “strategic sense” of 
the orderly removal of mothers and children, the infirm and others, 
with essential persons remaining behind.' 

The National Security Resources Board in 1950 emphasized shelter 
protection. For economic reasons it proposed that shelter should be 
provided only in predetermined critical target areas rather than 
throughout the country and that every effort should be made to use 
existing structures.? 

Evacuation was regarded by the Board as one means of mass safety, 
but to be used only as a last resort. While State and local civil- 
defense units were enjoined to include evacuation possibilities in their 
planning, the Board stated: 


Because of its disruptive effect upon organized communi- 
ties and upon the morale of the people, evacuation before at- 
tack should be considered only after all other means of insur- 
ing mass safety have been evaluated. The Federal civil- 
defense agency is not planning for widespread use of this 
method.* 


Legislative bills in the Congress in 1950, based largely on the NSRB 
report, proposing to create a Federal Civil Defense Administration, 
ni a the emphasis on shelter building. During House hearings 
on the 1950 legislation it was stated that ay shelter program was not 
contemplated. The Federal contribution for shelter construction was 
estimated at $1,125 million. Sponsors of the legislation indicated 
that city surveys on exact shelter locations were awaited, but that the 
FCDA (administrative predecessor to the statutory agency) had the 
general areas in mind.,* 

In the House report on the bill the $1,125 million figure for shelters 
was noted as covering a 3-year period ending June 1954.5 

The Federal Civil Defense Act of 1950, signed by the President Janu- 
ary 12, 1951, included in the definition of ‘‘civil defense”’ “‘the construc- 
tion or preparation of shelters, shelter areas, and control centers; and 
when appropriate, the nonmilitary evacuation of civil population.” 

The Administrator was authorized, among other things, to ‘study 
and develop civil-defense measures’ and among these measures was 

1 Civil Defense for National Security, Report to the Secretary of Defense by the Office of Civil Defense 
Plannig (1948), pp. 220, ff. 
060) p. a8. Civil Defense, Executive Office of the President, National Security Resources Board 
<Atease Diesmndtinn on Armed Services, hearings on H. R. 9798, 81st Cong., 2d sess. (Dec. 5, 1950), pp 


7731, 7785-7786. 
$8ist Cong., 2d sess., H. Rept. 3209, p. 19. 
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included ‘‘developing shelter designs and materials for protective cov- 
ering or construction.” 

Further, the Administrator was authorized to make financial con- 
tributions to the States on a matching basis with the proviso that con- 
tributions for shelters and other protective facilities were to be propor- 
tioned among the States according to their urban target-area popula- 
tions. The value of land contributed by any State or locality was not 
to be figured in the State share of matching funds. 

The act barred Federal contributions for dual-purpose shelters but 
authorized the Reconstruction Finance Corporation, upon certifica- 
tion by the FCDA, to make 50-year loans up to $250 million for the 
purpose of aiding civil-defense projects. It was expected that large 
structures having shelter value would be built as underground parking 
garages or other revenue-producing enterprises. 

The subcommittee is advised that except for a few hospitals and 
civil-defense control centers no loan assistance was sought or pro- 
vided under this part of the act. 

Although the law was not explicit on the point, the FCDA early 
took the administrative position that no Federal contributions would 
be made to States for shelter construction unless these would be 
public shelters. However, Federal grants, like the loan feature, have 
remained a dead letter. ‘The Congress provided no funds for helping 
the States build shelters. 

The first FCDA Administrator, Millard Caldwell, in his first 
appearance before the House Appropriations Committee on March 
16, 1951, indicated that large, deep community shelters, if contem- 
plated in the act, had been abandoned. Emphasis was to be placed 
on use of existing structures. Administrator Caldwell said: 


There was much thinking over the country until the last 
few months that deep community shelters would be the 
only means of protecting large segments of the population. 
The Federal Government, the governors of the Seates, and 
many responsible poopie have given a great deal of thought 
to it, and all of us have concluded that any large, deep com- 
munity-shelter program is not feasible for a number of 
reasons. In the first place, we will probably not be able to 
give adequate warning to all the people who could get in 
such shelters. In the second place, it will take too long to 
construct them. In the third place, they will use too 
much in the way of labor and critical materials, steel, and 
concrete. Therefore, new emphasis must be put on making 
the most out of whatever we have wherever we find it, 
identifying those places that are relatively safe such as the 
basements of reinforced concrete buildings, and then iden- 
tifying those places which can be made fairly safe by shoring 
up. They are available now. We cannot wait for the 
deep-shelter program.® 


Administrator Caldwell indicated that estimates for shelter costs 
were difficult to make, but that those prepared in connection with the 
1950 act were “not too far wrong.” He then pointed out “that we 
will transfer considerable of the emphasis which was then placed on 
deep shelters to what we may call surface shelters, the shoring up of 


* House Committee on Appropriations, hearings on the third supplemental appropriation bill, 1951, 82d 
Cong., ist sess., p. 589. 
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ore and buildings generally to take the principal part of that 
Oo Hh 

He agreed with the Appropriations Committee chairman, Mr. 
Cannon, “that there has been considerable revision in plans and esti- 
mates since this evidence was submitted to the Armed Services Com- 
mittee because the great bulk of the Federal expenditure at that time 
was to be invested in shelters.” The policy now, said Administrator 
Caldwell, was “Instead of digging a hole in the ground and pouring it 
full of concrete we are now going to try to bring the existing buildings 
up toa standard. This we understand is almost equally expensive.” * 

In other words, the shelter concept had changed from below ground 
to above ground, but the costs would not be materially lessened. 

At this point Administrator Caldwell cited the figure of $3 billion 
as the probable cost of protecting 1 percent of the people if they were 
put in deep community shelters (making $300 billion for 100 percent 
protection). He added: 


It is a fantastic sort of a thing. There is not enough labor, 
steel, or concrete in the country to doit. Sowe think we had 
better emphasize this other type of shelter and devote more 
time to training the people in what to do and how to do it 
rather than digging holes in the ground.’ 


The sum of $250 million was requested for shelters, but James J. 
Wadsworth, then Acting Deputy Administrator, admitted FCDA 
really did not know what it wanted to do with that sum. However, 
FCDA felt that it needed the money as inducement to the States to 
come in with shelter plans. Mr. Wadsworth made it plain that this 
estimate was only a small part of shelter costs. He said that indi- 
vidual cities would make surveys under Federal guidance, and he 
expected the individual surveys to take 3 weeks." 

Administrator Caldwell again appeared before the House Appropri- 
ations Committee on July 30, 1951, in connection with the supple- 
mental appropriation bill for 1952. He said he anticipated that a 

eat number of people would be sheltered in existing structures: 

rst, in those that did not need modification; net in those needing 
only minor modification; and finally in those which would require 
major modification. He made the point that the more shelters 
built, the less the need for medical supplies, because the casualties 
would be reduced." 

Mr. Cannon said he was under the impression that Administrator 
Caldwell, on the basis of previous testimony, had considered communal 
shelters impractical, since they would serve people only nearby and 
would be prohibitive in cost. Mr. Wadsworth, then Deputy Ad- 
ministrator, said that FCDA did not intend to abandon the communal 
shelter, that earlier it had asked for funds to survey and find out 
exactly where to set up shelters of the kind that would prove adequate, 
and also to find out what existing buildings could be used for shelter 
purposes. 


7 Tbid., p. 591. 

8 Tbid., p. 591. 

§ Thid., 9 592. Administrator Caldwell indicated at a later date that the figure was applicable to much 
more than shelters. At the Senate Appropriations Committee hearings on the third supplemental appro- 
priation bill, 1951, he said on April 23, 1951, that “a full civil-defense program of ultimate capacity would 


eost $300 billion. This would include relocation and yl ty meme eet Peg Free hg 
pte ng ee yy Lee py lated at this time”’ (p. 682). That total he as “‘a fantastic, im 
le figure.”” He expressed a for a reasonable program. 
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Mr. Wadsworth said that FCDA had “very definitely abandoned 
the thought of very large mass deep shelters.’ He still believed, 
however, that community shelters that could each serve hundreds of 
people still would be feasible. These would accomodate 200 or 300 
people. He estimated that new communal shelters were needed for 
15 million people, as contrasted with the use of existing structures 
for 16 million people. The per capita cost of construction of those 
shelters he put at $90; that was on the basis of $15 per square foot. 
The FCDA estimate for shelter requirements was $250 million as a 
starter.” 

Construction of shelters in the larger cities, Mr. Wadsworth 
indicated, would be a 100 percent city responsibility. He said that 
the Bureau of the Census had a study underway to determine where 
shelters should be located. Local authorities were said to be cooperat- 
ing in the surveys. 

Apparently convinced that FCDA did not have enough supporting 
information to justify the appropriation of shelter funds for a contri- 
butions program, the House committee denied the request. Adminis- 
trator Caldwell renewed his plea before the Senate Appropriations 
Committee on September 12, 1951, and explained how the shelter 
program was to be approached. He said in his prepared statement: 


The shelter program has been the subject of a great deal 
of misunderstanding and misinterpretation. It has not been, 
and will not be, the intent of this Administration to invest 
shelter funds in a program of deep holes in the ground. 

The shelter program presented by this Administration is 
economical because it is devoted to making use of existing 
facilities. The three phases of the shelter program as 
currently presented are: (1) six and one half million dollars to 
make surveys in the target cities throughout the country 
for the purpose of identifying those existing buildings which 
are suitable for shelter. Designation of such buildings as 
shelters alone can save many thousands of lives and markedly 
reduce the number of living casualties who would require 
assistance, (2) after the survey has been made, a percentage of 
the buildi found unsuitable for shelters could be made 
suitable with minor alterations, (3) the Federal Civil Defense 
Administration will provide technical assistance for the 
baiting ot a limited number of group shelters in those areas 
where skilled industrial personnel have absolutely no shelter 
in case of attack. 

The purpose of a shelter is to save lives, and we can do so 
at a very low cost per person. Shelters are a part of a bal- 
anced civil-defense program. If you don’t have shelters, 
the consequences in the event of an attack will be twofold: 
(1) A substantial loss of life in many cities which could have 
been gaps and (2) many thousands more living casual- 
ties than now anticipated and provided for. This will neces- 
sitate additional funds for medical supplies, equipment, and 


civil-defense services of every type at the Federal, State, and 
local levels.” 


2 Thid. 671-672. 
se Senate Commitice on Appropriations, hearings on supplemental appropriation bill, 1952, 82d OCong., 
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Again he said: 


In striking out all of the funds for the shelter program, the 
implication was made that further study and analysis was 
necessary before ST program could be undertaken. 
It is true that the Administration does not have every answer 
to every posse question that may be raised regarding 
shelters. owever, there is sufficient information available 
to establish certain minimal requirements, and when followed, 
would produce some shelter for the masses of people found 
in the population density centers within critical target areas. 
This is an area where we can all learn by doing, and no 
amount of drawing-board technique is going to provide better 
answers than those gained in experience through application 
of present knowledge." 


In subsequent discussion it was indicated that the total shelter 
program spread over a 3-year period would amount to $865 million 
in Federal contributions. Of this, $190 million would be devoted to 
modification of existing structures. Surveys and the identifying of 
existing safe structures to house 2 or 3 million people of critical target 
areas would cost $6% million.” 

Having failed to obtain congressional funds for matching shelter 
grants to the States, Administrator Caldwell tried again the following 
year. He reported to the House Appropriations Committee on June 
12, 1952: 


We will complete shelter surveys in major cities and match 
funds with the States for the minor modification of existing 
structures to provide shelter for more than 15 million people."® 


He deplored the lack of support for a shelter program, saying that 
World War II had proved the value of such a program. ‘We can 
locate or prepare simple, inexpensive shelter for 30 million Americans 
who will need it if an attack comes.” ” 

Administrator Caldwell restated his proposal for a three-phase shel- 
ter program: (1) Engineering surveys to locate and mark adequate 
existing shelter and to identify buildings which can be made adequate 
by practicable modifications; (2) completion of the modifications indi- 
cated by the surveys; (3) construction of simple group shelters—not 
mass shelters—to meet the deficiency. 

He proposed $250 million in Federal funds in that year (1952) to 
be matched by State and local contributions. The shelter program 
was described as essentially the same as the preceding year’s. The 
estimate of $250 million he regarded as a minimum, to cover the first 
and he my phases, providing shelter for an estimated 15 million 
people. 

When asked to explain how that figure was established he said that 
it “is a more or less arbitrary figure to start with.”’™ 

In July 1952 (still in the nominal bomb era), Project East River, 
considered that FCDA’s total projected costs of $1.8 billion for shelters 
(half to be financed by the States), as worked out with the help of 

1 Tbid., p. 664. 


16 Thid., p. 678. 
% House Committee on Appropriations, hearings on the supplemental appropriation bill, 1953, 88d Cong., 
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Lehigh University, probably were excessive. On the basis of Boston 
and Ree York surveys, Project East River believed that minor modi- 
fications could be made in existing buildings at a cost of $5 per person 
or about $1 per square foot of shelter space. Use of existing structures 
was emphasized; massive communal centers were opposed. The 
lifesaving potential of shelters was put at 75 percent.” 

Project East River recommended that the CD A-sponsored survey 
of shelters in existing structures be completed and that ‘a study 
should be made of the cost and feasibility of a comprehensive shelter 
program to provide a reasonable level of protection for those within 
vulnerable urban districts.” * 

Little was said in the Project East River reports about evacuation 
as a civil-defense measure. A great deal of emphasis was placed on 
industry and population dispersion to reduce urban vulnerability. 

Governor Peterson took office as Administrator of FCDA on Feb- 
ruary 20, 1953, and on June 4, 1953, he made it known to the House 
Appropriations Committee that he heartily endorsed their refusal to 
vote funds for a mass-shelter program. He suggested that families 
and individuals build their own shelters. Observing that the growing 
threat of bigger bombs, deadlier weapons and new means of developing 
them posed new and greater civil-defense tasks, he said: 


On the other hand, I believe one of the programs previously 
recommended was wisely voted down by the Congress. 

I particularly have in mind the repeated requests which 
you received for $250 million for large public shelters. You 
will find no such request in this budget for a very sound 
reason. The vast improvement in the destructive power of 
nuclear weapons could turn such public shelters into death 
traps in our large cities. Our research in this whole public- 
shelter area is inadequate and too incomplete at this time for 
me to ask you to invest that kind of money in large public 
shelters. 

Make no mistake, however. The need for individual and 
family-type shelters in our target areas has been solidly 
proven the recent Nevada tests and our agency is now 
embarked upon a program to encourage the use of such 
shelters by individuals and families in our target areas.” 

Again he said: 

No funds are requested for a public-shelter program in 
this budget despite the fact two States have submitted 
budget plans for modification of existing structures to 
provide public shelters. We are reevaluating the entire 
shelter program in light of recent weapon developments, 
new estimates of warning time, and various tests and studies 
affecting shelter requirements. There are so many factors 
still to be studied that I do not honestly feel we can ask 
congressional support of a public-shelter program at this 
time. 


® Reduction ofurban vulnerability, pt. Vofthe Report of Project East River, July 1 15, 52, 88, 90. 
General report, pt. I o raeei Proiect Heat River: Onccker 100 p. 6h —_- . 
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And again he said: 


You will notice that in this program we have not asked 
the Congress for $1 for the shelter program. I think the 
agency got off to a bad start, and not necessarily through 
fault of the agency, in all of the talk that went on in America 
back in 1950 about the necessity for going under the ground. 
It is true that we could go under the ground far enough to 
escape the effects of an atomic attack. But the cost would 
be billions of dollars, and more important than that, or 
equally important with that, we have not done enough 
research to know how sensible it is to attempt to go under 
the ground, particularly in our big cities.” 


He pointed out that the State of New York had asked FCDA for 
$7% million of matching money to spend $15 million for plans already 
worked out to utilize the New York subway systems for shelter 
purposes. He added: “I could not, in good conscience, recommend 
$1 for that.” 

He went on to declare there was insufficient research and lack of 
knowledge about atomic bomb effects and stated: ‘In other words, 
we just do not know enough about it, so we are not asking the Congress 
for one dime.”’ He went on: 


It might surprise you to have anything said that was good 
about the Congress. I know it used to surprise me to have 
something good said about a governor, but I think the Con- 
~~ was absolutely right when it refused to appropriate a 

ollar for the mass-shelter program. 


I want to say that time may indicate, in the future, the 
necessity for some pe ably. | in this field; in other words, I 
1 


would not want to close the door, because this is a matter 
oat engineers, scientists, and experts will have to speak 
about. 

But as of today, your action in cutting out the shelter 
program, in my judgment, has been well substantiated. I 
am not saying, now, that we do not need family-type shelters. 
The experiments in Nevada have shown conclusively that 
any family is wise if it creates a shelter in the basement, 
possibly just a lean-to shelter against the cellar wall, by 
throwing some rough boards up against the wall, or by 
building a box-type shelter at the least possible cost, or by 
building a more elaborate concrete shelter, if it cares to, out- 
doors or a slit trench. Experience has shown those things 
will save lives. 


Three years later, Administrator Peterson stated to this subcom- 
mittee that his predecessor, Mr. Caldwell, had presented “sensible 
plans” to the Congress which were rejected, and that if he had to 
judge who was more right he “would be inclined to go along with 
hoc Caldwell rather than the Appropriations Committee.”’ 

e added: 


8 Tbid., p. 228. 
% Ibid. 
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I assume the record is pretty clear as to the requests he 
made before the Congress, including those for the shelter 
program which was turned down by the Congress in the most 
cavalier manner, turned down very quickly and pointedly. 
He wasn’t given much of a show. I don’t think anything 
is to be gained in trying to assess any blame between the 
Congress and the administration. I think this is a field in 
which both administrations and the Congress and the Ameri- 
ean people have all been slow to awaken to the seriousness 
of the problem.” 


Although Administrator Peterson had praised the Congress for 
turning down his predecessor’s shelter request, he stated to this sub- 
committee : 


I don’t think there is any question but had that shelter 
program been begun it would have been of some value to us 
today. It is true had those shelters been built at that time 
they would not have been built to the standards we see neces- 
sary today, but I think any shelter would have been better 
than no shelter, and it may be that we would even have lost 
some money in the process of the construction of the shelter 
program offered in 1951, 1952, and 1953.” 


He then reflected that perhaps the Congress in refusing to vote 
funds for shelter in 1951 and 1952 may have saved the American 
people some money and permitted evacuation to work since ‘“evacua- 
tion is a sound tactic until the day that the ICBM elimmates warning 
time.” 

Mr. Taylor of the FCDA staff described the shift in emphasis to 
family shelters in this manner: 


After all three (appropriation) requests were denied, from 
then on our only recourse has been to try to sell the program 
on a do-it-yourself and pay-for-it-yourself basis. This has 
not met with much success.* 


On April 27, 1954, Administrator Peterson stated to the House 
Appropriations Committee that “this budget we are submitting to 
you today is based on the philosophy of the concept of evacuation”’. 
He also stated that in order to evacuate cities, warning time of 2'to 6 
hours was nec : 

A day later he said to the Senate Appropriations Committee that 
the alternatives in the face of the hydrogen bomb threat were “die, 
dig, or get out’. Based on the Swedish and Swiss experience in 
underground shelters, he thought that was “s perfectly feasible 
mpprons ” except for the enormous cost. 

e added: 


However, we have not proposed it in the United States 
because if we were to put all the people of the United States 
into comparable shelters, we would have to go down in the 
ground 100 or more feet, we would have to build concrete 


% Subcommittee hearings, pt. 4, p. 1210. 

% Subcommittee hearings, pt. 4, p. 1210. 

® Subcommittee hearings, pt. 4, p. 121 

% House Committee on A hearings on the supplemental appropriation bill, 1955, 83d Cong., 
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81338—56——7 








H 
' 

















ANE AET ANCONA HOH No CNR FE CIE PEN NOS on AEH 





€IVIL- DEFENSE FOR NATIONAL SURVIVAL 


Pe ee gas catacombs. The cost would be untold billions of 
ollars. 

Instead of that, we have proposed to evacuate the people 
from the cities and our policy now is approved by the highest 
np er in the w operas ranch. aig 

ur policy is assuming adequate warning time. e hope 
that within 24 to 30 months, plus or minus, the Air Force 
will have completed the detection system that it is now 
working on, to the point that it can give us warning of 2 or 3 
or 4 hours, of approaching enemy airplanes.” 


On February 14, 1955, Administrator Peterson emphasized to the 

House Appropriations Committee that the — in the destructive 
— ydrogen weapons made evacuation the only alternative. 
e said: 


In the light of destructive forces severa] hundred times 
more powerful than the bomb which exploded over Hiro- 
shima, we evolved the policy of evacuation in our cities. 
There was no alternative. Noone near the point of release of 
this terrific force can survive. 

Civil defense was flexible enough to shift its planning to a 
policy of evacuation, now some 2 years old. The acceptance 
of page ang is increasing rapidly throughout America as 
cities take steps to make it. operational.” 


The fallout danger, Administrator Peterson assured the Appropria- 
tions Committee, did not outmode civil defense but only imposed new 
duties and required a modification of evacuation plans to provide 
shelter for evacuees." 

A few months later Administrator Peterson explained to the Sen- 
ate Appropriations Committee why the President had requested addi- 
tional unds for evacuation routes. He stated: 


Now, the first thing we want to know, and the reason the 
President made this request, is to find out what percentage 
of the people in each of these large cities of America must be 
moved out to escape this situation that means death. What 
percentage must we move out? That permits us to know 
what percentage can do nothing better than to dig a back- 
yard shelter and stay in town. 

When we know that, we can come to the Congress and ask 
for enough money to build reasonable shelters along the 
highways to protect the people. 

7 personally will not come to Congress, Mr. Chairman, to 
ask for money until we have made studies, until we have re- 
moved the guesswork. One gets into a ludicrous and in- 
defensible position otherwise.™ 


In the interval, Administrator Peterson further explained to the 
Senate Civil Defense Subcommittee his views on evacuation and shel- 


oat A cee > ~ ame on Appropriations, hearings on supplemental appropriation bill, 1955, 83d Cong., 
® House Committee on Appropriations, hearings on the independent offices (FCDA) appropriations 
for 7 Cong., ist sess., p. 375. 


% Senate Committee on Appropriations, bearings on independent offices appropriations, 1056, 84th 
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ter. He said he first started talking publicly about evacuation in June 
1953; agreed that future planning in the field of civil defense must be 
predicated upon evacuation; and observed that it “fits in very nicely” 
with the President’s highway program. Several studies had convinced 
him that evacuation of cities was feasible and could be accomplished 
and must be done to save people who otherwise would be burned or 
blasted to death by nuclear weapons.* 

Noting that Dr. Libby in December 1954 had suggested that one 
of the best protections against radioactivity was to “create a foxhole 
and curl into it,’”? Administrator Peterson people not to wait for 
a Government shelter program but to build backyard or basement 
shelters if they lived 15 miles from a probable target area. He ex- 
pressed the opinion that 20 to 25 percent of the people in the great 
metropolitan areas should never move onto the highways in case of 
attack but should stay in their own shelters. Remaining in such a 
shelter would be his personal preference.” 

In advocating that people dig their own shelters, Administrator 
Peterson said that he believed ‘in approaching the problem from the 
ground up, and I mean that in no sense as a pun, but in taking the most 
economical and easiest way.’’* 

Administrator Peterson then outlined his ideas for providing shelter 
along evacuation routes. As the cheapest way, outside of using barns, 
houses and other existing structures, “‘it woul be my plan to employ 
trenching machines and go along the public highways and dig miles of 
trenches 2 feet wide and 3 feet deep which can be dug at the cost of 
about 25 cents a running foot, and place people in those shelters.’’ 
Covering the top of the trenches to protect against radioactivity 
raised a difficult problem, he said, perhaps boards covered with a foot 
or more of dirt or possibly tar paper could be used. 

He-said that the FCDA had no plan for using trenching machines 
or acquiring space along the public highways since civil defense is 
primera a State and city responsibility and he had “no doubt that 
the civil-defense people in the States will find it entirely possible to 
a such a sa we rl asi 

a more costly alternative to an emergency ‘pee: of this type, 
Administrator Peterson suggested that miles of concrete pipe, 4 or 
more feet in diameter, be placed along the highways and be covered 
with 3 feet of dirt. He estimated that some 25 million people might 
be required to accept such cover and that costs might run $40 per 
person or about $1 billion. 

Finally he su ed as the most expensive and much more com- 
fortable type of shelter, light concrete structures reinforced with steel 
and covered with 3 feet of dirt. These would be surface buildings 
built. on the highways or on private properties. The cost here he put 
at “several billions of dollars.” * 


On June 29, 1955, Administrator Peterson presented to the House 
Appropriations Committee the budget justification for the aforemen- 
tioned Presidential request for funds to finance evacuation feasibility 
studies. He proposed a no-year appropriation of $10 million “for 
surveys and devlopment or evacuation plans,” $2 million for related 
oper Tid ache ea! sepibssy ita is A 
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research and some $3 million for other Federal agencies performing 
delegated FCDA functions. In his introductory statement he said: 


The Federal Civil Defense Administration is responsible 
for preparing national plans and programs. To carry out 
that responsibility, this Administration erepanse a survey, 
plans, and research program which will furnish evacuation 
plans for critical target areas. This program will assist this 
Administration in determining the needs for shelter incident 
to evacuate plans and will provide for research to determine 
the best taeda of carrying out the civil-defense evacuation 
and shelter program.™ 


The appropriation request included an item of $35,000 for shelter 
research, and the justification was as follows: “This is primarily a 
review of past studies and ongoing atomic research to determine opti- 
mum relationships between blast, thermal and radiation protection 
afforded by various degrees of shelter and cover.” ® 

Administrator Peterson restated his view that evacuation was the 
only alternative since the advent of the multimegaton hydrogen bomb. 


The casualties in an attack with such weapons is horrible 
to contemplate. In the absence of a complete dispersion of 
our great productive and population centers, the only possible 
safety for the people in our target cities lies in preattack 
evacuation. Shelters cannot be constructed to withstand 
the effects of the bomb at, or near, ground zero, however, 
and any program to construct complete shelter facilities 
would run into untold billions of dollars. This, then, Jeaves 
us with no reasonable or practical alternative to evacuation, 
at least from the areas of probable severe damage. The tre- 
mendous investment now being made by the Air Force in 
early warning devices indicate strongly that sufficient time 
will be available for evacuation, if our cities can develop the 
capacity for making it work.” 


Administrator Peterson said that on the basis of the “‘best informa- 
tion” he had, 4 to 6 hours of warning time reasonably could be ex- 
pected when the DEW line was completed. The ICBM would present 
a wholly different problem, he said, but it was in the uncertain future, 
and he “felt that the evil of today is sufficient in this business, and if 
we could work out plans which would stand firm for a period of years, 
until the time that an intercontinental ballistics missile possibly 
comes into being, we would have made a gain’. 

Again he said: 


I personally, while accepting the responsibility of this 
work, will not ask the Congress for any money for a shelter 
rogram until we have made these studies which would 
indicate what a logical request would be. In other words, 
I do not want to be in the position of asking for money 
which I cannot justify.” 
House Cements on Appropriations, hearings on supplemental appropriation bill, 1956, 84th Cong., 
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In November 1955 the Project. East River review committee pro- 
posed a balanced program of shelter and evacuation, with continued 
efforts in the direction of dispersing industry and population. Evacu- 
ation as a single civil-defense measure, in the opinion of the review . 
committee, had become largely apmpanagesble because of the greatly 
extended metropolitan areas which would have to be evacuated and 
of the potential fallout hazard over parts of the country. 

In January 1956 the FCDA evaluated the Operation Alert 1955 
civil-defense exercise and, among other things, concluded that evacua- 
tion is the only answer to thermonuclear warfare, Noting that the 
evacuations were simulated and the estimated saving of lives “highly 
theoretical,” the FCDA evaluation added: 


At the same time, the fact that this number of cities even 
assumed that they would evacuate their people demon- 
strated the widespread acceptance of the evacuation concept. 
Mayers, governors, and civil-defense leaders throughout the 
country are rapidly being convinced that despite the awe- 
some problems involved in moving whole populations and 
providing for their care, there is no other answer to the 
threat of attack on our cities with high-yield weapons. 

FCDA is making every effort to help the States develop 
sound evacuation plans. A great stimulus to this planning 
will result from the data made available by the surveys 
and studies made possible by the recent appropriation of 
about $10 million for these purposes by the Congress. 


The studies referred to above are analyzed in the main body of 
this report. 


Last or Witnesses at Civit Dsrense HEARINGS 
(Alphabetically arranged) 


Abramson, Leon, acting mayor, Baltimore, Md. 

Adams, Col. James Y., Chief, Plans and Operations, Headquarters, 
Sixth Arm 

Aitken, H. L., Executive Assistant Administrator, Federal Civil 
Defense Administration 

Allen, Niel R., chairman, civil-defense committee, American Legion 

Andrews, Dr. Howard, National Cancer Institute, Department of 
Health, Education, and Welfare 

Anthony, S. A., president, Civil Defense Research Associates, New 
York Cit 

Archambault, Raoul, Jr., General Counsel, Federal Civil Defense 
Administration 

Ballantyne, Thomas R., director, Onondaga County (New York) 
civil defense 

Bannister, Phoebe, Bureau of Public Assistance, Department of 
Health, Education, and Welfare 

Barnard, O. G., civil defense organization, Baltimore, Md. 

Barton, Frank W., secretary, Council of National Defense, American 
Medical Association, Chicago, Ill. 
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Bascom, Willard, advisory committee on civil defense, National 

Academy of Sciences 

Baxter, Tom, American Broadcasting Co., and conelrad supervisor 

“for Los Angeles area 

Beers, Col. Barnet W., Office of the Assistant Secretary of Defense, 
Manpower, Personnel and Reserve 

Bellamy, Dr. Albert W., University of California, Los Angeles 

Benham, Edward, security chief General Electric 

Bennett, Dudley J ., Onondaga County (New York) civil defense 

Berhner, Dr. Lloyd V., president, Associated Universities, Inc., mem - 
ber, Project East River Review Committee 

Berry, Lewis, Deputy Administrator, Federal Civil Defense Admin- 
istration 

Blackburn, Schuyler C., civil-defense organization, Baltimore, Md. 

Blume, Norman i. Wisconsin Office of Civil Defense 

Bowman, H. L., Division of Biology and Medicine, Atomic Energy 
Commission 

Brinkman, William, assistant civil-defense director, city of Detroit 

Burgess, Hon. Carter L., Assistant Secre of Defense, Manpower, 
Personnel, and Reserves, Department of Defense 

Burke, Adm. Arleigh A., Chief of Naval Operations 

Burtt, Dr. Benjamin P., department of chemistry, Syracuse University 

Byrnes, Horace F., former pilot project, Nassau County, N. Y. 

Callahan, Alfred, general counsel, New York State Department of 
Civil Defense 

Carleton, Don E., director, Milwaukee Civil Defense Administration 

Carmichael, P. A., Bureau of Public Roads, Department of Commerce 

Carnachan, George W., civil-defense coordinator, County of Mil- 
waukee, Wis. 

Chapman, John P., Office of the Administrator, Housing and Home 
Finance Agency 

Christian, D. E., Office of the Secretary, Department of Labor 

Christopher, Hon. George, mayor, city of San Francisco 

Cobo, Hon. Albert E., mayor, city of Detroit 

Cohen, Edward, Amman & Whitney, consulting engineers, New York 

Colgrove, Jacob B., office of civil defense, city of Los Angeles 

Condon, Maj. Gen. Robert E. (retired), head, New York City Office 
of Ciyil Defense 

Conley, Lt. Col. Victor G., Office, Deputy Chief of Staff for Military 
SS at a Department of the Army 

Cook, Rear Adm. A. G. (retired), Director, San Francisco Disaster 
Council and Corps 

i Capt. J. D., Department of the Air Force 

Corsbie, R. L., Division of Biology and Medicine, Atomic Energy 
Commission 

Costigan, James J., New York City Office of Civil Defense 

Crane, Frank, president, Southern California Broadcasters Association 

Crayton, Lt. Col. Robert, Office, Deputy Chief of Staff for Military 
Operations, Department of the Army 

Cronin, Dr. Walter L., Cambridge, Mass. 

Cronkite, Dr. Eugene P., Medical Department, Brookhaven National 
pean ge & 

Curtiss, C. D., Commissioner, Bureau of Public Roads, Department 
of Commerce 
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Davis, J. J., United States Weather Bureau, Department of Commerce 
Davis, Col. Lee J., 28th AAA Nike Group 
Dearing, Dr. W. Palmer, Public Health Service, Department of 
Health, Education, and Welfare 
Dice, George, Department of Agriculture 
Drake, Harold G., region IV, Federal Civil Defense Administration 
Dunham, Dr. Charles L., Director, Division of Biology and Medicine, 
Atomic Energy Commission 
Dyer, Thomas H., Onondaga County Board of Supervisors (New York) 
Easton, Bruce, Department of Agriculture 
Earl, Howard, Director, Disaster-Civil Defense Authority, county of 
Los Angeles, Calif. 
Eicholzer, Albert J., chief engineer, WSYR, Syracuse, N. Y. 
Engle, Lavinia, Social Security Administration, Department of Health, 
ducation, and Welfare 
Engquist, Col. M. J., Headquarters, Sixth Army 
Evans, William, Deputy Civil Defense Director, Wayne County, Mich, 
Fairman, Prof. Charles, professor of law, Harvard Law School 
Fallon, Hon. George H., Congressman, Fourth Congressional District 
of the State of Maryland 
Farrell, Thomas J., San Francisco Disaster Council and Corps 
Ferguson, Alec, Civil Defense Senior Attack Warning Officer, 32d Air 
ommand 
Fitzgerald, J. Edmund, American Machine & Foundry Co. 
Fitzpatrick, John W., Deputy Director of Civil Defense, State of 
Wisconsin 
Flemming, Dr. Arthur S., Director, Office of Defense Mobilization 
Fogle, Lt. Col. George, Headquarters, Second Army 
Fondahl, John E., Director, District of Columbia Civil Defense 
Organization 
Friedel, Hon. Samuel N., Congressman, Seventh Congressional Dis- 
trict of the State of Maryland 
Gallagher, Gerald R., Assistant Administrator, Technical Advisory 
Services, Federal Civil Defense Administration 
Gallagher, Hubert, Assistant Administrator, Field Relations, Federal 
Civil Defense Administration 
Garrett, Ralph L., Director, Welfare Office, Federal Civil Defense 
Administration 
Gault, Col. Jack C. (retired), executive director, Cincinnati-Hamilton 
County Civil Defense Organization 
Gentry Dr. John T., district State health officer, Syracuse, N. Y. 
Glass, Dr. H. Bentley, Johns Hopkins University; member, Genetics 
Committee on Effects of Atomic Radiation, National Academy of 
Sciences 
Gold, T. S., Assistant to Under Secretary, Department of Agriculture 
Grant, Thomas, lieutenant, Michigan State Police 
Grey, Shelby T., Food and Drug Administration, Department of 
ealth, Education, and Welfare. 
Griffin, John E., acting director, Michigan Office of Civil Defense. 
Grinwis, Gordon, Michigan State Police 
Haddaway, E. D., eant, Maryland State Police 
Harriman, Hon. Averell, Governor, State of New York 
Harris, Innis, Deputy Assistant Director, Office of Defense Mobiliza- 
tion 
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Hausauer, Maj. Gen. Karl F. (retired), chief of staff to the Governor 
and commanding general, New York National Guard 

gras. Clare, Assistant Chief, Forest Service, Department of Agri- 
culture 

Hennessey, Joseph, assistant director, New York State Department 
of Civil Defense 

Hill, Dr. Albert G., Massachusetts Institute of Technology; chief sci- 
entist, Weapons System Evaluation Group DOD; formerly Director, 
Project Lincoln 

Hinners, Capt. Robert A., commanding officer, United States Naval 
Radiological Defense Laboratory 

Hohmann, Arthur C., deputy chief, Los Angeles Police Department 

Horton, Burke, Plans and Readiness Area, Office of Defense Mobiliza- 
tion 

Hospital, Gen. Ralph (retired), president, Civil Defense Directors 
Association, State of New York 

Hozier, Dr. John B., Public Health Service, Department of Health, 
Education, and Welfare 

Hubbard, Hon. Orville, mayor, city of Dearborn, Mich. 

Huebner, Maj. Gen. C. R. (retired), Director, New York State Depart- 
ment of Civil Defense 

Hurt, T. Yale, Assistant Director, Los Angeles Basin Area Survey 

Israel, Brig. Gen. Robert S., jr., commanding general, 32d Air Com- 
mand, Hancock Field 

Jarchow, Alfred W., Director, Appraisal and Mortgage Risk Division, 
Federal Housing Administration 

Jeffus, Col. John H., acting commander, 27th Air Division (Defense), 
Norton Air Force Base, Calif. 

Johnson, Col. Harold S., USA (retired), director, Sonoma County Civil 
Defense and Disaster Council, California 

Johnson, Col. Ralph, Plans and Operations, Fort GeorgeG. Meade, Md. 

Keenan, E. L., Deputy Director, Bureau of Employment Security, 
Department of Labor 

Kelly, Harold F., chief, Syracuse, N. Y., Police Department 

Kendall, Charles H., General Counsel, Office of Defense Mobilization 

Killian, Dr. James R., Jr., president, Massachusetts Institute of 
Technology 

por nce Martin D., Office of Chief of Engineers, United States 

saad 

Kni ht Hon. Goodwin J., Governor of California 

Koebel, Ralph, Office of General Counsel, Department of Agriculture 

Koob, _ Col. W. K., Jr., Continental Army Command, Fort Mon- 
roe, Va. 

Kullenberg, Leslie L., Emergency Operations Office, Federal Civil 
Defense Administration 

Lapp, Dr. Ralph E., nuclear physicist, Washington, D. C. 

Larke, Thomas, Jr., San Francisco Disaster Council and Corps 

Lastner, Frank J., county commissioner, Prince Georges County, Md. 

Levine, Murray S., attorney, New York City 

Lewis, R. H., Bureau of Labor Statistics, Department of Labor 

Libby, Dr. Willard F., Commissioner, United States Atomic Energy 
Commission 

— Col. Julian B., commanding officer, Fort George G. Meade, 

d. 
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Lipscomb, Col. Thomas H., Military Plans, OCE, United States Army 
as Corbett, assistant director of civil defense, Los Angeles County, 
‘a 


Low, Vice Adm. Francis S., commander, Western Sea Frontier, 
United States Navy 

Lowell, Stanley H., assistant to Hon. Robert F. Wagner, mayor of 
the city of New York 

Ludington, Dr. John R., Office of Education, Department of Health, 
Education, and Welfare 

Lueth, Dr. Harold C., member of council of national defense of the 
American Medical Association 

eo Richard F., director of civil defense, city of Los Angeles, 

alif. 

Machta, Dr. Lester, United States Weather Bureau, Department of 
Commerce 

Marsh, Maj. R. A., Department of the Air Force 

Martin, Capt. W. R., Office of Chief of Naval Operations 

Matteson, Lt. Col. Orbil V., Office of Deputy Chief of Staff for 
Logistics, Department of the Army 

Matthews, .Frederick S., deputy director, State civil defense agency, 
Maryland (on behalf of Governor McKeldin) 

McCormick, Ray J., assistant director, Oakland Civil Defense and 
Disaster O ization, Oakland, Calif. 

McGillivray, Peter, operations director, Detroit civil defense program 

MeMillan, Don C., city manager of Pasadena, Calif. 

Mead, Hon. Donald H., mayor of Syracuse, N. Y. 

Metcalfe, John R., member, Erie County, Pa., Civil Defense Council 

Michael, Dr. Donald N., psychological consultant, Washington, D.C. 

Mider, Dr. G. Burroughs, National Cancer Institute, Department 
of Health, Education, and Welfare 

Milani, Frank, director of civil defense, city of Baltimore, Md, 

Miler, Hon. George, Jr., member of the California State Senate 

Mitchell, William L., Social Security Administration, Department 
of Health, Education, and Welfare 

Morrell, Arthur D., Technical Advisory Services, Federal Civil 
Defense Administration 

Morrill, Lt. Col. H. R., Department of the Air Force 

Morse, Hon. True D., Under Secretary, Department of Agriculture. 

Nelson, Maj. Gen. Otto L. (retired), vice president in charge of 
housing, New York Life Insurance Co.; Chairman, Project East 
River _ hata Committee 

Nutting, Col. H. L., Bristol Laboratories 

Olson, Piaseans H., national legislative commission, American Legion 

O’Reilly, John B., civil defense director, Dearborn, Mich. 

Orwatt, Col. Norman S., base commander, Selfrige AFB, Mich. 

Owen, Elise (Miss), director of civil defense, Stonington, Conn. 

Parkinson, Rear Adm. George A., United States Naval Reserve, 
Milwaukee Civil Defense Administration 

Peterson, Hon. Val, Administrator, Federal Civil Defense Adminis- 
tration 

Pierson, Stanley, director of civil defense, State of California 

Figgins, Edward, commissioner, Detroit Police Department 

Pohlenz, D. Dean, Deputy Assistant Administrator for Planning, 
Federal Civil Defense Administration 
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Poulson; Hon. Norris, mayor, city of Los Angeles : 

Radford, Adm. Arthur, Chairman, United States Joint Chiefs of Staff 

Randall, Philip A., project engineer, Urban Renewal Administration 

Redihan, Col. B. F., G-3, Headquarters, Fifth Army 

Reeves Harry, inspector, Detroit Police Department 

Reginald, Sister Mary, R. S. M., American Hospital Association 

Ridley, Granville S., American Legion ; 

Rothrum, William, vice president, WSYR, Syracuse, N. Y. 

Russell, Col. J. G., Department of the Air Force 

Sample, David R., civil defense organization, Baltimore, Md. 

Sass, Lt. Col. Edward J., Headquarters, 10th Air Force, Continental 
Air Command 

Scheele, Dr. Leonard A., Surgeon General, Public Health Service, 
Department of Health, Education, and Welfare 

Schnepfe, Fred E., Bureau of Public Roads, Department of Commerce 

Shade, Dr. Frank R., Governor’s Advisory Committee on Civil 
Defense, State of California 

—— Harvey, assistant director of civil defense, Madison County, 


Sheets, Albert E., counsel, California State Senate Special, Committee 
on Government Administration 

Shreve, Arthur L., Baltimore area survival plan project 

Siciliano, Hon. Rocco C., Assistant Secretary, Department of Labor 

Silvers, R. Hal, director, Prince Georges County (Maryland) civil 
defense agency 

Simons, Soeaid Department of Agriculture 

Skellan, Robert, Bristol Laboratories, Syracuse, N. Y. 

Skramstad, Dr. Harold K., National Bureau of Standards 

Sonne, H. Christian, Chairman of the Board of Trustees, National 
Planning Association 

Stahl, Lt. Col. F. N., Department of the Air Force 

Stark, Melville I., Los Angeles Office of Civil Defense 

Stead, Dr. William H., National Planning Association 

Stone, Albert E., sheriff, Onondaga County, N. Y. 

Strope, Walmer E., United States Naval Radiological Defense 
Laboratory 

Stee. Lt. Gen. Samuel D., Jr., Chief of Engineers, United States 

rm 

Tark, Herbert, station WWJ, Detroit, Mich. 

Taylor, Benjamin C., Director, Engineering Office, Federal Civil 
Defense Administration 

Taylor, Dr. Lauriston S., Chief, Atomic and Radiation Physics Di- 
vision, National Bureau of Standards 

Taylor, Gen. Maxwell D., Chief of Staff, United States Army 

Thisse, Francis, assistant chief engineer, WSYR radio and TV, 
Syracuse, N. Y. 

Thomas, E. Gwyn, public relations director, Manufacturers Asso- 
ciation of Syracuse, N. Y. 

Tipton, L. W., fiscal officer, State of Maryland 

Todd, Dr. Frank A., Agricultural Research Service, Department of 
Agriculture 

Tompkins, Dr. Paul C., United States Naval Radiological Defense 
Laboratory 
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Tuve, Dr. MerletA., director, research laboratory of Carnegie Insti- 
tution of Washington 

Twining, Gen. Nathan F., Chief of Staff, United States Air Force 

Wagner, Les, chief of public information, California Office of Civil 

efense 

Wagner, Paul, Assistant Administrator for Education, Federal Civil 
Defense Administration 

Walker, Col. George H., Office of Chief of Engineers, United States 

Ward, William W., Jr., director, office of civil defense, Contra Costa 
County, Calif. 

Warren, Dr. Stafford L., dean, School of Medicine, University of 
California, Los Angeles, Calif. 

Waters, Earl G., California State Senate Special Committee on 
Governmental Administration 

Weathers, Maj. W. W., Jr., planning officer, plans and operations, 
Military District of Washington. 

Wells, John L., Assistant Director of Finance, Department of Agri- 
culture. 

Wesser, Carl, chief engineer, WWJ, Detroit, Mich. 

bess >: William L., director, civil defense research, Stanford Research 

nstitute. 

Whitney, Dr. John M., Director, Health Office, Federal Civil Defense 
Administration. 

Williams, Robert E., Jr., civil defense organization, Baltimore, Md. 

Williamson, Kenneth, associate director, American Hospital Asso- 
ciation. 

Wilner, J. T., director of engineering, WBAL, Baltimore, Md. 

Wilson, James R., Jr., director, national security commission, Ameri- 
can Legion. 

Wilson, Rear Adm. R. E., United States Navy. 

Zeidler, Hon. Frank P., mayor, city of Milwaukee, Wis. 


A List or CorreseonpInG Mayors AND GOVERNORS ! 


Alabama: 
Hon. James E. Folsom, Governor 
Hon. James W. Morgan, mayor, Birmingham 
U. e . James, director, Civil Defense Corps, Birmingham-Jefferson 
ounty 


Arkansas: 
Hon. Orval E. Faubus, Governor 


Owen Payne, Jr., director, State of Arkansas, Office of Civil 
Defense 


California: 
Hon. Goodwin J. Knight, Governor 
Hon. Norris Poulsen, mayor, Los Angeles 
Col. Richard F. Lynch, director, Los Angeles office of Civil 
Defense 
Hon. Charles C. Dail, mayor, San Di 
Hon. Elmer E, Robinson, mayor, San Francisco 


“a received in response to a letter of Chairman Chet Holifield to mayors and governors, December 
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Colorado: 
Hon. Edwin C. Johnson, Governor 
Hon. W. F. Nicholson, mayor, Denver 


Connecticut: Elise Owen, civil defense director, Stonington 
Delaware: Hon. August F. Walz, mayor, Wilmington 
Georgia: Hon. Marvin Griffin, Governor 
Illinois: Hon. William G. Stratton, Governor 
Indiana: 

Hon. George N. Craig, Governor 


Hon. Henry O. Roberts, mayor, Evansville 
Hon. John A. Scott, mayor, South Bend 


Kansas: Hon. Fred Hall, Governor 


Kentucky: 
David Aronberg, director of civil defense, Ashland 
Hon. Andrew Broaddus, mayor, Louisville 


Louisiana: 
Hon. Robert F. Kennon, Governor 
Maj. Gen. Raymond H. Fleming, adjutant general, State of 
Louisiana 
Hon. DeLesseps S. Morrison, mayor, New Orleans 
Maine: . 
Hon, Edmund S. Muskie, Governor 
Sumner T. Pike, Public Utilities Commission, State of Maine 
Maryland: 
Hon. Theodore R. McKeldin, Governor 
Hon. Thomas D’Alesandro, mayor, Baltimore 
Col. Frank Milani, Director, Baltimore Civil Defense Organiza- 
tion 
Massachusetts: Francis J. McGrath, city manager, Worcester 
Michigan: 
Hon. G. Mennen Williams, Governor 
Hon. Albert E. Cobo, mayor, Detroit 


Minnesota: 
Hon. Orville L. Freeman, Governor 
Hon. Eric G. Hoyer, mayor, Minneapolis 
Walter P. Halstead, executive director, Minneapolis Office of 
Civil Defense 
Hon. Joseph E. Dillon, mayor, St. Paul 


a ti Hendrix A. Dawson, director, Mississippi Civil Defense 
Counci 


Missouri: 
Hon. Phil M. Donnelly, Governor 
Hon. H. Roe Bartle, mayor, Kansas City 
Hon. Raymond R. Tucker, mayor, St. Louis 
F, P. Hardaway, director, St. Louis Office of Civil Defense. 
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New York: 
E. G. me ret director, Consolidated Erie County Civil Defense 
Office, Buffalo 
Stanley H. Lowell, assistant to the mayor, New York City 
a en. Robert E. Condon, director, New York City Office of 
ivil Defense 
William H. Taubert, citywide supervisor, New York City 
Hon. Donald H. Mead, mayor, Syracuse 
Thomas R. Ballantyne, director of civii defense, Onondaga 
County 
Nevada: Hon. Charles H. Russc'l, Governor 
New Hampshire: Hon. Lane Dwinell, Governor 
New Jersey: Hon. Robert B. Meyner, Governor 
North Dakota: Hon. Norman Brunsdale, Governor 
Ohio: 
Hon. Charles P. Taft, mayor, Cincinnati 
C. A. Harrell, city manager, Cincinnati 
Oklahoma: Lt. Col. Thomas M. Brett, director, Oklahoma Office of 
Civil Defense 
Oregon: 
Hon. Paul Patterson, Governor 
A. M. Sheets, director, Oregon State Civil Defense Agency 
Hon. Fred L. Peterson, mayor, Portland 
Pennsylvania: 
on. Arthur J. Gardner, mayor, Erie 


Hon. Joseph S. Clark, Jr., sora mayor, Philadelphia 


Hon. Richard Dilworth, mayor, P 
Rhode Island: 


Hon. Dennis J. Roberts, Governor 
Hon. Walter H. Reynolds, mayor, Providence 


South Carolina: Maj. Gen. James C. Dozier, director of civil defense, 
State of South Carolina 


South Dakota: Hon. Joe Foss, Governor 

Tennessee: Hon. Edmund Orgill, mayor, Memphis 

Texas: Hon. Allan Shivers, Governor 

Utah: Hon. J. Bracken Lee, Governor 

Vermont: Hon. J. B. Johnson, Governor 

Virginia: 
J. H. Wyse, coordinator, Virginia Office of Civil Defense 
Ira F. Willard, director of civil defense, Alexandria 


Hon. W. F. Duckworth, mayor, Norfolk 
Hon. Fred A. Duke, mayor, Portsmouth 


Washington: 

Hon. Arthur B. Langlie, Governor 

Hon. Allan Pomeroy, mayor, Seattle 
Wisconsin: 

Hon. Walter J. Kohle:, Governor 

Hon. Frank P. Zeidler, mayor, Milwaukee 


Wyoming: Hon. Milward L. Simpson, Governor 


iladelphia 























































































































































MINORITY REPORT 


_ The first recommendation of the subcommittee suggests that Federal 
civil-defense legislation should be redrafted to vest the basic respon- 
sibility for civil defense in the Federal Government, with the States 
and local units of government having an important supporting role. 

The entire area of Federal-State relationships has recently been 
studied by the Commission on Intergovernmental Relations which 
vblished a staff report on Civil Defense and Urban Vulnerability in 
une 1955. The recommendations concerning Federal participation 
and responsibility for civil defense seemed to the undersigned to be 
preferable to the first recommendation of the subcommittee. These 
recommendations are: 


1. It is recommended that con ional action be taken to 
reallocate responsibility for civil defense from a primary 
State and local responsibility to a joint responsibility: of the 
National Government on the one hand, and the States and 
their political subdivisions on the other. 

Such amendment to the Federal Civil Defense Act of 1950 
(Prblic Law 920, 8lst Cong., 2d sess.) should additionally 
provide— 

(a) during the preattack phase, the National Govern- 
ment to be responsible for overall planning, development 
of civil defense policies and technical doctrine, coordina- 
tion and leadership of State activities, facilitation of 
interstate cooperation, and a sharing of preparedness 
costs; States and localities to be responsible for day-to- 
day planning operations, adaptation of national policies 
and doctrines to local situations, and a sharing of 
preparedness costs. 

(6) the assumption that under postattack conditions 
the primary responsibility, both operational and finan- 
cial, will shift to the National Government. 


While it is true that the civil defense problem does not arise out ot 
internal conditions which the States can control, but is a’ direct 
outgrowth of relations between the United States and other nations, 
this does not necessarily imply that the Federal Government should 
have the basic responsibility for civil defense. In actual practice the 
day-to-day planning action and the selection and training of volunteer 
personnel scseen with the area and its peculiarities is of such 
importance that it may well result in the State or local government 
assuming major responsibility. 

Insofar as the committee report makes the point that the basic 
responsibility for civil defense must be shifted from State and local to 
the Federal Government it appears open to serious question. There 
are many who do not believe that every time we have an important 
problem, its solution lies in appealing to the Federal Government and 
in increasing Federal authority over the lives and property of the 
citizens of our communities. 4 
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The problems of civil defense are complicated ones; they reach into 
every level of government from the Nation’s Capital to the smallest 
village and indeed into the very homes of our citizens. No simple 
ee are aA in this field. . ‘ 

nsequently, while we recognize the necessity for legislative 
ch in the Federal Civil Defense Act of 1950, we believe thet we 
should attempt to improve that legislation and not throw away its 
wise recognition of the important role that State and local units of 
government must play in this field. It is difficult to imagine anything 
more isolating in effect than a nuclear attack on our major cities. 
Further centralization of authority scarcely seems to be an appropriate 
‘answer to the myriad problems raised by this possibility. 

By proposing the creation of a new Cabinet department embracing 
the civil defense functions of the present Federal Civil Defense Ad- 
ministration and the Office of Defense Mobilization, the committee 
is proposing an organizational objective which is unnecessarily difficult. 
‘The committee has not fully accepted the responsibility for exploring 
the possibility of improving the functioning of the Federal Civil 
Defense Administration as presently constituted. Likewise, it has 
not fully considered the possibilities of placing civil defense responsi- 
bilities with one of the existing Cabinet offices. The Secretary of 
Defense and the Secretary of Tiealth, Education, and Welfare have 
been mentioned frequently in this connection. 

By proposing the creation of this new Cabinet department, the com- 
mittee suggests the second augmentation of the Cabinet during this 
administration. There is a serious question as to how large the Cabi- 


net can be without exceeding the span of effective control by one man, 
the President. 


If a Secretary for Civil Defense were to be created, where would he 
fit into the interrelationships or subcommittees, formal or informal, 
which have been established in many cases and which have, in some 
instances, — fairly workable? The National Security Council 


is an excellent example of a permanent subcommittee based on the 
community of interest of a few Cabinet members. On the other hand, 
were a broad Cabinet Subcommittee on Civil Defense to be established, 
it would probably involve all members of the Cabinet and prove to 
be so cumbersome it would fall of its own weight. A Cabinet sub- 
committee called the National Security Resources Board proved in- 
operative because so many agencies were concerned with its problems. 
At no time does the subcommittee prove that the basic tasks of 
-ctvil defense cannot be achieved without unnecessarily creating a new 
-department. It is interesting to note that even if such a new depart- 
ment were to be established, it would then have the problems of 
delegating functions to other departments on the same level in the 
vernmental structure. It would be the Department of Civil De- 
ense, but it would still be faced with the same problems of securing 
cooperation in the performance of civil defense functions from the 
the other departments as it faces today when it is organized as Federal 
‘Civil Defense Administration. 
Cuartes B. Brownson. 
GrorGe MEADER. 


While a in the above views, I wish to add that, in my 
judgment, civil defense to date has beer a waste of public funds. 
Crare E. Horrman. 
O 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-FIFTH INTERMEDIATE REPORT 


SUBMITTED BY THE SPECIAL SUBCOMMITTEE ON GOVERNMENT 
INFORMATION 


On July 20, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“Availability of Information From Federal Departments and 
Agencies.”’ 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 


I. BackerounpD 


On June 9, 1955, the Special Subcommittee on Government Infor- 
mation was chartered by Congressman William L. Dawson of Illinois, 
the chairman of the House Government Operations Committee which 
has the responsibility to follow up the use of tax dollars in every depart- 
ment and agency of the Federal Government. The subcommittee’s 
charter directs it to study the information operations at all levels of 
the Federal Government and to recommend to Congress solutions for 
all shortcomings uncovered. To emphasize the importance of the 
study, Congressman Dawson stated in his charter letter: 


An informed public makes the difference between mob 
rule and democratic government. If the pertinent and 
necessary information on governmental activities is 
denied the public, the result is a weakening of the demo- 
cratic processes and the ultimate atrophy of our form 
of government. 








2 INFORMATION FROM DEPARTMENTS AND AGENCIES 






Complaints about the growing trend toward restrictions on infor- 
mation from the Federal Government had come to Congressman 
Dawson from organizations such as the American Society of News- 

pers Editors, Sigma Delta Chi, the American Newspaper Pub- 
ishers Association, the National Editorial Association and the Asso- 
ciated Press Managing Editors Association as well as from individual 
editors and reporters. 

In addition, recent experience of other subcommittees of the House 
Committee on Government Operations indicated the executive and 
independent agencies of the Federal Government were refusing to 
make information available to the Congress and its committees. 
eet During the 80th Congress the Committee on Expenditures in the 
fa Executive Departments under the chairmanship of Congressman 
: Hoffman, minority member of the present subcommittee, looked care- 
fully int6 éxéeutive restrictions on information for Congress and 
recommended a resolution directing all executive departments and 
agencies of the Federal Government to give congressional committees 
all information necessary to carry out legislative work. 





Il. Tue Importance or INFORMATION 


During the first hearing of the Government Information Subcom- 
mittee on November 7, 1955, James Pope, editor of the Louisville 
Courier-Journal and one of the leaders in the freedom of information 


movement, explained the importance of a full flow of information when 
he said: 










It might be more dangerous to vote out of ignorance than 
not have a right to vote at all. 


Concealment and control of information have been the traditional 
hallmark of despots. The Iron Curtain countries of today, the dic- 
tators of recent history, the political bosses whose rule of corruption 
once controlled some cities and States in our Nation, prove the truth 
of this comment. In each case the ruling group grasped control be- 
cause of the lack of information to the people. Could Hitler and his 
storm troopers have taken over Germany in the 1930’s and maintained 
their control if they did not suppress the true facts and distort them 
in their own propaganda mill? Would Stalin have been able to 
commit the crimes being exposed in Russia today if the people had 
not been ignorant of his schemes and deeds? ould the corrupt 
political boss have been able to continue his reign of graft if the people 
m the city he controlled were not ignorant of his corruption? 

The inherent right of people to control their government rests solidly 
on the foundation of information. The Greek philosophers said an 
informed populance is basic to democracy; the leading thinkers of the 
Renaissance, the later political philosophers of modern Europe and 
the men who wrote the Constitution agreed a democratic govern- 
ment depends upon people having enough information to govern 
themselves. (See exhibit I.) James Madison, the chief author of our 
Bill of Rights, said: 


A people who mean to be their own governors must 
arm themselves with the power knowledge gives. A 
popular government without popular information or 
tthe means of acquiring it is but a prologue to a farce or a 
tragedy or perhaps both. 
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Firmly embedded in our Constitution is Madison’s warning as well 
as similar ideas from Thomas Jefferson, George Washington, and, in 
fact, nearly all of the men who helped form our Government. The 
freedom of the press clause in the first amendment, for instance, does 
more than grant newspapers a right to print stories. It is a specific 
right held by the people to find out the facts about their Government 
and to disseminate and discuss those facts. 

In recent years there have been increasing charges that the people’s 
right to know is being disregarded by the Federal Government. It 
has been charged that a ‘‘paper curtain” is being lowered slowly 
between the people and their Government. No single administration 
and no one political party is to blame for the trend toward unnecessary 
secrecy. Scientists have complained that excessive secrecy in the 
field of technological achievement began soon after the development of 
radar in the early 1930’s. World War II with its atomic bomb in- 
creased the secrecy trend in the scientific field just as the growth of 
big Government seemed to increase the trend toward restrictions on 
information about the day-to-day operations of Government. 

If there is a dangerous attitude of secrecy cloaking the operations 
of our Federal Government, that attitude must be changed. The 
trend toward excessive secrecy must be halted; we must reestablish 
the fact that public business is the public’s business. 


Ill. Commirres Documents 


To initiate the study of restrictions on information from the Federal 
executive and independent agencies, the subcommittee sent all agencies 
a questionnaire. The 80 questions covered their specific information 
practices and policies regarding the public, Congress, the press, busi- 
ness and trade groups, scientists, researchers, and civic groups. The 
agencies were asked to cite authorities claimed for restricting informa- 
tion and to detail exactly what information they refused to make 
available—and why. 

The answers to the subcommittee’s questionnaire, published as a 
550-page committee print, have become a basic text for reporters, 
Congressmen, researchers and others wanting information from 
Federal agencies. A continuing analysis of the questionnaire answers 
also served as a basis for subcommittee hearings. (See exhibit IT). 
A separate analysis of the questionnaire answers on legal problems 
also was made. (See exhibit ITT.) 

Another committee print which has become a basic document in 
the Federal Government information field is a study on the right of 
Co to obtain information from executive agencies, prepared by 
the Seaal staff of the Committee on Government Operations. This 


study, plus the section of the subcommittee questionnaire covering 
information for Congress and the transcripts of subcommittee hearings, 
clearly spell out the need for Congress to gain full information from 
the Federal executive and independent agencies as well as the author- 
ity ; Congress to demand that information necessary to its legislative 
work. 
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IV. Tux Present INForRMATION PrRoBLEM 
A. PRESS PANEL 


On November 7, 1955, the subcommittee called together some of the 
Nation’s leading editors, reporters, correspondents, columnists, broad- 
casters and other experts in the information field to discuss the problem 
of réstrictions on the flow of information from Federal executive and 
independent agencies. 

In his opening statement, subcommittee Chairman Moss empha- 
sized that the work of the subcommittee was to be a study rather than 
an investigation. He also said that the study in its first phase would 
be‘‘guided * * * away from the question of Government information 
of a defense-security nature,’ concentrating instead on informational 
policies and practices in ‘‘the non-defense-security areas” (hearings, 
pp. 1-3). Throughout the subsequent panel discussion, it was re- 

tedly stated that the study would avoid the sensational and would 
e nonpolitical, since the issue transcends any considerations of politics. 

The 13 journalists unanimously concurred in the view that there has 
been a growing inclination toward secrecy on the part of the Federal 
Government. As one panel member pointed out, this tendency was 
indicated by “‘the mere multiplicity” of the laws, rules and regulations 
cited by the agencies in answering the subcommittee’s questionnaire 
(hearings, p. 31). 

Several panelists pointed out that the multiplicity of justifications 
for withholding also revealed an “attitude” toward concealment 
rather than dissemination of nonclassified information. 

Mr. J. Russell Wiggins, executive editor of the Washington Post 
and Times Herald, who was then chairman of the Freedom of Infor- 
mation Committee of the American Society of Newspaper Editors, 
expressed concern about the introduction of entirely new terms to 
identify withheld information, in addition to information restricted as 
“top secret,” “secret,” or “confidential” under Executive Order 10501 
(hearings, p. 8. See analysis of question I. 3 (a), exhibit II). 

Mr. Wiggins specifically referred to a March 29, 1955, Defense De- 
partment directive advising information officers to release only infor- 
mation “making a constructive contribution to the primary mission 
of the Department of Defense.” This might lead to withholding of 
unclassified information that would embarrass officials and disclose 
official mistakes or real wrongdoing, he pointed out ((hearings, p. 8). 

The panel members cited several other techniques that have pointed 
toward general restrictions of information. 

noestigation of reporters—Two panel members said the Federal 
Bureau of Investigation had been used to investigate them and to try 
to determine the source of their information. Mr. Joseph Alsop, Jr., 
Washington columnist and author, remarked: 


The newspaperman who ventures to publish what he re- 
gards as a life-and-death fact of considerable national impor- 
tance is ordered to be investigated. Now this investigation 
entails no personal inconvenience to the newspaperman at all 
except the lingering doubt about whether he is having his 
wires tapped, but it does entail the utmost inconvenience for 
his friends and acquaintances and for any official he goes to in 
the pursuit of his legitimate function of trying to get the facts 
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to furnish to the American public. And this has gone so far 
now that in many of the more critical agencies the task of 
getting the facts, and particularly the facts that are really 
important, has become for all newspapermen increasingly 
more difficult. And if it goes much further, in my opinion 
the facts won’t be got at all (hearings, p. 22). 


Mr. James Reston, Washington correspondent for the New York 
Times, related how the FBI was used during the founding of the 
United Nations to investigate certain papers outlining the veto plan, 
which had fallen into his newspaper’s hands. Mr. Reston told the 
subcommittee: 


At that time we went through all of the same procedures 
that Alsop was talking about here; we were investigated, and 
the FBI was put on us, and we were told that if we disclosed 
all of this information about the veto and kept writing these 
articles that this would be detrimental to the national inter- 
est; that perhaps that might smash the San Francisco Confer- 
ence. course, this is an old, old story (hearings, p. 62). 


Management of the news.—Mr. Reston saw “a growing tendency to 
manage the news,”’ which he termed “equally as important” as sup- 
pression of information. To illustrate the point, he testified: 


I think there was a conscious effort to give to the news at 
the Geneva Conference an optimistic flavor. I think there 
was a conscious effort there, decided upon even perhaps 
ahead of time, for spokesmen to emphasize all of the optimis- 
tic facts coming out of that conference and to minimize all 
of the quarrels at that conference with the results which we 
all have seen. 

There was, after the Geneva Conference, a decision taken 
in the Government that perhaps this was having a bad 
effect, that the people in the Western countries were letting 
down their guard, and therefore a decision was made, pri- 
marily upon the appeal of Chancellor Adenauer of Germany, 
the the Government should strike another note. So that 
after the Geneva smiling, the new word went out that it 
might be a good idea now to frown a little bit, so the President 
made a speech at Philadelphia, taking quite a different light 
about the Geneva Conference. That is what I mean by 
managing the news (hearing, p. 25). 


He noted a oprowing tendency for the diplomat to use the press as an 
instrument of his diplomacy and perhaps in the process, misleading 
the American people.” 

Overclassification of information.—It was the unanimous consensus 
of the panel that classification stamps are being too freely applied. 
Mr. Alsop testified: 


There is hardly any item of important information that 
I can think of for which there is not some excuse or other 
to use the classification “security.” For example, any infor- 
mation coming in from any of our embassies abroad is natur- 
ally classified, because it has passed through the security 
channels of communication between the Embassy and Wash- 
ington. The information itself may be public knowledge 
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on the streets of Taipeh; but, by the time it gets to Washing- 
ton, although it may be of the greatest national importance, 
it is classified (hearings, p. 22). 


Every member of the panel and of the subcommittee recognized the 
need for withholding information where genuine national security is 
clearly involved. Speaking of the press’ awareness of this genuine 
need, Mr. Theodore F. Koop, Washington news and public affairs 
director, Columbia Broadcasting Co., cited his World War II experi- 
ence in the Office of Censorship: 


* * * And at no time during the war was there a serious 
infraction of that Code of Wartime Practice by any news- 
man in the United States. It was a truly remarkable record 
of cooperation. 

I think it proves first of all that newsmen can be trusted 
in the security field; that, in fact, they will lean over back- 
ward. We knew of a lot of instances where stories were not 
published to which the Office of Censorship would have found 
no objection, but the editor, wholly on his own, withheld the 
myo 3 just because he was doubtful about it (hearings, 
p. 61). 


Declassification and review —The panel members discussed the fact 
that agencies are tardy in reviewing and declassifying reports and 
documents: 


Mr. Porr. * * * I had a little experience with the Office 
of Censorship during the war under Admiral Koop. I know 
enough about security to know it changes from week to week, 
day to day, and hour to hour. You have only to look at 
President Eisenhower’s startling proposal that we let the 
enemy photograph our military installations to realize that 
standards of security one day can be no security the next. 
‘Yet with all of the arms that are going up and down every 
day and night in the Pentagon, some marked “secret” and 
“top secret,’’ with this terrific mass of movement, there is 
no countermovement whatever. There have been murmurs 
occasionally about declassification there and some study 
and making reports of how to declassify—and this not only 
affects newspapers and radio, but affects scholars, ple 
who want to write history and political and sociological 
textbooks, with bales and bales of stuff over there stamped 
and filed away out of sight of human eyes that are no more 
secret than what is in this stack of blank peper And how 
are you going to declassify it; what possible machinery can 
you set up to cope with it? 

Mr. Moss. Do not you have a psychological factor there— 
the urge to be secret and safe and those who have been 
directed to determine how much they can declassify reach a 

int where it becomes a little rake on the part of the 





individual to assume the responsibility to declassify? 

Mr. Dawson. You said there were large masses of ma- 
terial, bales upon bales packed up that had been declared 
classified, yet it has been put away in the storeroom. Now 
if you wanted to go there today and get some information 
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from that stuff in the storeroom, would you still be up 
against the fact it is stamped “‘classified’”’? 

Mr. Pops. You could not possibly go over there, I do not 
think, and ask for a particular document for the simple 
reason that you would have no way of knowing exactly what 
is there. It has been stamped into complete anonymity and 
blankness over the years (hearings, p. 51). 


The panel members also questioned the authority to restrict infor- 
mation stemming from the letter of May 17, 1954, from the President 
to the Secretary of Defense. Although this letter has been cited as 
authority by 19 Federal agencies (see exhibit III), panel members 
pointed out the letter nts authority to a single Government 
official—the Secretary of Defense—to restrict information to a specified 
committee of Congress in a single instance—the Army-McCarthy 
controversy. 

Other problems.—During the panel hearings, Congress itself did not 
escape criticism. Mr. V. M. Newton, Jr., managing editor of the 
Tampa Tribune, discussed closed meetings of congressional commit- 
tees, saying that 44 percent were held in executive session during 1953. 
While he said he realized that the jurisdiction of the subcommittee 
does not extend to this matter, Mr. Newton, contended that the 
American people were being denied “their inherent right to exercise 
constantly the restraint of public opinion” upon their elected repre- 
sentatives if committee meetings remained closed. 

Mr. Reston pointed out that diplomatic appointments. are being 
confirmed without appearance of the nominee for questioning in pub- 
lic. This colloquy followed: 


Mr. Reston. The people who initiate this, of course, are 
the people in the executive department. They have got 
whole catalogs of arguments about why they should not 
appear, Mr. Chairman. 

Mr. Moss. You are making the point that there is a direct 
relationship between those who have a desire for secrecy in 
the executive department and the Congress agreeing that 
they will hold hearings in executive session. 

Mr. Reston. They come to the Congress and they initiate 
the idea of secret hearings which blocks off any source of in- 
formation, and then you get into a proscribed area that they 
are not willing to acquiesce but the request comes from them. 
That is my point. 

Mr. Moss. I think that some of the acquiescence on the 
part of the Congress comes about, in part, on historical 
claims by Presidents that, as far as certain information is 
concerned, they must refuse to give that information unless 
the hearing is in executive session. 

I think there are a number of things that we can emphasize 
here. The attitude of the average Member of Congress is to 

et all the information they can. That is not unfortunate. 

he attitude of many people in various bureaus of the 
Government is to eS any responsibility for decisions 
which could possibly focus attention on them. And that 
attitude is certainly going to complicate the problem of this 
committee, concerning the evaluation of information (hear- 
ings, p. 60). 
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Mr. Koop said the “biggest setback” radio and television news 
pokes has received in the Federal Government this last year came 
from the House of Representatives itself. He was referring to the 
fact that the Speaker of the present Congress rescinded the previous 
privilege of broadcasting ra televising committee sessions. Other- 
wise, Mr. Koop said, official doors in Washington “gradually have 
been swinging open to admit radio microphones and television cam- 
eras.” He cited President Eisenhower’s press conferences, formerly 
opened only for radio recording but now televised (hearings, p. 28). 
On the matter, Mr. Hoffman commented: 


My thought was if the people have the right to know and if 
they are to know, they also have the right to see and hear 
(hearings, p. 41). 


The responsibilities of the press, as well as its right of access to 
information, also were discussed during the panel hearing. The 
matter was pointed up in the following colloquy between Congress- 
man Hoffman and Mr. Pope of the Louisville Courier-Journal: 


Mr. Horrman. I take it also that you gentlemen contend 
that the right to know has coupled with it the right to 
accurate information? 

Mr. Pops. The right to accurate information on whose 
part? I don’t quite follow your question. 

Mr. Horrman. The press claims the right to have infor- 
mation from the executive departments. That is what we 
are concerned with at the moment. 

Mr. Pops. That is right. 

Mr. Horrman. That right is the right to transmit accurate 
information. 

Mr. Porn. I think that I see what is coming. I would say 
yes, but I would like to answer the question when you get 
through with it. 

Mr. Horrman. Then, Mr. Pope, if it should be so un- 
fortunate that numbered with those seeking information 
there is an individual who is, shall we say, a chronically 
inaccurate individual, should he have the same right to 
information when his past record indicates that he has con- 
sistently misstated the facts that were given him as do those 
who have been accurate in transmitting to the public the 
information they receive from the departments. 

Mr. Popr. Yes; I would say he has the same right. 

I would like, if I may, separate in all of our minds two 
different things. We have run across this question a good 
many times. It is a legitimate question and it is an im- 
portant question, and that is: How accurate and decent and 
fair and responsible is the press? I would hate to have to 
answer that. There are nearly 1,800 daily newspapers in the 
United States. I find it almost impossible to read everything 
in the two that I am supposed to supervise. The only point 
that I would like to ie to you is, these are 2 intensely im- 
portant and 2 entirely separate questions, just like 2 rail- 


Ree tracks, and if you confuse them I think you can damage 
t, . 
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Mr. Horrman. Your two tracks run down the same right- 
of-way, sir. 

Mr. Pops. The right to access to public information is, 
as we have said—and I am sure that you agree—the right of 
the people. Therefore, no matter how “lousy” the press 
gets, there is never in my mind any justification for foreclosing 
the sources of any information heme always there is the 
right of any individual who wants to and in a democracy 
like ours to go and find out for himself. We could have a 
long session here and a very interesting one on the irrespon- 
sibility of the press and I would be glad to contribute to it. 
I still insist that it is an entirely separate problem from free- 
dom of information, and if we confuse them we may damage 
both. In other words, your committee would never, I am 
sure, undertake as one of its directive, or functions, the 
disciplining of the press. All we can do is to try to keep it 
free and hope as we go along—and I believe history will prove 
this is true—it improves a little gradually. But whatever 
I can do about the press, or whatever you can do about the 
press is more or less personal. 

As a Member of Congress, there is very little that you can 
do about it as long as we have the first amendment. If I 
admit that the press is as bad as you probably think it is, I 
still think that is basically irrelevant to the question of 
whether the people of this country should have access to 
Government information. As long as you do not try to 
shut off any information on the basis of the press being 


alin bad occasionally, I will agree with you it is pretty 
ad (hearings, pp. 38-39). 


B. SCIENTIFIC AND TECHNICAL INFORMATION 


The subcommittee studied charges of excessive secrecy in the scien- 
tific field during panel discussions with some of the Nation’s leading 
scientists and technological experts on March 7, 8, and 9, 1956. No 
one, of course, contends that the door should be thrown wide open to 
all of our scientific secrets. The application of an idea to a military 
weapon, for instance, should be protected by security regulations as 
long as possible. But there is a wide gulf between military weapons 
and the basic scientific thinking which results not only in weapons 
but also in further scientific achievements and in applications for 
industry and the home. 

Compartmentalization of information.—The scientists told the sub- 
committee the Federal Government is so security conscious that a 
theory in basic science is classified “top secret’? the moment it is 
born in the mind of the scientist (hearings, p. 754). The expert 
witnesses testified there would have been no atomic bomb if the 
security regulations of today had been im force in 1939. The atomic 
bomb was developed through discussions between astronomers and 
physicists from many parts of the world. Ouc present internal security 
program would keep many of those scientists from other lands out 
of the United States; it prevents our scientists from even exchanging 
ideas by letter with scientists in other parts of the free world. During 
the panel discussion with the subcommittee Dr. Otto Struve, of the 
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University of California, one of the Nation’s leading astronomers, 
pointed out he dare not discuss scientific theories with the physicist 
sitting across the table from him unless they both went through a 
long process to make sure each one had special security clearance in 
the other’s field (hearings, p. 855). Following are pertinent excerpts 
from the testimony of Dr. Struve and Dr. Donald J. Hughes, of 
Brookhaven National Laboratory: 


Dr. Struve. Now, I want to remind you gentlemen that 
these great developments in the nuclear field were started as 
a reaillt of the free exchange of information between scien- 
tists, unrestricted information, and that that is not now 
possible. 

We are certainly inhibiting new ideas from rising as a result 
of such discussions, and we are limiting ourselves to smaller 
groups of people, working in very detached fields, who are 
not permitted to talk to other people, and that seems to me 
to be extremely harmful * * * 

Dr. Huaues. I think Dr. Struve is being too modest. There 
are many things that go on in fusion, as he knows, that have 
a close relationship to astrophysics, and because the work is 
limited to people who are Ascred: IT am sure that the work 
suffers very much by not baving the benefit of the minds 
that have done so much work in astrophysics (hearings, pp. 
855, 856). 


Simultaneous discovery——The effects of extreme classification- 
consciousness were shown by the scientists’ comments on the history 
of simultaneous discovery of scientific facts. An Englishman and a 
German, working thousands of miles apart, discovered oxygen at the 
same time; Newton and Leibnitz developed calculus independently 
within 5 years of each other; a Russian developed an electric motor 
which was used to propel a boat on the Danube at the same time an 
American developed an electric motor to run a printing press; the 
theory of electrical conduction—a theory as important in its day as 
the development of nuclear energy is today—was developed inde- 
pendently in the same year in two different countries (hearings, pp. 
871, 872). 

Radar secrecy.—Some scientists report there would have been no 
Japanese surprise attack on Pearl Harbor except for the extreme 
security restrictions of the 1940’s. Dr. Lloyd V. Berkner, president 
of Associated Universities, Inc., told the subcommittee: 


In the case of radar, secrecy seriously delayed its develop- 
ment, and neither technical nor tactical progress was very 
appreciable. As a consequence, although it was technically 
and demonstrably adequate to have done this relatively 
simple job, radar failed to prevent Pearl Harbor (a tactical 
failure born of military ignorance im by secrecy, for 
the clear warning of radar was ignored). Had they known 
our radar protection of Pearl Harbor, there is at least a 
reasonable doubt that the Japanese would have attempted a 
surprise. 

In any event, our own commanders certainly would not 
have been ignorant of the powerful tools at their command, 
and the outcome might well have been very different (hear- ; 
ings, p. 757). * 





INFORMATION FROM DEPARTMENTS AND AGENCIES 11 


Scientists reject classified work.—Some of the men who applied the 
theories of nuclear fission to the military weapons which make the 
United States a world leader have left the defense program. Dr. 
Harold Urey, a Nobel prize winner who helped work out the first 
atomic device, told the subcommittee security restrictions are so 
limiting he sought an unclassified research field and is now devoting 
his time and intelligence to studying the temperatures of the ancient 
oceans and to speculating on the chemical conditions present when 
the universe was formed (hearings, p. 797). Dr. Otto Struve, when 
asked what he would do if he had a bright idea in the nuclear field 
now controlled by the Government, said: “I would go to sleep and 
forget about it.” (hearings, p. 855). 

The subcommittee was told some of the leading universities are 
refusing Government contracts for research when those contracts are 
gummed up by the redtape or unnecessary security classifications. 
Among the institutions which have recently refused Government re- 
search contracts are Harvard, Massachusetts Institute of Technology, 
Syracuse University, and the University of Chicago. A letter from 
the MIT Electronics Laboratory to the Atomic Energy Commission, 
refusing to undertake a classified research project, states in part: 


There are a number of theoretical physicists, engineers, and 
applied mathematicians, both students and faculty members, 
who would be available to work on stability and contain- 
ment problems and on the possibility of transferring power to 
the containing field. If they undertake their work without 
knowledge of the classified literature, they will waste time 
and run the risk of rediscovering classified ideas. Good ideas 
have a way of occurring simultaneously in many places. In 
addition, the persons who do have access to classified ma- 
terial will not be able to be entirely forthright with their 
colleagues. This is a situation which would not be disguised 
for long. Obviously, the same danger resides in the experi- 
mental realm. If the necessary classification was imposed 
as these situations arose, the entire project would soon be 
behind the security barriers (hearings, p. 729). 


A recent. survey of graduate physicists showed that half of those 
surveyed would rather take less money and go into nonclassified 
research work outside Government control (hearings, p. 764). The 
dangers of these developments are emphasized by recent reports that 
the United States is facing a serious shortage of top scientists and 
technical experts. 

Suggested legislative solutions.—Suggestions of possible action to 
remove unnecessary secrecy in the scientific information field were 
made to the subcommittee by Dr. Berkner and concurred in, geverally, 
by the otber scientists participating in the subcommittee hearings. 
Dr. Berkner testified: 


As a nation we have become neurotic, so preoccupied by 
imagined aches and pains that we have lost sight of our great 
strength. We allow ourselves to believe that the system of 
Soviet communism has elements of strength superior to our 
own when we could readily reason that a totalitarian 
socialism can only follow—never lead—our true system of 
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free enterprise that exploits diversity. We have even been 
misled to adopt some of the Soviet methods with consequent 
suspicion, mistrust, divisiveness and loss of leadership that 
always follow such methods. We see spies under every 
chair and from the consequent fear, prescribe remedies that 
sap our strength. In rooting them out, let’s keep our sense of 
proportion. Our strength should come from our leadership 
and uxity, a superiority which no espionage can conquer. 

If we are to overcome this neurosis, and reacquire the 
world leadership that has beea lost, I believe that precedent 
actioa by the Congress is essential. 

(a) The Congress should remove restrictive clauses of the 
Atomic Energy Act, so that the military developments in 
atomic energy can be treated under the usual procedures 
defined for military development generally. As Waldemar 
Kaempffert points out in the New York Times, February 5, 
1956: 

“Tt is plain that if we are to do away with unnecessary 
secrecy the concept will have to be abandoned that any ad- 
vance in the application of atomic energy must be regarded 
as ‘born’ secret. There are military matters that cannot be 
disclosed, but there are also hundreds of industrial sugges- 
tions for the utilization of atomic energy that should be freely 
published. But this is impossible without further liberaliza- 
tion of the Atomic Energy Act.”’ 

(6) The Congress should make clear that the United States 
wants no widespread system of technological secrecy and 
security clearances for its citizens after the Soviet pattern. 
The emphasis should be on a small and elite system of classi- 
fication and protection of a few secrets judged to be really 
important. 

(c) The Congress should specify the limitations on secrecy 
classification of military applications of science and tech- 
nology,.and provide for appropriate methods of review and 
judgment in classifying information so that the whole public 
interest is properly weighed before stamping any document 
secret. Moreover, when classified, the boundaries of such 
secrets should be very sharply defined and procedures estab- 
lished to declassify promptly with passage of time. 

(d) The Congress should remove restrictions on scientific 
visitors so that the United States can fully enjoy the benefits 
of free scientific exchange. 

(e) The Congress should make possible travel of American 
scientists to foreign laboratories for visits and research, with- 
out prejudice to their usefulness to the United States. 

(f) The Congress should emphasize and support the im- 
portance of science in formulation of foreign policy and the 
need for a high-level Science Office in our Be artment of 
State and for science attachés in our embassies abroad (hear- 
ings, pp. 754, 755). 


All of the witnesses at the subcommittee’s hearings on scientific and 


technical information concurred in Dr. Berkner’s recommendation (f). 
They explained the State Department has allowed the science attaché 
program to lapse by failing to replace scientific experts at embassies 
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as the appointments of the attachés ended. The program lies dormant 
even though the U.S. S. R. has announced that Russian scientists are 


being assigned to its embassies to collect and disseminate scientific 
information. 


V. InrorMATION From FeperaL Executive AGENCIES 
A. CIVIL SERVICE COMMISSION 


Claim of “inherent”? power—At a hearing on November 8, 1955 
Civil Service Commission witnesses were asked to justify the claim 
that the Commission has an “inherent power’ to deny information. 
The claim was made by the Commission in answer to question I. 
(2) of the subcommittee questionnaire, asking the basis for authority 
to deny access to information. The Commission stated: 


The authority of the Commission to deny access to or to 
furnish information from its records and files is based on the 
inherent power of the executive branch of the Government 
derived from the Constitution, to enable it to carry out its 
administrative functions * * * (p. 83, committee print, 
Replies From Federal Agencies to Questionnaire Submitted 
by the Special Subcommittee on Government Information 
of the Committee on Government Operations). 


In testimony before the subcommittee, Lawrence V. Meloy, Acting 
General Counsel of the Commission, attempted to explain the claim 
of inherent authority: 


Mr. Menor. We have a right under the Constitution, in 
carrying out our functions, to make a determination in the 
best interests of the public, and for the purposes for which 
it was organized, and the Commission would, under the Con- 
stitution, have that inherent power. 

Mr. Moss. Without any expression from anyone? 

Mr. Metoy. Yes. 

Mr. Horrman. Mr. Chairman, as I get it, the Constitution 
provides the executive power shall be vested in the President. 
We created these other agencies; by that I mean we, the 
Congress. 

Mr. Moss. And the Constitution, as I recall, says that 
the powers are in the President and not that the presidential 
powers are in the departments. 

Mr. Metoy. Well, I think I would not interpret it that 
way. I think under the Constitution, if Congress sets up an 
agency to do a certain job, that agency has the right to do 
that job, and in doing so it has certain inherent rights 
(hearings, p. 140). 


Mr. Meloy’s contention that a commission in the executive branch 
of the Government has an inherent power, derived from the Constitu- 
tion, to restrict information from the people was repeated in a brief 
transmitted to the subcommittee by Philip Young, Chairman of the 
Civil Service Commission (hearings, p. 399). 

Civil Service Commission employee regulations —The attitude of the 
Civil Service Commission toward the public’s right to full information 
about the agency also was shown by the following testimony on a 
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provision in the Commission’s regulations stating that internal dis- 
agreement with the policies of the Commission or other Federal 
agencies shall not be made public: 


Mr. Youna. Sir, I think that is a very worthwhile provi- 
sion. I believe dirty linen should be washed within your own 
office and own family and not in public. 

Mr. Fasceiu. Except that your organization is not your 
own family, is it? 

Mr. Youne. I have the responsibility for running the 
Commission. Should there be disagreement, criticism with 
respect to the policies or any other facts or actions within 
our own operation, to my mind those should be ironed out 
internally first before being given general publicity * * * 

Mr. Fasceruu. If it is not to be made public, because you 
do not want to wash dirty linen, what does the public get— 
what you regard to be the picture? 

Mr. Young. They may not get anything; they may not 
have an interest in it or they may have an interest in it. 
Ido not know. But whatever the particular situation might 
be, it is up to management of that organization if something 
was sour in it to straighten it out. That is part of his re- 
sponsibility (hearings, p. 122). 


At the request of the subcommittee, the Commission reviewed 
regulations governing the release of information by Commission 
employees. Although the Commission representatives contended 
they followed an ‘open door” policy, the written regulations flatly 
stated all information about the agency was the property of the 
Government. And the regulations provided penalties for employees 
who discussed Government business outside of the office. After the 
review requested by the subcommittee, the Civil Service Commission 
rewrote its regulations to state that it is the positive duty of each 
employee to keep the public informed about Commission plans and 
activities (exhibit 6, hearings, p. 405). 

Claims of authority to restrict—In addition to recognizing the ques- 
tionable nature of some of its policies restricting mformation, the 
Civil Service Commission also has admitted that it does not have 
some of the legal authority which had been claimed to withhold infor- 
mation from the public. The Civil Service Commission, in the sub- 
committee questionnaire and during hearings, cited title 5, United 
States Code, section 22, as legal authority for restricting information. 

The law is a basic housekeeping statute, instructing the departments 
of the Federal Government to set up files, keep records, and do the 
other paperwork jobs necessary to run a Government. In answering 
the subcommittee’s questionnaire, 12 Federal agencies claimed this 
law also gave them the right to keep confidential their records of 
official actions. After a discussion of this particular law, the Civil 
Service Commission admitted it did not, after all, permit the Com- 
mission to put a confidential stamp on its files of official business 
(hearings, p. 141 and exhibit 4, p. 401). 

Names and salaries of Civil Service Commission employees.—The 
subcommittee also questioned the Commission’s policy on making 
names and salaries of Commission employees available to the public. 
The Commission’s policy was outlined in the following exchange: 
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Mr. Fasceitu. * * * Do I understand your position to be 
that you will divulge the names and addresses and salaries 
of employees of the Civil Service Commission on the request 
of any responsible individual as long as the purpose to which 
the information shall be put is reasonable? Is that your 
position? 

Mr. Youna. That is a much clearer statement than I 
made and represents my thinking (hearings, p. 112). 


At the request of the subcommittee for a report on action taken to 
clarify the question of names and salaries, Chairman Young wrote: 


Because this problem is of considerable importance to the 
public and because it is common to all the departments and 
agencies of the executive branch, I feel it should be ap- 
proached on an interagency basis. ‘Therefore, in my capacity 
as the President’s assistant and adviser on personnel manage- 
ment matters throughout the executive branch, I am 
asking the interagency advisory group to study the problem 
thoroughly and to report to me its conclusions and recom- 
mendations. The interagency advisory group is composed 
of personnel directors of the various Government agencies 
and provides consultation and assistance to the Commission 
in important personnel matters of governmentwide applica- 
tion (hearings, p. 404). 


B. POST OFFICE DEPARTMENT 


Names of postmaster eligibles—The subcommittee discussed with 
both Civil Service Commission and Post Office Department witnesses 
the refusal to tell the public the names of persons eligible for appoint- 
ment as local postmasters (hearings, pp. 85-103; pp. 165-177). 
Postmaster vacancies are filled by Presidential appointment, but to 
be eligible for appointment a candidate must pass a civil service 
examination. In past years, the names of the three top candidates 
who passed the examination and were eligible for appointment were 
made public. The Civil Service Commission, at the request of the 
Post Office Department, decided in September 1953, not to disclose 
the names of persons eligible for appointment as postmasters. During 
a hearing on November 9, 1955, Assistant Postmaster General Eugene 
J. Lyons testified the Department could get better postmaster candi- 
dates if the names of those who had passed the initial civil service 
examination were not made public: 


Mr. Fascety. You say that you concurred in the with- 
holding of this information after you examined the situation. 
Do you still feel today that the situation is such that this 
withholding should continue? 

Mr. Lyons. In my opinion, we are getting a little better 
caliber and more applicants as a result of the withholding of 
the registers. I realize what is in the public interest is a 
matter of judgment. Is it more in the public interest to get 
the best candidates for postmasters, or to satisfy entirely 
the public curiosity about the candidates for postmasters? 
It is a difficult question to answer, and my own experience 
in the field of personnel administration nies me absolutely 
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certain that the publication of the names of applicants for 
almost any position that is not elective causes great difficulty 
in getting higher caliber personnel to make those applications 
(hearings, pp. 169 and 170). ’ 


* * * * * 


Mr. Fascety. Do I understand from your statement that 
you feel if you improved your recruitment processes, if you 
raise salaries, if you improve public relations in the com- 
munity, if you do a number of things that would occur 
naturally in the normal course of business, you could not 
reach the goal that you are trying to achieve? 

Mr. Lyons. I still feel that siiblieation of both the appli- 


cants and the names on the register does prevent some 
qualified applicants from seeking t at i pa because of the 
embarrassment (hear- 


feeling that they would suffer perso 
ings, p. 176). 


After additional examination of the idea that secrecy should 
surround postmaster applicants so there would be no embarrassment, 
the subcommittee gained from the Post Office Department the con- 
cession that such secrecy is unnecessary. The Department has 
withdrawn its request to the Civil Service Commission to keep 
postmaster eligible names confidential and the Commission has been 
asked to free this information (exhibits 10 and 11; hearings, pp. 409 
and 410). 

C. TREASURY DEPARTMENT 


Tax exemption information.—One of the restrictions on information 
discussed at a subcommittee hearing with the Treasury Department 
on November 9, 1955, was the Department’s refusal to make public 
the applications for tax exemption from nonprofit, nonpolitical organ- 
izations. The applications list the justification for claiming a tax- 
exempt status under section 501 of the 1954 Internal Revenue Code. 
For more than 3 years the subject has been discussed between reporters 
and representatives of the Department, but not until the subcom- 
mittee hearing did the Department agree to support legislation making 
the applications public. In his opening statement, Under Secretary 
of the Treasury H. Chapman Rose stated: 


In keeping with our firm policy of the maximum freedom 
of information, I can inform this committee today of a deci- 
sion by the Treasury, with respect to public inspection of 
applications by organizations receiving tax-exempt status. 
Treasury Secretary Humphrey has authorized me to say that 
the Treasury will sponsor legislation at the next session of 
the Congress to permit applications for tax-exempt status to 
be opened to inspection by the public. The Secretary has 
for some time believed that * * * it is entirely proper that 
their applications for tax-exempt status be available for public 
inspection. The Justice Department advises us that con- 
gressional action specifically allowing public inspection of 
applications of tax-exempt organizations is desirable to 
remove any doubt concerning the authority of such action 
(hearings, p. 193). 
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Dos the hearing, subcommittee members pointed out the impor- 
tance of making public the reasons for granting tax exemption to 
organizations which claim they are nonpolitical and nonpartisan. 
The justification for such exemption is set forth only in the applica- 
tions. Subcommittee members also questioned the need for con- 
gressional action to grant public access to the applications (hearings 
PP. 193-201). In a letter on June 14, 1956, to Treasury Secretary 

eorge M. Humphrey, asking what action had been taken on the 


Department’s proposal to sponsor legislation, Subcommittee Chairman 
Moss stated: 


Many persons contend the applications from tax-exempt 
organizations can be opened to public inspection by admin- 
istrative action. Nevertheless, I believe it is incumbent 
upon you to follow up your decision by taking definite action 
toward the sponsorship of legislation. 


In response to a subcommittee request, the Department had given 
the following explanation of the reason the applications had not 
already been opened to public inspection: 


In 1953 this Department proposed an Executive order 
which would have opened to public inspection the applica- 
tions for tax exemption of nonprofit organizations. The 
Department of Justice, through which all proposed Execu- 
tive orders are normally routed, declined to forward the 
proposal to the President on the ground that he was with- 
out legal authority to issue it. Several conferences were held 
between representatives of this Department and the Depart- 
ment of Justice at which this Department urged the legality 
of the proposal. Finally, the Deputy Attorney General 
orally advised the Treasury Department representatives, at 
a conference held on June 22, 1955, of the final decision of the 
Department of Justice against forwarding the proposed Ex- 
ecutive order to the President (hearings, exhibit 13, p. 410). 


Information on national bank mergers-——Under title 12, United 
States Code, sections 33, 34a, and 34b the Comptroller of the Currency 
has authority to approve or disapprove mergers of national banks. 
Comptroller of the Currency Ray M. Gidney told the subcommittee 
he would not comment, to the public, on whether a certain bank has 
applied for approval of a merger and would make no other information 
on the proposed merger public until the action was an accomplished 
fact and he had granted the final approval (hearings, pp. 208-223). 
The matter was pointed up in the following colloquy: 


Mr. Moss. I think many times in small communities 
rumors spread very quickly when mergers are proposed, 
particularly in connection with chain banks. 

‘Mr. Gipney. In many communities, small and large, 
rumors are spread when there is no basis as far as we are 
concerned, 

Mr. Moss. Yes. 

Mr. Groner. And sometimes rumors spread for the pur- 
pose of stimulating stock prices, and so forth. 

Mr. Moss. And sometimes an affirmative response to an 
inquiry made to your office would tend to stop the rumors. 
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‘Mr. Groner. It might. But that is one of the things it 
seems to me is desirable to avoid, that is, someone starts a 
rumor: Is it our job to scotch rumors? 

Mr. Moss. No, sir; but I think it would be your job to give 
the full facts as you know them (hearings, p. 214). 


_ Mr. Gidney testified this restriction on information has been the 
practice since 1863. 





D. AGRICULTURE DEPARTMENT 





Advisory committee information.—During a hearing with the Agri- 
culture Department on November 10, 1955, the caboiiminiates con- 
sidered the various committees of businessmen set up by the Agricul- 
ture Department to give advice on future policies. In many cases, 
the subcommittee found, the advisory committee meetings were held 
in secret; their recommendations were not made public, sometimes 
even the names of committee members were kept confidential (hear- 
ings, pp. 235-270). 

Among the reasons advanced by Under Secretary True D. Morse 
for restrictions on information about advisory committees were that 
the committee members would give their frank opinions only in private 
sessions and that the matters discussed in the private meetings could 
not be made public because of the possible effect on the sensitive mar- 
ket in agriculture products (hearings, p. 259). The following colloquy 
occurred : 


Mr. Moss. In the matter of sensitivity of the market, 
I understand all the advisory committees have men on them 
who are active in business? 

Mr. Morse. In many instances; yes. 

Mr. Moss. And if a committee arrives at a decision or a 
recommendation and there is a lapse of time before action 
is taken on that recommendation, is there not an oppor- 
tunity for some people using inside information to take 
advantage of that information? We can assume, of course, 
that they are men of high principles, but certainly the his- 
tory of CGivainnauns indicates there are a sufficient number 
of exceptions always around so that the contrary becomes 
true on occasion. Sensitivity of the market is one thing I 
think everyone regards as important to the overall economic 
situation, but opportunity for advantage in performing a 
public duty or service is equally important. 

Mr. Morse. Yes. It is mm that area that I think we ought 
to call attention to the fact that some of these committees, 
as they understand, are purely advisory to the Secretary. 
So they may hold their meetings and not know what action 
will follow. We also often advise with Members of Congress 
for further guidance so that we are sensitive to the various 
situations that you describe. 

On the other hand, we realize the very great responsibility 
there is on any Secretary of Agriculture and, as I indicated, 
the recommendations or suggestions are purely advisory to 
the Secretary or to a department head. e have to take into 
consideration many aspects beyond what may be brought out 
in an advisory committee meeting before we firm up an 
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action, so after a committee meeting there remains some 


realm of speculation as to the final action (hearings, pp. 
259-260). 


On the question of gaining frank opinions from advisory committee 
members only in closed sessions, the following colloquy occurred: 


Mr. Moss. Suppose we were to pass a law, Mr. Morse, re- 
quiring that State and other boards of advisers and other 
public groups should hold open meetings. Would it be your 
judgment that in doing so, we brought about less effective 
government? 

Mr. Monrss. If you said that any advisory groups that we 
brought together would have to hold open meetings, I think 
that ought to be examined very thoroughly in the interest of 
good government—effective government. 

Mr. Moss. I realize just exactly what you are talking 
about because there are times when I have gone on the floor, 
both here in the House and while I was a member of the State 
legislature, and I know that it would have been much easier 
to say what I was going to say if no one had been listening. 
But I still said it. And I think sometimes we get better 
advice because it carries the courage of conviction in the mak- 
ing of a decision. 

think perhaps that, in considering this problem, when 
people are assured that they can give advice secretly and that 
there is no public accountability for it, that you sometimes 
get advice that would not stand up in public. 

Mr. Morse. Yes. 

Mr. Moss. I think the strengthened consideration and 
convictions you will get from those who are willing to be 
publicly accountable for it are strengthened. And if we can 
carry that suggestion to its logical conclusion and extend it all 
the way through the Government, we are getting the most 
effective government. 

The suggestion is that the Government gets the best advice 
that ay secured when it is secretly arrived at. I think 
that defeats the whole purpose and it is contrary to a basic 
principle. I think that we are here concerned with attitudes 
which have evolved over the years, and I do not say these 
attitudes exist in any one party or in any one administration, 
but I do think we see a pattern here of attitude of govern- 
1 that we withhold unless we can affirmatively justify 
release. 

I think the contrary should be the rule, that we make it 
available unless we can affirmatively and for good reason 
justify the withholding (hearings, pp. 267-268). 


re the subcommittee hearing, Mr. Morse said the Department 
would “develop a more suitable arrangement’”’ to make information 
available about the activities of advisory committees (hearings, p. 
234). After a series of letters between the subcommittee and the 
Department, the Department agreed to improvements in its advisory 
committee information practices as outlined in the following letter: 









































































































































































































DEPARTMENT OF AGRICULTURE, 
Washington, D. C., April 21, 1956. 
Hon. Joun E. Moss, 


Chairman, Government Information Subcommittee, 
House of Representatives. 


Dear ConeressMAN Moss: I am glad to furnish you with the addi- 
tional information you requested in your letter of February 14 re- 
garding the Department’s policy for handling information on advisory 
committees. 

In clarifying this policy, the matter was first reviewed by top mem- 
bers of the De artment’s staff. Following that, a statement was 
drafted setting forth the policy the Department follows. This clari- 
fication of peliny is the general guide followed by all agencies in the 
Department in making information available on activities, and 
recommendations, of advisory committees. A copy of the statement 
is attached. Our policy has been discussed in a monthly meeting of 
Department agency heads, and in a special meeting of all agency 
information heads called by the central Office of Information. Copies 
of the statement were furnished to all agencies. 

As to your request for a comparison of our handling of advisory 
committee information before and after the review of our policy, we 
are taking the following steps to publicize these meetings: (1) Advance 
notice of meetings; (2) press briefings while meetings are in progress; 
and (3) issuance of a press release after the meeting is concluded unless 
there are obvious reasons that make a press release unneeded. 

Because some committee activities had become quite routinized, we 
previously did not follow through on all steps at all times. Cur- 
rently, our general practice is to give correspondents advance notice 
of meeting either verbally through our pressroom, or by notice on the 
news tickers. Initial meetings of newly constituted committees are 
made known through issuance of a press release. Briefings are pro- 
vided either by a Government official or an industry committee mem- 
ber, or both—whichever seems more effective for the type of committee 
involved. 

Press releases are issued except in cases where such action seems to 
be an unnecessary duplication. For example, most committee meet- 
ings end late in the afternoon. When this happens, we notify corre- 
spondents that a briefing will be held toward the end of the session, so 
that they can meet their deadlines. By the time we would prepare, 
clear, process, and distribute a formal press release, we would have 
delayed the news past the point where the correspondents could use it. 
Also, there are times when we do not issue formal releases because the 
considerations of the committee are such that a release is not war- 
ranted, as for example, when no recommendations are reached or 
action taken. In such cases, we fill in the correspondents verbally 
on what was discussed and give them the opportunity of posing any 
questions they may wish. 

There are some occasions when correspondents are not interested 
in briefing sessions, and when such lack of interest is indicated, 
briefings are canceled. 

I trust this information meets with your request satisfactorily. 


Sincerely yours, 
True D. Morse, 
Acting Secretary. 
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DEPARTMENT POLICY ON ADVISORY COMMITTEE PUBLICITY 


The Department maintains an “open door” policy with 
respect to information on meetings of advisory committees. 
Its application must necessarily vary according to the spe- 
cific committee and the subject matter with which it deals. 
The public interest, especially markets for agricultural com- 
modities, must be protected. The general policy is to hold 
briefing sessions for the press on the background of items on 
the agenda, and when conclusions are firmed up, press releases 
or reports are usually available. The Department works 
with the press to provide such appropriate additional infor- 
mation as may be requested. 

The responsibility for releases rests with the chairman of 
the advisory committee working with the heads of agencies 
concerned and with the Department’s Office of Information. 
(Hearings, exhibit 19, p. 425.) 


Interest Rate Changes.—Witnesses admitted the Agriculture Depart- 
ment twice delayed announcement of an increase in interest rates in 
the loan programs operated by the Department (hearings, p. 274). 
Following a Secussion with the subcommittee (hearings, pp. 271-278) 
and a series of letters, Under Secretary Morse wrote the suBtodtihhittes 
on January 17, 1956: 


Through discussions with both administrative and informa- 
tion people concerned, we have taken similar steps to assure 
that public announcement is made of changes in interest 
rates on loans administered by the Department. Evidence 
to this effect is given in the attached copies of press releases 
on two interest rate actions taken since our hearing before your 
subcommittee last November. The action announced 
November 22 was approved by the Commodity Credit 
Corporation Board of Directors on November 18, and by the 
Acting Secretary of Agriculture on November 21. The 
action announced December 22 was approved by the CCC 
Board on December 21, and by the Acting Secretary on 
December 23. Both releases were issued as soon as it was 
possible to do so (exhibit 17, hearings, p. 422). 


E. DEPARTMENT OF COMMERCE 


(1) Office of Strategic Information 

Establishment of OSI.—At a hearing before the subcommittee on 
April 19, 1956 Erwin Seago, OSI Director, testified he could not dis- 
cuss the National Security Council document which directed the De- 
partment of Commerce to establish the OSI, since the NSC directive 
was classified as “‘Secret’’ under Executive Order 10-501. He also 
stated three reports made to the National Security Council on the 
progress of OSI in the field of unclassified information could not be 
discussed since they were classified “confidential”. 

Following correspondence between the subcommittee and the 
National Securit uncil, the section of the directive establishing 
OSI was declassified. The directive states: 

The Department of Commerce should: 





22 INFORMATION FROM DEPARTMENTS, AND AGENCIES 


1, Reactivate the approved program which provides a cen- 
tral clearing house to which business and industry may look 
for guidance for their voluntary use in considering the public 
release of unclassified scientific, technical, industrial or 
economic (nonstatistical) information, where such publica- 
tion might be prejudicial to the defense interests of the 
United States. In reactivating this program the Depart- 
ment of Commerce should take affirmative steps to publicize 
sr availability of this voluntary cooperation of business and 
industry. 

2. Establish an advisory committee composed of appropri- 
ate agencies (to be determined by the Secretary of Commerce 
in consultation with the ICIS) for the purpose of furnishing 
Urreerae to executive agencies on the publication of unclassi- 

ed scientific, technical, industrial, or economic (nonstatisti- 
cal) information originating in departments and agencies of 
the executive branch, where such publication might be 
prejudicial to the defense interests of the United States. 

3. Activate the program for controlling the direct export 
of unclassified Government technical publications to Soviet 
bloc countries and, where poses extend the program to 
the indirect export of such publications (exhibit, hearing 
transcript, June 11, 1956). 


Department of Commerce Order 157, issued August 23, 1955, to 
set up the Office of Strategic Information was based on the authority 
granted in the National Security Council directive. The scope of 
activity the Department of Commerce Order established for OSI is: 


The Department of Commerce has been assigned responsi- 
bility for several aspects of a program designed to coordinate 
the release of unclassified scientific, technical, industrial, and 
economic information, the indiscriminate distribution of 
which may be inimical to the defense interests of the United 
States. The Department shall— 

1. Establish an advisory committee composed of appro- 
priate agencies for the purpose of furnishing guidance to and 
establishing policy for {italic added] executive agencies on the 
publication of unclassified scientific, technical, industrial, or 
economic (nonstatistical) information originating in depart- 
ments and agencies of the executive branch, where such 
publication might be prejudicial to the defense interests of 
the United States. 

2. Provide a central clearinghouse to which business and 
industry may look for guidance for their voluntary use in 
considering the public release of unclassified sclemtilic, tech- 
nical, industrial, or economic (nonstatistical) information 
where such publication might be «agers to the defense 
interests of the United States; an 

3. Establish an advisory committee to coordinate and es- 
tablish (italic added) the policies of agencies of the United 
States Government in the exchange of publications with 
foreign countries and organizations; to study the pos- 
sibilities for pooling exchange operations for greater effective- 
ness in the national interest and security; to cooperate with 
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and render advice to private organizations in connection 
with private international exchange of publications (exhibit, 
hearing transcript, June 11, 1956). 


During a second hearing with representatives of the OSI, on June 
11, 1956, the National Security Council directive was compared with 
Commerce Order 157. The following was part of the testimony: 


Mr. Fasceiy. * * * I think it is generally understood 
ne it [the order] goes far beyond what the NSC directive 
said. 

Mr. Seago. The activities never went far beyond. 

Mr. Fascetu. Well, the activities may not have. But I 
think your original order may have. 

Mr. Sraco. It may have; yes. 

Mr. Mrreneuu. If the NSC intended that the OSI was to 
establish policy, why didn’t they say it in their directive? 

Mr. Seaco. I think I have answered that (hearing tran- 
script, June 11, 1956). 


Dr. Walter J. Murphy; editorial director of the Applied Journals of 
the American Chemical Society and former president of the Society of 
Business Magazine Editors, commented on the National Security 
Council directive establishing OSI: 


There seems to be a childlike belief on the part of a great 
many people in this country—people who should know 
better—that (1) we have all, or practically all, of the scien- 
tific and technical brainpower of the world residing in this 
country. (2) If each night we lock up our store of scientific 
and technical reports, we will thereby curtail the scientific 
and technological advances of other countries. 

We have no monopoly nor anything like it in the way of 
scientific and technical manpower in the United States. If 
we padlock our scientific and technical knowledge, we will 
be withholding it from our own scientists and technologists 
just as much as from a potential enemy. Anyone who has 

ad the slightest contact with science knows it is an elemen- 
tary fact that a report of one piece of progress catalyzes 
further advances. This is what we are referring to when 
we say “cross fertilization of ideas’ (hearing transcript, 
April 27, 1956). 


Justifications claimed for restrictions.—Mr. Seago and his predecessor, 
R. Karl Honaman, who testified before the subcommittee on Janu 
13, 1956, contended that “too much of our technical, industrial, 
scientific, and economic information is going to the Soviet bloc.” 
Both cited as partial justification for trying to control unclassified 
information a statement in the House Appropriations Committee 


report on the Defense Department appropriations bill for fiscal year 
1956: 


Too much information has been released which is of no 
benefit to the American public, but which is of tremendous 
value to our opponents (hearing transcripts, April 19, 1956, 
and January 13, 1956). 


When Mr. Seago made his second appearance before the House 
Government Information Subcommittee on June 11, 1956, it was 
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pointed out that last year’s language, applying to bona fide matters 
of military security and ~easmenlanaiaemaaaen should not be used 
as justification for ee information. 

he latest report of the House Appcoueagane Defense Subcom- 
mittee, headed by Representative George Mahon, of Texas, states: 


The committee trusts that the language in this paragraph 
will not be used by the Department of Defense or other 
Government agencies as a reason for withholding legitimate 
information from the press and public, nor should this para- 
graph be used as a coverup for inefficiencies and weaknesses of 
administration (hearing transcript, June 11, 1956). 


On subsequent questioning, the subcommittee asked that all 
appropriate officials of the Department of Commerce be advised of 
this language as contained in the latest defense a propriations report. 

Press reaction to OST.—In OSI’s first report to the National Security 
Council, dated February 18, 1955, Mr. Honaman had the following 
comments to make about press reaction to the “voluntary coopera- 
tion” program: 


Despite the clear emphasis on its voluntary nature, the 
initial announcement of the establishment and objectives of 
the Office of Strategic Information stirred up the inevitable 
editorial protest from a small but highly vocal segment of 
the press. Practically all of this flurry traces back, directly 
or indirectly, to a campaign promoted by the chairman of 
the Freedom of Information Committee of the American 
Socicty of Newspaper Editors. It was certain in advance 
that this group would read ‘‘censorship” into any suggestion 
that editors should use their informed judgment to protect 
American strategic interests. 

It was also to be expected that the many editors who view 
this Office as a practical attempt to find reasonable answers 
to real problems would be less vocal in their editorial pages. 
This practical viewpoint has less dramatic appeal. Privately 
many editors admit that the problem is real and express a 
sincere hope that an answer wil) be found. 

Fortunately, the manifest unfairness and inaccuracy of 
some of the published editorial criticism has been largely 
offset by the resulting increasing awareness of the problem. 
We see indications that more editors are taking a second 
look and exercising judgment [italic added] before publishing 
questionable strategic information (exhibit, hearing tran- 
script, June 11, 1956). 


International information exchange —The OSI established the Inter- 
departmental Advisory Committee on Publications and the Inter- 
departmental nyt on Committee on International Exchanges to 
control the flow of unclassified information of possible strategic yalue 
(hearing transcript, June 11, 1956). 

As an accomplishment in coordinating the international exchange of 
information, OSI cited its role in the exchange of 10 medical films 
with the U.S.S.R. This job involved five Federal agencies and the 
American Medical Association which was to distribute the Russian 
films. Fourteen months were consumed in effecting the exchange 
(hearing transcript, April 19, 1956). 
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The exchange program also was discussed by Congressman Meader 
and Dr. Donald J. Hughes, chairman of the American Federation of 
Scientists and senior physicist at Brookhaven National Laboratory: 


Mr. Meaper. I would like to ask your expert opinion on 
the effectiveness, or the probable effectiveness, of a program 
for swapping information on a quid pro quo basis. Do you 
see how that could be worked out to any great benefit to this 
country? 

Dr. Hucues. Well, my offhand opinion is that it is not a 
practical approach. I think the most sensible approach on 
scientific information is to decide clearly what is classified and 
what is not classified. Then what information is not classi- 
fied should be disseminated just as widely as possible (hearing 
transcript, April 27, 1956). 


Mr. Seago testified OSI has contracted with the Library of Con- 
gress to compile a “‘want list’’ of publications and papers from behind 
the Iron Curtain which are being sought by American scientists, 
businessmen, and scholars. (Hearing transcript, April 19, 1956.) 

The Library of Congress also maintains a separate program of 
cataloging and shelving information from all over the world. For 
instance, its Monthly List of Russian Accessions for May 1956 con- 
tains 359 pages of titles of Russian books, papers, reports, and pam- 
phlets. The Library’s East European Accession List for April 1956 
consists of 237 pages. 

Even before the establishment of the Library of Congress, American 
scientists of the caliber of Franklin and Watts established the tradition 
of free correspondence of ideas with scientists abroad. Moving in 
this tradition, the Library of Congress became active in the inter- 
national exchange field in 1800. The Library’s present exchange 
program was begun in 1930. Through treaties, executive agreements 
and informal arrangements, there is scarcely a country that does not 
contribute documents to the Library of Congress. (See exhibit VII.) 

Dr. Allen V. Astin, Director of the National Bureau of Standards, 
told the subcommittee the program of international exchange of 
documents was not, in reality, a quid pro quo exchange since the 
United States is attempting to get technical documents not readily 
available in foreign countries in exchange for documents published 
freely in the United States. The following colloquy occurred with 
Dr. Astin, who also serves as the National Bureau of Standards 
representative on the international exchange committee: 


Mr. Meaper. In other words, it is not strictly a trading 
of one document for another, but just a general encourage- 
ment that they make their material available to us without 
really any quid pro quo bargaining at all? 

Dr. Astin. Well, although the reciprocity principle is 
involved in the document, the reciprocity principle has 
been stated as the basis for doing this by the President, in 
its application we feel that you do not have to have some- 
thing exactly the same as what you are giving. The general 


8$1340—56——-3 

















26 INFORMATION FROM DEPARTMENTS AND AGENCIES 


idea is if one laboratory will exchange with another, this is 
quid pro quo (hearing transcript, April 30, 1956). 


Intergovernmental restrictions on information.—The subcommittee 
also inquired into the role and authority of OSI within Government. 
Various witnesses from other agencies in the Commerce Department 
testified they had little contact with OSI. Mr. Seago said a major 
function of OSI was to guide other Government departments, through 
the Interdepartmental Advisory Committee on Publications, in the 
restriction of unclassified information of possible stragetic value. 
His comment that OSI had no power to compel other agencies to 
withhold information from the public brought up the following 
colloquy: 


Mr. Moss. * * * the committee will want to know, as 
soon as you can get the information, whether or not com- 
pliance is required by the directive of the National Security 
Council. It is very important to the study we are making. 
It is information which we must have. 

* * * a * 


Mr. Fascetz. Mr. Chairman, if the gentleman will vield 
at this point. As a matter of fact, it actually depends on 
what they do, not on what he thinks this thing means. Im- 
plementation can be by voluntary methods or by compul- 
sion. The question of fact is what do they actually do and 
I don’t believe he has testified yet on that point. 

Mr. Mrapsr. Well, the language, Mr. Seago, would 
indicate that certain policy determinations governing un- 
classified scientific, technical, industrial, and economic non- 
statistical information had been made by the Security 
Council and that there was a directive which ordered the 
Department of Commerce to carry out those policy deter- 
minations. 

Can you make any other meaning out of that language 
which the chairman read to you? 

Mr. Svaco. Well, I think that that causes us to study 
these areas and it is certainly consistent with the studies of 
the areas that we study, and then we give advice as described. 

Mr. Mzaper. I can’t quite buy that, Mr. Seago. When 
you talk about implementation of policy determinations, it 
means that the:Security Council has made a policy deter- 
mination and the Department of Commerce was given the 
authority of seeing that that policy was carried out. I don’t 
see how you can make any other interpretation of it. If that 
doesn’t imply authority m the Department of Commerce to 
do more than advise and counsel. with other departments, 
then I just don’t understand the English language. 

Mr. Seago. We have indicated that there are no teeth. 
You can’t cause anybody to do anything. 

Mr. Meaper. Well, you certainly can speak with whatever 
authority the National Security Council can speak, can’t you? 

Mr. Seaco. Oh, no. 

Mr. Meaper. They have made a policy determination 
and have ordered the Department of Commerce to see that. 
that policy is carried out. Aren’t you clothed with the 
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power of the National Security Council when you attempt 
to carry out their policy determinations? 

Mr. Seago. I don’t think so, Mr. Congressman (hearing 
transcript, April 19, 1956). 


Among other projects, the publications advisory committee has 
been studying means of withholding aerial photographs and maps 
without, at the same time, denying them to American citizens inter- 
ested in community development, harbor improvement and the like. 

Congressman Fascell inquired whether Mr. Seago saw anything 
inconsistent between this “closed sky policy” and the President’s 
“open sky policy” to allow photographing of United States military 
installations. He replied: 


Mr. Sraco. I don’t know that there is. The open sky 
was finally concluded as being not a complete release of 
information anyway. 

Mr. Fascett. In other words, you see nothing inconsistent? 

Mr. Seago. I don’t think so; no (hearing transcript, April 
19, 1956). 


Office of Technical Services.—In contrast with the Office of Strategic 
Information, which was set up by a classified directive of the National 
Security Council, the Office of Technical Services was created by an 
act of Congress (Public Law 776 of the 81st Cong.). 

Office of Technical Services is directed by Congress to disseminate 
scientific and technical information. OTS collects, catalogs, and 
stocks reports from all Government agencies, including the Atomic 
Energy Commission. These reports are released to science and indus- 
try through press releases, a newsletter and a monthly bibliography. 

Mr. John C. Green, Director of Office of Technical Services, as a 
civil service employee, acted as Director of Office of Strategic Informa- 
tion during the interregnum between Mr. Honaman and Mr. Seago. 
He works in close liaison with the Exchange Division of the Library of 
Congress to develop exchanges with Soviet bloc countries. 

OTS disseminates unclassified information only. But, as Mr. 
Green said in his statement to the subcommittee: 


* * * we are prepared to seek declassification review of 
any categories of information, if a responsible scientific or 
industrial group seeks our aid (exhibit, hearing transcript, 
April 30, 1956). 

(2) Office of Publie Information 

“Open door’ policy.—Mr. Albert N. Leman, Director of the Office 
of Information, told the subcommittee that approximately 3,000 
publications—ranging from booklets to press releases—were turned 
out last year. He cited this figure to show that the Department of 
Commerce maintains an “open door’ policy with regard to the 
handling of news (hearing transcript, April 19, 1956). Mr. Leman 
also said that his Office of Information had a “reasonable liaison’ 
with the Office of Strategic Information. 

Criticism of reporters.—Mr. Leman was questioned closely about a 
complaint which he registered with Mr. James P. Hinchey, editor of 
the Berlin, N. H., Reporter, concerning a column written by Mr. 
Walter Shead, a veteran Washington correspondent. The article, 
which criticized withholding of information on the operations of the 
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Business Advisory Council, was distributed by the National Weekly 
Newspaper Service on September 5, 1955, and was carried in papers 
all over the country. 

In the column, Mr. Shead wrote that Secretary of Commerce 
Sinclair Weeks had refused to make available adequate facts about 
the Business Advisory Council. He termed this “evidence of arbitrary 
censorship in the executive department of the Government.” 

In his letter of protest to Mr, Hinchey, Mr. Leman branded the 
Shead column ‘“‘false’”’, adding: 


It may be well that some outside source sent you the article 
with the deliberate purpose of deceiving you and your readers 
(exhibit, hearing transcript, April 19, 1956), 


Under cross-examination, Mr. Leman was vague as to the matter 
of “an outside source.”” He said: 


I thought the source was not in the newspaper world, at 
all. I thought the source was a different source. A source 
which sometimes sends information to papers (hearing tran- 
script, April 19, 1956). 


Commenting on the propriety of a Government information officer 
ascribing ‘‘very improper motives to a reporter,”” Congressman Moss 
said: 


* * * it is my considered opinion that it is not the 
proper role for a public information officer of the department 
of the Government to take issue with articles which may ex- 


press a view different from that which he holds. 

If you, as an individual citizen on your own time and in 
your own station and in your own area, wanted to take excep- 
tion to that, I think that is the privilege of every American. 
But I think it is highly improper when it comes as the 
considered official action of the Director of Information for 
any department of Government. 


(3) Office of Export Supply, Bureau of -Fereign Commerce 

Export control of technical data.—At*a subcommittee hearing on 
April 27, 1956, Dr. Donald J. Hughes protested Commerce Depart- 
ment regulations requiring scientists to stamp mail to fellow scientists 
overseas. Dr. Hughes, senior physicist at Brookhaven National 
Laboratory, had appeared before the subcommittee previously on the 
science panel. 

Under regulations of the Office of Export Supply, scientists and 
technicians are required to stamp on tlie outside cover of all foreign 
correspondence a statement that they have not violated the provisions 
of the Export Control Act of 1949. The two stamps which scientists 
and technicians are supposed to use are: 


GTDS 


(General Technical Data Scientific) 
=e License Not Required) 


- (General Technical Data Published) 
(Export License Not Required) 


The stamping applies only to the outside covers of unclassified infor- 
mation and there is no Federal censorship of the contents. If classified 
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data is enclosed, an export license is required. Dr. Hughes testified 
that few scientists are aware that they must stamp their unclassified 
correspondence with their colleagues in science overseas and Com- 
merce officials told the subcommittee that there was a low rate of com- 
pliance. Dr. Hughes testified: 


The effect of the labeling requirement is to slow down, and 
in some cases to refuse, the flow of information covered by 
general license GTDS. The regulations themselves do not 
prohibit the flow of such information; yet the labeling re- 
quirement amounts to a restriction. Even though the 
stamping procedure has barely begun, there are already un- 
favorable reactions from European scientists, who assume 
that censorship is in force (hearing transcript, April 27, 1956). 


On behalf of the Federation of American Scientists, Dr. Hughes 
stated: 


In other words, we propose that all labeling requirements 
and all regulations relating to information presently in the 
categories GTDS and GTDP be eliminated from the compre- 
hensive export schedule. In this way, normal exchange of 
basic scientific information could be resumed (hearing 
transcript, April 27, 1956). 

Mr. Harold C. McClellan, Assistant Secretary of Commerce for 
International Affairs, said the purpose was ‘‘not to restrict the flow 
of purely scientific information, but to apply controls only where it is 
in connection with the specific uses in terms of know-how and indus- 
trial production operations.” He testified: 


I think it is unfortunate indeed that in this era in which we 
live it is required that we have any of these restraints on 
communication or the flow of information of a scientific order. 
But I think the other consideration, which is overpowering 
in this case—certainly based on national policy today— 
is that we exercise at least appropriate restraint to avoid 
permitting information of the order that would be dangerous 
for the United States national security to get behind the 
Iron or Bamboo Curtains (hearing transcript, April 27, 1956). 


Mr. McClellan said that there have been only 20 or 30 investigations 
of violations of exports of technical data. Most of these have been 
minor, inadvertent infractions, he testified.” The act carries a fine of 
not more than $10,000 or imprisonment for not more than 1 year, or 
both. No convictions have been imposed with relation to technical 
data, it was testified. 

Referring to the stamping of scientific correspondence, required 
under regulations of the Bureau of Foreign Commerce, Dr. Allen V. 
Astin, Director of the National Bureau of Standards, said that this 
procedure, as applied to the Bureau’s scientists and technicians, was 
“a minor annoying deterrent on communication” (hearing transcript, 


April 30, 1956). 
(4) Business Advisory Council 

On April 18, 1956, the subcommittee discussed information practices 
applying to the Business Advisory Council which has been the subject 
of many inquiries by other committees of Congress. It is described 
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as being “supplementary” to the more numerous industry advisory 
' committees. It is financed by private tax-exempt contributions of its 
members who represent some of the Nation’s largest industrial and 
financial firms. At the same time, it is housed in the Department of 
Commerce Building and utilizes some of the Department’s secretarial 


help. 

Cinmabisol requests for minutes of the BAC are met with claims 
of Executive privilege nor are minutes of the meeting submitted to the 
Department of Justice, if requested, as are the minutes of industry 
advisory committees and task force groups. 

Mr. Philip A. Ray, General Counsel of the Department said the 
Business Advisory Council “has no action authority whatsoever. It 
is purely advisory.’”’ Asked for examples of the type of advice ren- 
dered to the Secretary, Mr. Ray said the Business Advisory Council 
had been asked “to take a look at the organization as an efficient or 
non-efficient operating unit of a couple of units in his office * * *” 
(hearing transcript, April 18, 1956). 

After a lengthy interchange between the subcommittee and Mr. 
Ray about the power of Congress to get documents and information 
in the hands of the Executive (hearing transcript, April 18, 1956, 
pp. 40-63), Congressman Meader observed: 


Mr. Meaper. You see what I resent is the rather implicit 
assumption in all of this denial of information to Congress 
that the elected representatives of the people are not trust- 
worthy and they don’t have any judgment. I don’t think 
that is the case. I am not going to say that Congressmen 
are paragons of virtue, but I think at least they are a good 
cross section of the American public and probably as good 
a cross section as the executive branch of the Government. 
I don’t think there is any perfection in the personnel of the 
executive branch of the Government and no perfection in 
Congress but by and large I think that no committee that I 
know of in Congress would take your brief and give it to the 
opposition. 

Mr. Ray. Well, it is kind of like classified material or mate- 
rial made confidential by law. Some intimate fact is devel- 
oped in the course of a census that you get only because you 
make, you might say. 

Mr. Moss. I think we have here a much broader question 
than just the rights of the Congress and the rights of the 
executive branch. We have the rights of the people. We 
have the right of the people for information. I think it is a 
very strong and a very important one (hearing transcript, 
April 18, 1956). 


The Department contended that freer disclosure of the advice given 
to the Secretary by the Business Advisory Council would “dry up” 
the source. Congressman Moss commented: 


Of course, you are taking a premise here that I am not 
willing to grant: That is, that you cannot have candor in ad- 
vice to Government unless you have it in secrecy. We get 
much advice in committees of Congress in the way of testi- 
mony. After all, the man who appears before a committee 
and testifies is in effect advising the committee, and the 
greater portion by far is given quite publicly. Now, I would 
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like to feel that I can rely upon much of that as reflecting an 
honest opinion of the person who appears before the com- 
mittee. The Secretary in effect is sitting as a committee and 
receiving advice in support of policies or in support of pro- 
policies or against policies. I don’t know why there 
as to be a greater cloak of secrecy there than governs the 
deliberations of Congress or the consideration of its commit- 
tees (hearing transcript, April 18, 1956). 


(5) United States Patent Office 


Patent information.—At a subcommittee hearing on April 23, 1956, 
Mr. Robert C. Watson, Commissioner of the Patent Office, testified 
that during fiscal year 1955 over 4 million copies of patents were sold 
to the public. 

Dr. Allen V. Astin, Director of the National Bureau of Standards, 
testified that the flow of patent information is so great that “radical 
i 2 it techniques” are needed to put it in public circulation. 

e said: 


An example of current activity in this area is the processing 
and searching of patents. Our patent system, as you well 
know, is closely related to the industrial growth and prosperity 
of the United States. The present patent examiners are 
dedicated, conscientious, and competent, but they face a 
task that is much more complex than that of even a few 
decades ago. The unprecedented pace of science and tech- 
nology is producing new facts and inventions at a rate be- 
yond the capacity for patent claim handling procedures. 

n awareness of this problem, the Senate Appropriations 
Committee directed the Department of Commerce to make 
an investigation of the possibility of mechanizing patent 
search operations. A committee, headed by Dr. Vannevar 
Bush, was appointed, This committee concluded that if the 
patent system is to continue to make its contribution to 
our expanding economy, mechanization of the routine aspects 
of the patent search process is essential, and that the auto- 
matic data processing art has reached a stage of development 
which makes feasible its application to this complex problem. 
Accordingly, the Patent Office and the National Bureau of 
Standards are cooperating in a joint program of research 
and development to adapt machine techniques to these 
Patent Office operations (hearing transcript, April 30, 
1956). 


Atomic energy patents——-When nuclear energy arrived as a stark 
and tangible event in the history of mankind, i 3 question of patent- 
ing such discoveries arose with the Congress and the Patent Offico. 
Should the Patent Office give the same free dissemination of atomic 
secrets as it had traditionally given other patents for more than a 
century? 

The Atomic Ene Act of 1946 and the revised act of 1954, in 
effect, set atomic information in a special category apart from other 
patent procedures, to help answer the problem. 

As Commissioner Watson pointed out in his testimony on April 23, 
1956, the Patent Office was required to supply the Atomic Energy 
Commission with all applications for patents which disclose inventions 
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or discoveries in production or utilization of special nuclear material 
for atomic energy. The two Atomic Energy Acts also required the 
Commissioner of Patents to provide the with access to applica- 
tions. (See sec. 151 (c) and (d), hearing transcript, April 23, 1956.) 

Section 181, United States Code, title 35, requires the Commissioner 
of Patents to make applications affecting national security available 
not only to the AEC but also to— 


the Secretary of Defense, and the chief officer of any depart- 
ment or agency of the Government designated by the Presi- 
dent as a defense agency of the United States. 


The object is to enable defense agencies to determine whether an 
invention should be kept secret. The 1955 fiscal report of the Com- 
missioner of Patents listed 2,269 patent applications which were ready 
for allowance but were being withheld by reason of security. Mr. 
Watson testified that this is less than 1 percent of the total number 
of applications for patents listed at the end of the fiscal year on June 
30, 1955 (hearing transcript, April 23, 1956). 

The atom and even the most advanced discoveries are taken in 
easy stride, as Commissioner Watson testified: 


* * * after all the hydrogen bomb is just another invention, 
and while it is the most dramatic of all the devices ever put 
together in this world, nevertheless, in the eyes of the 
Patent Office it is just one of many. There may be and 
probably are pending in our files applications disclosing 
inventions of the greatest importance, perhaps of no less 
importance than those in the popular eye today. It is 
difficult to say there are not inventions disclosed in the 
papers in our files which could not be so classed. In the 
national interest | would think it is necessary for us to 
continue the surveillance of those by those persons best able 
to judge the possible effect of the inventions. I see no 
alternative. 

Mr. Fascexu. Tell me to what comparative degree you 
think that surveillance should be exercised. 

Mr. Watson. That is the $64,000 question there. 
Obviously on the one hand we have a great multitude of 
inventions the disclosure of which woul not handicap us 
even if the information were fully available to the enemy. 
On the other hand, we do have probably a good many 
applications disclosing inventions resulting from programs of 
research carried on in this country of extreme importance 
which, if disclosed to the enemy, would give them informa- 
tion which they otherwise might not acquire except by several 
years or more of research themselves. So with reference to 
that latter class of inventions, I would not disclose them 
(hearing transcript, Apr. 23, 1956). 


- 
F. DEPARTMENT OF DEFENSE 


The Department of Defense hearings were interrupted before they 
could be completed by the press of legislative business as Congress 
neared adjournment. These hearings are to be resumed in the fall. 
The following is a report on the hearings held to date. It is not 
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intended as a final document since there still are many cases, and some 
whole areas, on which Defense Department spokesmen are to be 
questioned. Also, the Department has not had a full opportunity to 
present its side of the story. 

Areas of withholding.—During early stages of the Defense Depart- 
ment hearings on July 9 and 10, the subcommittee elicited from 
Robert T. Ross, Assistant Secretary of Defense for Legislative and 
Public Affairs, an admission that the Department does not confine 
its restriction on information to matters of national military security. 
Release of information is limited on the grounds of (1) “national 
security,’’ (2) “‘national interest” and (3) “the policy of the Depart- 
ment of Defense” (hearing transcript, July 9, 1956). 

Control of informational policies and practices ——At the outset of 
the hearings, Mr. Ross quoted from Defense Department memoranda 
and directives to show that his office had been assigned ‘responsi- 
bility for public information activities of the Department of Defense”’ 
and that the Defense Department Office of Public Information, under 
Mr. Ross’ direction, had been named “the sole agency for the National 
Military Establishment at the seat of Government for dissemination 
of information to media of public information. * * *” Asked if he 
felt the need for additional authority, Mr. Ross replied: 


_ I feel we do have the authority to get the job done (hear- 
ing transcript, July 9, 1956). 


Under questioning the following day, however, Mr. Ross and his 
aides stated that: 

Other agencies in the Department may withhold information with- 
out his office’s ever hearing of such withholding. 

In at least one case, the Navy Department twice refused to answer 
requests by Ross’ office that a proposed magazine article considered 
objectionable by the Navy be passed along to Mr. Ross’ office for 
review of the objectionable ruling. 

Mr. Ross’ office did not prepare Secretary Wilson’s memorandum 
of March 29, 1955, suggesting a sweeping reorganization of Defense 
Department information activities nor has Mr. Ross received any 
written reports of what has been done to implement that memorandum. 
Mr. Ross has been verbally informed of recommendations made under 
the memorandum by the three branches of the Armed Forces. These 
recommendations were made directly to Secretary, but only verbally. 

Mr. Ross was “not generally familiar’ with the public information 
background, if any, of the chiefs of public information in the three 
services. 

Mr. Ross’ office is not the sole authority for determining whether 
or not information will be withheld; and, in fact, Mr. Ross does not 
believe he has the authority to overrule a refusal to release information 
by any of the three services. He stated that the Secretary of Defense 
could overrule such a decision, but admitted he had no knowledge 
of such a case ever having arisen. 

There is no directive requiring the Secretaries of the three services 
to “collaborate” with Ross’ office (hearing transcript, July 10, 1956). 

Verbal orders restricting information—During the July 9 hearing, 
the following exchange took place: 


Mr. Mrrcuetyu. There are no verbal orders for review of 
documents submitted? 
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Mr. Ross. I don’t recall any, sir. 
Mr. Mrrcneuy. Was there a verbal order issued during the 

first week of December 1955, by the Department of Defense 

in which it was stated that the Office of Security Review 

should not clear any data on new weapons until such weapons 

or equipment had been in service for a full year? 

Mr. Ross. No, sir. 


Mr. Ross, after being shown a newspaper article which appeared at 
the time to refresh his memory, went on to explain that the matter 
referred to involved a December 1955 agreement between the service 
Secretaries and the Secretary of Defense that in order to protect exact 
performance data, official speed runs on military aircraft would not be 
requested by the cognizant service until such aircraft had been in 
operational use for 1 year. 


Mr. Moss. Now we have the agreement between the serv- 
ice Secretaries that they will not permit their service to 
make the request of the Secretary. Did the decision or the 
policy determination stop with the service Secretaries? 

Mr. Ross. No, sir. 

Mr. Moss. Or was it then communicated internally to the 
proper officers, civilian and military? 

Mr. Ross. They were apprised. 

Mr. Moss. Was that verbally? 

Mr. Ross. Yes, sir. 

Mr. Moss. Or through written instructions? 

Mr. Ross. Verbally, sir. 

Mr. Moss. Then it was a verbal instruction, or infor- 
mation, or whatever you would call it? 

Mr. Ross. Information. I would prefer to refer to it 
that way * * * 

Mr. Fascetu. Mr. Ross, is this procedure we have just 
gone through a frequent one or an infrequent one? 

Mr. Ross. Very infrequent, sir (hearing transcript July 
9, 1956). 


The constructive contribution clause—Secretary Wilson’s directive 
of March 29, 1955, dealing with clearance of Defense Department 
information, states in part that “review and clearance shall be related 
not only to a determination of whether release of the material would 
involve any technical or substantive violation of security but also to 
a determination of whether release or publication of the material 
would constitute a constructive contribution to the primary mission 
of the Department of Defense.” 

At the July 9, 1956, hearing, the following exchange occurred: 


Mr. Fasceny. Now in your explanation of the ‘“construc- 
tive contribution” clause, it was not intended, you say, that 
the constructive contribution clause apply nor has it been ap- 
plied when reviewing such information, meaning informa- 
tion in response to inquiries from the public information 
media and the public. And according to your interpretation 
it was to be applied only to manuscripts, speeches, and certain 
news releases * * * emanating from the Department it- 
self? * * * That is the present interpretation of that clause, 
is it not? 
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Mr. Ross. I think it has been ever since the directive 
was issued (hearing transcript, July 9, 1956). 


Later discussion of the ‘constructive contribution” clause centered 
on certain portions of Secretary Wilson’s press conference of April 
12, 1955, called specifically to explain the March 29 directive. The 
pertinent passages inserted in the record were: 


Question by reporter: Mr. Wilson, does this fourth para- 
graph mean that even though no violation of security is in- 
volved in some query, it might be turned down simply 
because you don’t regard it as constructive? 

Secretary Witson. That is possible. 

ca * /* ok * 


Mr. Davis (Newsweek). Well, if I want to write an 
article, sir, which in your judgment—well, let’s say I have 
an assignment to write an article which in your judgment is 
not constructive. 

Secretary Witson. Then I wouldn’t cooperate with you in 
it; but if you found the information some other way and you 
went ahead and wrote your article I wouldn’t hold it against 
you. But I wouldn’t be a party to it. 


As to how the “constructive contribution” clause applies to person- 
nel in the service, Mr. Ross was questioned on this matter at the July 
9, 1956, hearing: 

Mr. Moss. Do you know of any instances where material 
has been held up because it was found not to make a con- 
structive contribution? 

Mr. Ross. I cannot cite you any particular instance, sir 
(hearing transcript, July 9, 1956). 


During the testimony the following morning, July 10, 1956, the 
subcommittee put into the record a letter from the office of the Navy 
Chief of Information addressed to Capt. G. W. Campbell, United 
States Navy, on the subject of a story Captain Campbell had written 
for the Saturday Evening Post on the sinking of the cruiser [ndian- 
apolis 10 years before. This letter, dated June 6, 1955, stated that 
Captain Campbell’s article “is hereby returned not cleared for publi- 
cation.” The letter made no claim that Captain Campbell’s article 
contained classified information, but stated in part: 


The story of the sinking of the Indianapolis * * * will 
bring to the attention of young men between the ages of 17, 
18, 19, and 20 who might be contemplating enlisting, this 
episode which, perhaps at the time it occurred, they were too 
young to have known about. 


Detailed testimony on this case was concluded with the following 
observation: 


Mr. Moss. I think the thing that interests me is if we are 
not going to have the Navy in the position of being able to 
censure history, we will have to have some more effective con- 
trols than are evident here, or we are going to have quite a 
rich field of information permanently withheld from the 
American people (hearing transcript, July 10, 1956). 
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Information on cases under investigation —At the July 10 hearing, 
the subcommittee discussed with Leonard Niederlehner, Defense 
Department Deputy General Counsel, and with C. Herschel Schooley, 
Department Director of Public Information, the Pentagon policy 
regarding release of factual data in cases the Department had referred 
to the Justice Department for possible criminal or civil action. Mr. 
Niederlehner stated that the Defense Department withholds even 
factual data that would otherwise be available whenever a case is 
referred to the Justice Department on the ground that release might 
prejudice later court action. At that point, the following exchange 
took place: 


Mr. Fascexu. Is that by interagency agreement? 

Mr. NIeEDERLEHNER. It is not a formal agreement. You 
might say it is a rule of courtesy * * * I do not know of any 
written rule on the subject, but I think it is thoroughly 
understood (hearing transcript, July 10, 1956). 


F Mr. Fascell then reminded Mr. Schooley of a specific case in which 
a reporter had been denied basic data on an Army contract simply 
because the contractor’s subsequent actions had been referred to the 
Justice Department: 


Mr. Fascenty. Maybe we could establish the policy here. 
I do not know whether we can, but we might. Do you think 
it would be a better course of action to follow under the 
circumstances— that is, where it is common knowledge that an 
investigation is pending and the information sought is purely 
background and factual—that the documents themselves 
and the events that actually transpired should be released? 

Mr. Scnootey. I agree with you on “factual’’; but where 
you said “background,” you might get out of that area. I 
mean that would be an area of judgment. 

Mr. Fascetu. But on ‘factual’ it would be a good policy? 

Mr. Scuoouey. Yes, sir (hearing transcript, July 10, 1956). 


Declassification procedures.—Section 4(a) of Executive Order 10501, 
issued by the President on November 5, 1953, states: 


To the fullest extent practicable the classifying authority 
shall indicate on the material (except telegrams) at the time 
of original classification that after a specific event or date or 
upon removal of classified enclosures the material will be 
downgraded or declassified. 


At the July 10 hearing, the following report of the Library of 
Congress made pursuant to a request by the subcommittee was 
placed in the record: 


We have examined a sampling of 200 classified technical 
reports representing issuances of the Army, Air Force, and 
Navy received by this center and published subsequent to 
the date of Executive Order 10501. None of these docu- 
ments carry a statement of downgrading of classification as 
described in the Executive order. 


Mr. Ross himself was then asked how many of the classified docu- 
ments that had passed across his desk contained a declassification 
date. He replied: 
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I have no recollection of having seen any (hearing trans- 
script, July 10, 1956). 


At the hearing on July 12, the following exchange occurred with 
Trevor Gardner, former Assistant Secretary of the Air Force for 
Research and Development: 


Mr. Moss. Under the President’s Executive order setting 
up the three classifications, the services or agencies of govern- 
ment classifying documents were supposed to put on them 
some date, or some event which would bring about their de- 
classification or review. Is there an adequate review of this 
classified material or are there proper notations on it to bring 
about its declassification? 

Mr. Garpner. On the first point, I am not aware of an 
adequate review to bring about declassification. On the 
second point, I recall having seen no statements, ‘Unless re- 
classified, this becomes unclassified on such and such a date.” 
I have never seen that on any document * * *. To show 
you how this works, I think you will find President Truman’s 
original order to drop the A-bomb is probably still classilied 
top secret. This is the kind of thing that occurs. There is 
just no system for going back and cleaning up after the 
event oceurs (hearing transcript, July 12, 1956). 


Historical documents.—During the hearing on July 10, the subcom- 
mittee heard the following statement: 


Dr. R. A. Winnacker, the man who handled the compila- 
tion and release of General MacArthur’s papers on Russian 
entry into the Pacific war, says the problem of declassification 
is mechanically insurmountable. He estimates there are 
100,000 file drawers full of various militarily classified docu- 
ments from World War II. To survey these for declassifi- 
cation would take many years, much money, and more 
qualified experts than are available (hearing transcript, July 
10). 


Mr. Ross was questioned on this matter: 


Mr. Fasce.yi. Well, isn’t it then a fair statement to make 
that once a classification gets on documents they fill up so 
fast that it is almost impossible to make the information 
available, except on a request-for-review basis? 

Mr. Ross. With a great number of documents, that is 
true, yes. 

Mr. Fasce.u. Isn’t it also fair to say, then, that unless you 
know exactly what you want, it would be almost impossible 
to get the information? 

Mr. Ross. With respect to many documents, that would 
be true (hearing transcript, July 10, 1956). 


Mr. Ross stated that the Secretary of Defense was contemplating 
the establishment of a panel to consider this problem. 

Labels used for withholding information —Executive Order 10501 
sought to increase the flow of Government information to the public 
by abolishing the “Restricted” label and limiting classification terms 
to “Top Secret,” “Secret,”’ and “Confidential.” Section 14 of the 


order also authorized the Secretary of Defense to modify the above 
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classification terms to protect ‘combat or combat related operations,” 
and under this authorization the Secretary established the label 
“Confidential—Modified Handling Authorized.” In addition, the 
Department of Defense has established the term “For Official Use 
Only” for internal working papers (exhibit VI). 

At the July 10 hearing, after Mr. Ross identified the last two terms 
named above, the following exchange took place: 


Mr. Moss. Those are the only two, then, outside the three, 
“Top Secret,” “Secret,” and “Confidential” contained in 
the Executive order? 


Mr. Ross. Authorized by the Secretary of Defense. 


A series of additional labels were then placed in the record, including 
“For Air Force Eyes Only’’ (on a routine list of construction fees to 
be paid at various air bases), ‘‘For Official Use’’ (on the cover of the 
Delense Department telephone directory), “Private (Official) Com- 
munication” (on a Navy Bureau of Personnel letter), ‘“Private- 
Official’”’ (also on Navy personnel records), and ‘‘While this document 
is unclassified, it is for use only in industry and not for public release’’ 
(on a letter to defense contractors suggesting the withholding of 
certain unclassified information). 

The record of the July 10 hearing shows that the subcommittee 
brought the ‘“Private-Official’”’ classification term to the attention 
of Secretary of the Navy Charles Thomas on June 11, 1956, and 
Secretary Thomas replied by letter on June 30 that he had discovered 
use of the term and had ordered its abolution. Mr. Moss, speaking 
for the subcommittee, congratulated Secretary Thomas for this action, 
and stated his hope that ‘before long we can also place in the record 
congratulation” to others in the Defense Department who might 
eliminate unauthorized classification labels (hearing transcript, July 
10, 1956). 

Overclassification.—During Trevor Gardner’s appearance before the 
subcommittee on July 12, the subject of needless classification arose: 


Mr. Moss. You indicated in your opinion about a million 
persons can now classify? 

Mr. Garpner. | am sure it is more than 1 million because 
there are several systems of classification. There is the 
industrial security system, and documents originating within 
industrial organizations who have Government contracts 
can be classified by their originators. Within the Military 
Establishment, I am sure there are at least 1 million people 
who can originate classification of documents. * * * 

Mr. Moss. Do you have any opinion as to the percentage 
of documents presently classified that could be declassified 
without impairing the security of the Nation? 

Mr. GarpNner. This would only be a halo impression and 
must be based on documents I have seen. I would say at 
least half the documents that are classified need not be 
classified and probably it is a larger number than that. 

Mr. Fasce tu, In other words, you are being conservative 


in po F jatpeds 
r. GARDNER. Yes. 


Mr. Fascetu. Do you think it would help to lessen the 
compounding of the confusion if instead of a million we had 
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half a million people, or instead of a half million people we 
had just a quarter of a million people? 

Mr. Garpner. Or perhaps only 100 * * *. 

Mr. Moss. * * * Do you have any idea how many docu- 
ments would be classified by the average person who has the 
right to classify? 

Mr. Garvner. That is a very difficult number to get at, 
but certainly millions of documents are being classified each 
been One of the things I know you are concerned about is 

ow do they ever get unclassified and I would say that only 
hundreds of thousands of documents get unclassified, as 
append to the millions that get classified (hearing transcript, 
July 12, 1956). 


Another explanation was given for overclassification during the 
uestioning of Leonard Niederlehner, Defense Department Deputy 
eneral Counsel, at the July 10 hearing: 


Mr. Fascett. But is there any penalty for overclassifying a 
document? 

Mr. NrepERLEHNER. No, there is not. 

Mr. Fasceuu. Is there any penalty for underclassifying a 
document, or releasing it? 

Mr. NIEDERLEHNER. Well, conceivably if you had release 
of information relating to the national security which would 
come within the purview of the Espionage Act, you could say 
there would be a penalty. 

Mr. Fasce.u. You could get in a whale of a lot of trouble if 
you improperly released information. 

Mr. NreperLesNner. Yes, but the intent you would have 
to establish with respect to an offense under the Espionage 
Act—— 

Mr. Fasce.u. You might not be tried for sedition, but you 
sure might get fired real quick (hearing transcript, July 10, 
1956). 


During Mr. Gardner’s appearance before the subcommittee on 
July 12, additional reference was made to this matter: 


Mr. Moss. Well, we are studying the problem that is a 
problem of the American people and of their Government 
and I think Congress has to recognize a certain responsibility 
in sort of edging people over to the overly cautious side in 
the classifying of information. Some committees from time 
to time have jumped on personnel, or Federal departments, 
or agencies, and have been very critical of them. Do you 
feel that that, together with the fact that you can be severely 
criticized for underclassifying, or failing to classify, but rarely 
ever criticized for overclassifying, might increase the ten- 
dency of an individual to overclassify? 

Mr. Garpner. There is no question about it. For ex- 
— if you write a report of some sort in a hurry and it has 
to be submitted and you are not sure of 5 or 6 points in the 
report, what the classification really is or should be, you will 
certainly automatically put the highest classification on it 
to protect yourself, and protect the possibility that you were 
wrong if you put a lower classification on it. There is a lot of 
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Diseussion with Mr. Gardner also revealed one further reason for 





INFORMATION FROM DEPARTMENTS AND AGENCIES 


that. I have done it myself. It is a natural thing to do and 
is just part of the system. “When in doubt, give it the next 
highest classification.”” That is about the rule (transcript, 
July 12, 1956). 


overclassification: 


Lack of uniform clearance standards.—Testifying before the sub- 
comn ittee on July 21, 1956, Trevor Gardner also indicated that 
differences in clearance standards, agency-by-agency, were restricting 
the flow of scientific information, even among those directly involved 


Mr. Garpner. * * * Additionally, the classification may 
be abused so that a document may be classified Top Secret 
when actually it should be unclassified, perhaps to protect 
the individual’s position in the matter. can recall having 
received an instruction to cancel an important program and 
the instruction itself was classified Top Secret. * * * 
The reason for putting Top Secret on it perhaps was that 
the office issuing the instruction to cancel dia not wish to be 
identified with it. * * * 

Mr. Moss. Is it possible that some of the classification 
that is being used is being used to save departments, agencies, 
and individuals from possible embarrassment? 

Mr. Garpner. Yes, I am sure that that occurs quite fre- 
quently (transcript, July 12, 1956). 


in the defense effort: 





Mr. Garpner. * * * Using the same raw data from the 
FBI, there are different clearance criteria in the various 
Government agencies. For example, AEC has different 
clearance criteria than Defense. Defense has different 
clearance criteria than the Air Force, the Army, or the 
Navy. It is possible to be cleared in the Air Force but not 
be cleared in Defense. It is possible to be cleared in CIA 
but not be clearable in any of the other agencies, or vice 
versa. It is possible to be cleared in all the agencies and 
have one of the agencies remove one’s clearance and 
have all the other agencies remove the clearance for the 
same reason, even though the clearance criteria might be 
different. * * * 

I ean think of one example. I would prefer not to mention 
his name, but this is a scientist of international reputation. 
One of the miltary departments withdrew his clearance. In 
the Air Force we desired to use this man because of his un- 
usual abilities. However, in the Air Force we withdrew his 
clearance because his clearance had been withdrawn by the 
other department. Unfortunately, this man has such inven- 
tive ability that he keeps on coming up with “Secret” and 
“Top Secret’’ ideas, even though his clearence is removed. 

Mr. Moss. What happens with those ideas after he comes 
up with them? 

Mr. Garpner. We solved the problem by giving him an 
unclassified contract and then as soon as a ets some 
interesting results we classify the results and he no longer has. 
access to them. ; 
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Mr. Fascetu. That is an interesting matter of security. 
This scientist is not classified, but his material is. 

Mr. Garpner. Yes. We can’t seem to classify his head. 
He keeps coming up with secret ideas (hearing transcript, 
July 12, 1956). 


The need-to-know criterion.—At the July 12 hearing, it was brought 
out that, as a result of the leakage of combat operations plans during 
the Korean war, the Defense Department further restricted access to 
classified information by ordering that henceforth no one would be 
granted access—even if he were cleared for the classification involved— 
unless he could prove a need for such information in the performance 
of his duties. 

Other testimony before the subcommittee has indicated this same 
“need to know” test is applied to requests for scientific information 
from technicians whose ideas have no application to a particular 
military situation, and even to scientists who have been cleared and 
are working on different military projects. Mr. Gardner commented: 


The reverse is true in a development or scientific situation. 
Here, it is very difficult to say which scientist or engineer or 
physicist is going to come up with the idea that will push the 
ball over the goal line, so that all the people working on a 
given project have a “need to know” all of the facts they can 
get their hands on. Applying the ‘“‘need to know”’ criterion 
to a scientific situation simply cripples it so that you just 
cannot have any progress * * * it is impossible to define 
what a scientist needs to know and what he does not need 
to know to get his j»b done (transcript, July 12, 1956). 


Piecing together public data~—At the Department of Defense press 
conference of April 12, 1955, a transeript of which was entered in the 
record of the subcommittee’s July 9 hearing, Secretary Wilson spoke 
of the danger of putting together— 


a number of things that, in pieces perhaps, had been said in 
the past, but putting them all together in a logical story 
[that] gives an entirely different piece of information. 


This theory has been expounded in speeches by both Mr. Ross and 
his former deputy, R. Karl Honaman; it is the theory behind the 
operation of Commerce’s Office of Strategic Information; and it has 
been cited by the Defense Department in ruling as objectionable 
certain articles submitted for clearance by outsiders as well as depart- 
ment personnel. 

At the subcommittee hearing on July 12, Trevor Gardner com- 
mented: 


First. of all, I do not agree with Mr. Wilson on this, and I 
never have. I have felt that stringing together a series of 
facts which are already in the public domain is something 
that our enemies must be able to do just as easily as we do. 
As a matter of fact, that is one of the standard ways of getting 
intelligence, is to take isolated facts in the public domain 
and put them together in various sequences. 

The point that Mr. Wilson has made, and he has made it 
several times, is that this is a very bad thing to do because 
it develops a new conclusion. I feel that this is erroneous in 
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that the conclusion has already been developed by just the 
releasing of the facts themselves, whether you string them 
together or not (hearing transcript, July 12, 1956. 


The present Pentagon information organization —During the sub- 
committee hearing on July 10, Mr. Ross stated that the entire Defense 
Department information organization under his command “has been 
operating smoothly.’’ He further indicated that this smoothness of 
operation was the reason little had been done under Secretary Wilson’s 
memorandum of March 29, 1955, suggesting a sweeping reorgani- 
ceuar of Pentagon information activities (hearing transcript, July 10, 
1956). 

On July 12, the subcommittee heard testimony from Lt. Gen. 
Floyd L. Parks (retired), who served as Chief of the Army Public 
Information Office for 6 years prior to his retirement in February of 
1956. 

General Parks pointed out that the Congress first placed a limita- 
tion on how much the Defense Department and the services could 
spend on public information activities in 1952 and that the limitation 
has been made more stringent each year. He stated that when he 
was commanding general of the Second Army in 1953, he could allot 
only $1,000 for a year’s public information activities at Fort Knox, 
“the fifth largest community of people in the State of Kentucky.” 
In 1956, he added, “the fourth community in Maryland,” Fort 
Meade, “‘had $625 to spend for public information.” 


The officials of the Department of Defense, General Parks stated— 


have never fully understood the problem of the limitation, 
simply because they do not have the problem * * *. The 
limitation is a totally inadequate, completely unrealistic 
and artificial restriction, and its elimination would remove 
one of the major blocks impeding the free flow of information. 


General Parks indicated that the centralization of Pentagon public 
relations activities in the Office of the Secretary of Defense also 
restricted the free flow of information: 


It was my feeling when I served as Chief of Information 
for the Army that the Department of Defense public informa- 
tion activities went beyond the policy area, which was the 
original reason for their establishment, into the operating 
area which made the reporter one step further from the news 
source than necessary or proper. 


Finally, General Parks stated that trained personnel was extremely 
difficult to obtain in Defense Department public information posts, 
adding that ‘officers have avoided information assignments because 
they felt that such service retarded their careers, prevented or delayed 
promotion, and seldom gained recognition for a task well done.’ 
He cited several cases to show that public information assignments 
actually have retarded careers. As a solution, General Parks suggested 
that the public information field be established on a career basis, like 
Ordnance, so that competent and qualified officers could remain in 
this field without jeopardizing future promotions (hearing transcript, 
July 12, 1956). 
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VI. Inrormation From INDEPENDENT ReGuLATORY AGENCIES 


The subcommittee discussed the informational practices and policies 
of the regulatory agencies independent of the executive branch at hear- 
ings on January 26, 27, and 31, and February 2, and 17, 1956. In 
recent years, Congress has increased the authority of the independent 
agencies which regulate such fields as nationwide transportation, radio 
and television broadcasting, the stock market, and labor-management 
relations. As the independent agencies have been given more author- 
ity, however, there have been charges that they have been giving the 
public and the Congress less information. 

Independence from executive control of information.—Witnesses repre- 
senting most of the independent agencies testifying before the sub- 
committee admitted that the executive branch of the Federal Govern- 
ment can have no control over the flow of information in either the 
quasi-legislative or quasi-judicial fields supervised by the independent 
regulatory agencies. Anthony F. Arpaia, Interstate Commerce Com- 
mission Chairman, stated the ICC is: 


* * * independent from the executive branch of the Gov- 
ernment without the obligation of reporting to it. If you 
recognize the genesis of the independent agency and the ra- 
tionale behind it, you recognize that it is in effect an exten- 
sion of the Congress doing the job that Congress could not 
do, for very sound reasons, itself (hearing transcript, January 
26, 1956). 


Representatives of other independent regulatory agencies appearing 
before the subcommittee displayed a great variety of opinion on the 
question of how much control the executive branch can exercise over 
the informational functions of the agencies. Most of the independent | 
agencies agreed they are not under control of the Budget Bureau, for 
information purposes, as the executive agencies are. Although the 
independent agencies usually submit comments on legislation to the 
Budget Bureau before sending the comments to Congress, most agency 
representatives agreed the Bureau could pot exercise a veto over what 
the independent agencies transmit to Congress. Independent agency 
representatives also said the Bureau could not veto, under the Federal 
Reports Act, requests made by the agencies for information from or- 
ganizations outside the Government. The following colloquy with 
Jerome K. Kuykendall, Chairman of the Federal Power Commission, 
emphasized the point: 


Mr. Moss. Would you agree that the Bureau of the Budget 
has the right by law to approve or pons gp the type of 
uestionnaire or form you might use, and by its approval or 
daaparoval to require that you not get information you feel 
is essential to performing your regulatory functions? They 
could seriously hamper the work of the Commission. 
Mr. KuyKkenpDAuu. No;I would not agree to that, because 
I think you would have to reconcile the Federal Reports Act 
with the Federal Power Act and the Natural Gas Act and 
other acts that we administer. I think the Court would 
sustain us in the end, that we had the ultimate voice under 
those laws. 
Nevertheless, I think a law see us to submit what we 
propose to do to the Bureau of the Budget for discussion and 
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clearance and consultation would still be valid, but I do not 
believe the Bureau could veto our rights to get the informa- 
tion (hearing transcript, January 27, 1956). 


In answer to question I (2) of the subcommittee’s questionnaire 
asking the legal authority for restricting information, the Federa 
Communications Commission had stated: 


Section 4(b) (4) of the Federal Reports Act of 1952 (5 
U. 5. C., sec. 139 (b)) is applicable with respect to the 
question of making any of this information available to the 
public (questionnaire, p. 164). 


Following a hearing with the subcommittee, the Commission wrote: 


The Commission does not feel that the Federal Reports 
Act is applicable with respect to making information avail- 
able to the public, although the act assumes that the type of 
information referred to would not be available to the public. 
The Commission was in error in so stating on page 164 of its 
answer to the questionnaire (hearing transcript and exhibits, 
February 17, 1956). 


The freedom of the independent agencies from executive branch 
control of information is pointed up by the case of Rathbun (Hum- 
phrey’s Executor) v. United States (295 U.S. 602). The Federal Trade 
Commission explained the application of this case to independent 
agencies in the following answer to the subcommittee’s questionnaire : 


Please indieate your understanding of the application of the 
doctrine of executive communications (as grounds for withholding 
information) to— 

(a) Communications within the agency and other internal 
data. 

Since the Federal Trade Commission is not strictly an 
executive agency, the doctrine of executive communications 
dees not present serious problems. The present Commission 
has not withheld any of its own information from Congress 
on that basis, and does not intend to do so. This decision 
is governed by the Supreme Court holding in Rathbun 
(Humphrey's Executor) v. United States (295 (U. S. 602), 
where, with reference to the Federal Trade Commission, the 
Court stated: 

“The power of removal here claimed for the President falls 
within this principle, since its coercive influence threatens 
the independence of a commission, which is not only wholly 
disconnected from the executive department, but which, as 
already fully appears, was created by Congress as a means of 
carrying into operation legislative and judicial powers, and 
as an agency of the legislative and judicial departments. 

* * * * * 


“Thus, the language of the act, the legislative reports, and 
the general purposes of the legislation as reflected by the 
debates, all combine to demonstrate the congressional intent 
to create a body of experts who shall gain experience by 
length of service—a body which shall be independent of 
executive authority, except in its selection, and free to exercise 
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its judgment without the leave or hindrance of any other 
official or any department of the Government. * * *” 

Communications within this agency and other internal 
data are more in the nature of judicial rather than executive 
communications (questionnaire, p. 216). 


A. INTERSTATE COMMERCE COMMISSION 


Railroad accident statistics —Subjects discussed at a subcommittee 
hearing with representatives of the {nterstate Commerce Commission 
on January 26, 1956, included a public hearing scheduled on plans to 
make confidential railroad accident statistics collected by the ICC. 
After a discussion with subcommittee members, the ICC delayed the 
originally planned public hearing and decided to go into the overall 
question od whstses the practice of making railroad accident statistics 
public should be continued instead of acceding to the requests of 
railroad operators to make the information confidential (hearing 
transcript, January 26, 1956). Although they had authority to 
demand the statistical information from railroads, ICC representatives 
contended the accident reports would be more accurate if the facts 
did not have to be made public. The position is explained in the 
following coloquy with Edward Burns, Assistant Director of the 
Bureau of Transport Economics and Statistics: 


Mr. Burns. The reason is to promote more detailed and 
accurate reporting of the facts. 

Mr. Moss. Because of the fear of the present method of 
reporting? 

Mr. Burns. Well, the carriers are afraid that whatever 
they put down will be used against them, or to their disad- 
vantage, so they do make as concise answers as possible, and 
we have been told repeatedly that they could do a much 
better job if they were not afraid, if they did know that all 
the facts which were put down would not be spread all over 
the country (hearing transcript, January 26, 1956). 


ICC and title 5, United States Code, section 22.—-In answering the 
subcommittee’s questionnaire, the ICC had e‘ted title 5, United States 
Code, section 22 as authority to restrict information (questionnaire, 

. 305). An epinion from the Legislative Reference Service of the 
dees of Congress pointed out, however, that the code section 
applied only to executive departments (hearing transcript, January 26, 
1956). After a discussion with subcommittee members, Robert W. 
Ginnane, General Counsel of the ICC, told the subcommittee: 


I am a bit embarrassed to take issue with the legal memor- 
andum submitted to the Commission as to the applicability 
of section 22 of title 5 to interregulatory agencies, but that is a 
subject that bas been discussed by lawyers within the Govern- 
ment for some years. I have heard lawyers argue that it is a 
matter of general congressional policy and that the Con- 
gress obviously iatended each agency, whether a department 
or independent agency, to make all sorts of housekeeping 
rules for the general governiag of its affairs. 

But strictly, you could make a very good argument that 
section 5 applies only to Cabinet agencies. think the 
Commission is safer in relying on the special rulemaking 
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power that Congress has givea it in the Interstate Com- 
merce Commission Act. 


ICC Public Information Office.—The public information activities: 
of the Interstate Commerce Commission and of other independent 
regulatory agencies were compared, during subcommittee hearings, 
to the Public Informatioa Office of the National Labor Relations 
Board. The NLRB, according to the testimony of Director of Infor- 
mation Louis G. Silverberg, operates under a ‘fishbowl philosophy” 
making all possible information available to the public and to Con- 
gress. Specific justification is required for each instance of refusal of 
information, with the burden of proof that the information must be 
refused put upon the NLRB rather thaa requiring the iadividual 
requesting information to prove he has a right to receive it (hearing 
transcript, January 27, 1956). 

Following the discussion of information activities, the ICC made 
plans to set up a public information office to provide easier access to 
Commission information. Plans include the appointment of a public 
information officer with an extensive background in information work 
(exhibit, hearing transcript, January 26, 1956). 


B. FEDERAL POWER COMMISSION 


FPC information regulations —On January 27, 1956, the subcom- 
mittee held a hearing on the informational practices and policies of 
the Federal Power Commission discussing, among other items, section 
1.36 of the Commission’s Rules of Practice and Procedure. This 
section, headed ‘‘Public Information,” stated in subsection (c) that 
the Commission would make “‘all matters of official record, other than 
information held confidential for good cause found” available ‘‘to 
persons properly and directly concerned.’”’ Subsection (d) stated 
that other records in the possession of the Commission or its 
employees— 


are confidential, and none of such material or information 
may be disclosed, divulged, or produced for inspection or 
copying except that, upon good cause shown, the Commission 
may by order direct that certain records, files, papers, or 
information be disclosed to a particular applicant. 


Subcommittee members pointed out the regulations were extremely 
restrictive and could result in a complete drying up of information 
from the Commission. Commission Chairman Jerome K. Kuyken- 
dall said the FPC does not actually operate under the public informa- 
tion regulations which have been in effect since 1938. He added: 


You gentlemen have given me some food for thought, and I 
think you have done the same for all our staff members 
present. What I think I would like to suggest that we do is 
to inventory every type of document we get and then con- 
sider it, as to what character it is, of course, bearing in mind 
there are difficulties because maybe some document will 
seem to be sensitive, so to speak, in one case where it might 
not be in another. 

But I think it would be profitable for us to inventory every 
type of paper that we can think of that comes in in all of our 
different types of proceedings, and then review those and see 
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which ones we think could be made public properly and legiti- 
mately and which ones, if any, we think even then should not 
be (hearing transcript, January 27, 1956). 


On April 19, 1956, the Federal Power Commission amended its rules 
of practice and procedure. The new subsection (c) of section 1.36 lists 
12 classes of public files and records which are available to the public, 
replacing the previous negative prohibition against release of informa- 
tion. Subsection (d) now lists nine types of documents which are not 
available, replacing the previous catch-all statement that all Com- 
mission records are confidential unless the Commission directs dis- 
closure upon good cause shown. The new regulation also states Com- 
mission opinions, orders and intermediate decisions— 


will be released to the press and made available to the 
public promptly (exhibit, hearing transcript, January 27, 
1956). 

C. FEDERAL TRADE COMMISSION 


FTC information regulations.—During a subcommittee hearing on 
February 2, 1956, Earl W. Kintner, General Counsel of the Federal 
Trade Commission, stated that ‘‘Government agencies should lean 
over backward in keeping the publie as fully informed of what goes 
on as possible consistent, of course, with the public interest” (hearing 
transcript, February 2, 1956). 

The subcommittee pointed out section 1.133 of the Commission’s 
Rules of Practice and Pocegdaiee. subpart M—Public and Confidential 
Information, states that the records and files held by the Commission 
and its employees— 


are confidential, and none of such material or information 
may be disclosed, divulged or produced for inspection or 
copying except under the procedures set forth in section 
1.134 (questionnaire, p. 208). 


Following a discussion comparing the Commission’s genera! policy 
on release of information to the rules restricting information, Mr. 
Kintner stated that the Administrative Procedure and Rules Com- 
mittee of the Commission would consider a general revision of the 
regulations on public information (hearing transcript, February 2 


=e 
1956). 
D. FEDERAL COMMUNICATIONS COMMISSION 


Publication of FCC decisions.—On February 17, 1956, the subcom- 
mittee held a hearing with representatives of the Federal Communi- 
cations Commission. The FCC witnesses testified mimeographed 
copies of Commission decisions are available as soon as a decision is 
made, but the printed publication of decisions lags about 6 years 
because of budgetary problems. J. Smith Henley, Associate General 
Counsel of the FCC, commented: 


Mr. Hentey. If I may say so, sir, if you or any member 
of the public wanted a copy of a decision that came out 
today or yesterday, or last week, while we still had mimeo- 
eat supplies available, you could get it very easily upon 
Ba a. 

f, however, you wanted to know what we had decided 
in a certain area, a number of decisions decided 5 years ago, 








48 




























































































































































































INFORMATION FROM DEPARTMENTS AND AGENCIES 


ou would have difficulty in finding it unless you came to 

ashington and got somebody down at our office to go 
back through the files and resurrect copies for you; or 
unless you bought the services of Pike & Fisher. It is a 
problem. We recognize it (hearing transcript, February 17, 
1956). 


After studying the problem at the request of the subcommittee, 
George C. McConnaughey, FCC Chairman, wrote on May 9, 1956: 


“The situation has arisen when the Bureau of the Budget 
has specifically disallowed” the funds requested for the 
printing of FCC decisions, a policy which, they stated, had 
been applied to all agencies. Congress ‘has not restored 
these funds in the appropriations. 

The Commission has this week directed the staff to set up 
effective July 1, 1957, a new system of publication of Com- 
mission decisions which it is believed will prevent further ac- 
cumulation of backlog. The proposed system involves print- 
ing of FCC decisions weekly at the Government Printing 
Office on 5%- by 9%-inch book-size pages. It is suggested 
that all decisions for a week be printed in a single stitched 
pamphlet with pages numbered consecutively through the 
year to facilitate binding as a volume at a Jater date without 
reprinting. These weekly pamphlets would be printed 50 
times a year and would average approximately 30 pages 
each. Some agencies print the individual decisions sepa- 
rately which results in hundreds of items varying from 1 to 
100 pages each. These are referred to as “separates.’’ 
They are more costly to print individually, result. in many 
more blank pages in the final volume, present a more difficult 
task of storage and collation for binding and a less satis- 
factory binding job. Hence the recommendation for weekly 
pamphlets which overcomes all of these objections. 

The proposed weekly decision pamphlets would be sold by 
the Superintendent of Documents as individual pamphlets, 
by subscription, and as bound volumes at nominal rates. 
In order for the system to work effectively it is felt the 
Commission would probably need to restrict its public 
distribution of free copies to the parties in a proceeding, 
the press, and a limited number of others. It is possible 
that the subscription copies could be mailed at night so 
as to reach subscribers in the Washington area on the 
release date. This plus an annual subscription rate of about 
$2 should attract a considerable number of subscribers. 
Mailings would be made by the Superintendent of Docu- 
ments. 

Release of the printed decisions on a current basis would 
better comply with the requirements of section 4 (m) of 
the Communications Act than does the mimeograph system 
used today. The new system will in many instances “delay 
release of text of decisions for about 1 week since printing 
involves more time than mimeographing, but other ad- 
vantages are believed to outweight this delay factor (exhibit, 
hearing transcript, February 17, 1956). 
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E. SECURITIES AND EXCHANGE COMMISSION 


Information on proxy contests.—At a hearing on January 31, 1956, 
the subcommittee was informed the Securities and Exchange Com- 
mission issued a set of new proxy rules August 23, 1955, designed to 
control utterances, articles, and advertising during proxy fights. The 
rules were immediately protested by publishers and the press as 
constituting ‘‘an attempted censorship” (hearing transcript, January 
31, 1956). The SEC held a hearing on the proposed rules on 
September 30, 1955. As a result, the final proxy regulations issued 
on January 30, 1956, dropped the proposal to impose a prior restraint 
on the utterances—verbal or written—of anyone involved in a proxy 
fight or a possible proxy fight. Under the final rules, such utterances 
and statements do not have to be submitted to the SEC staff in 
advance but must be filed as of the time of utterance. 

However, as the final rules stand advertising and reprints used in 
proxy contests must be submitted for SEC clearance before publica- 
tion. If a contestant wishes to reprint or reproduce any news article, 
magazine article, interview, press release, ie or advertisement, 
the SEC staff is empowered to pass judgment upon this information, 
deciding whether it is misleading, defamatory, or false. 

Mr. Leslie Gould, financial editor of the New York Journal American 
appeared before the subcommittee to complain that the revised rules 
were still objectionable. He said: 


The present laws of the land now adequately provide for 
such situations, where there are misleading and false state- 
ments and fraud. There are the laws of libel and slander. 

Where such statements are made in a proxy contest, the 
Commission has the power—in fact, the obligation—to go 
into the courts and seek an injunction. ‘That is what it has 
to do if a participant defies the censorship. 

The SEC has been chickenhearted on this, and now under 
these rules it sets the staff up as a substitute for the due 
legal process. (Hearing transcript, January 31, 1956.) 


Chairman J. Sinclair Armstrong of the SEC contended that the 
proxy rules would give the investor greater information before making 
a decision in a proxy fight. Mr. Byron D. Woodside, Director of the 
Division of Corporation Finance, described the new rule as nothing 
more than “a codification of experience and decisions in many a 
bitterly fought situation.” He denied that the new rules were pro- 
posed “for any purpose of extending a bureaucratic arm over acts 


and things not heretofore affected” (hearing transcript, January 31, 
1956). 


VII. Leaat Prosiems INVOLVED 1N INTERPRETATIONS OF AUTHORI- 
Tres CLAIMED TO Restrict [NrorMATION 


Non-Government lawyers.—On preg d 8 and 9, 1956, the subcommittee 
a 


sought the advice and counsel of lawyers outside the Government 
service and not affiliated with the Congress. A series of questions 
repared by the staff of the subcommittee was submitted to the 
awyers for consideration. (See exhibit IV.) In addition, the legal 
study prepared by the staff of the Committee on Government Opera- 
tions was submitted for analysis and comment before the hearings. 
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‘This study is entitled ‘‘The Right of Congress To Obtain Information 
From the Executive and From Other Agencies of the Federal Govern- 
ment.” 

Government lawyers.—On June 20 and 22, 1956, the subcommittee 
held panel discussions with General Counsels of the executive depart- 
ments and the independent regulatory agencies. A series of questions, 
prepared by the staff of the subcommittee was submitted to them for 
consideration before the panel discussion. (See exhibit V.) All 
hearing transacripts as well as printed hearings and the printed 
panel discussion of outside lawyers were made available to these 
General Counsels. The General Counsels have been requested to 
reply in writing to the questions submitted. All of the replies have 
not yet been received. 

Major legal problems.—As a result of the answers to the question- 
naires and hearings conducted by the subcommittee, it became evident. 
that there were 3 statutes, 1 Executive order, and 1 Presidential 
e letter generally cited by the Government departments and agencies 
ee as the basis for withholding information from the Congress and the 

e public. (See exhibit III.) These are: 

(1) Title 5 United States Code, section 22: The “housekeeping” 
statute. 

(2) Title 5 United States Code, section 1002 of the Administrative 
Procedures Act. 

(3) Title 18 United States Code, section 1905: Disclosure of con- 
fidential information. 

(4) Executive Order 10501: ‘Safeguarding Official Information.” 
(5) May 17, 1954, letter of the President to the Secretary of Defense. 





A. TITLE 5 UNITED STATES CODE, SECTION 22—-THE “‘HOUSEKEEPING”’ 
STATUTE 


Departmental regulations.—The head of each department is 
authorized to prescribe regulations, not inconsistent with law, 
for the government of his department, the conduct of its 
officers and clerks, the distribution and performance of its 
business, and the custody, use, and preservation of the 
records, papers, and property appertaining toit. (Rev. Stat. 
sec. 161, originally enacted in 1789.) 


The average person reading this statute has considerable difficulty 
trying to understand how it contains authority to withhold informa- 
tion. This statute does give the necessary authority to promulgate 
regulations, not inconsistent with law. Testimony given by depart- 
ments and agencies before the subcommittee revealed that the words 
“custody, use, and preservation,”’ have been used as a basis for with- 
holding records and information. ‘Twelve departments and agencies 
have cited this statute as their authority for withholding information. 
(See exhibit III.) At a hearing on November 10, 1955, General 
Counsel Robert L. Farrington, speaking for the Department of Agri- 
cutlure was asked by the subcommittee, “under what clause in that 
statute do you claim the right to hold the minutes of advisory com- 
mittees confidential?”’ He replied: 


Under the words, “preservation of records.” 
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When asked to explain the ‘difference between custody of records 
and suppression of records” Mr. Farrington replied: 


Mr. Farrineton. Certainly. Custody is safekeeping, and 
suppression, I suppose, would be refusal to give them to 
yon We do not do that. 

Mr. Scuer. Custody is housekeeping, is it not? Preserva- 
tion of records is not the same language you would use if you 
were —s up a statute for putting a confidential stamp 
upon records? 

Mr. Farrineton. I think custody may be more than mere 
care. 


On May § and 9, 1956, Dr. Harold L. Cross, counsel for the freedom 
of information committee of the American Society of Newspaper 
Editors, was asked: “Is this a housekeeping statute or is it authority 
for withholding information?” He replied: 


As a matter of law, in my opinion, it is a mere housekeeping 
statute sanctioning regulations, not inconsistent with law, 
for the use of records and papers. In fact, it is cited and 
applied as authority for withholding information (hearings, 
p. 443). 


Previously during the subcommittee’s discussion with editors, re- 
porters, columnists and broadcasters, Dr. Cross stated, concerning 
title 5, United States Code, section 22: 


This ‘‘housekeeping”’ statute, destitute as it is of all vestige 
of definitions and standards, is susceptible of being tortured, 
and has been tortured, with judicial sanction, it must be 
admitted, into a claim of privilege against disclosure and in- 
spection so all encompassing that it may fairly be said that 
there is no hope of obtaining inspection of a public record not 
specifically opened by Congress except through the courtesy 
of the Government (hearings, p. 11). 


During the legal panel discussions on May 8 and 9, 1956, Dr. Cross 
made the following statement which was concurred in by other mem- 
bers of the panel: 


Departments and agencies differ from each other arid 
among themselves in their interpretations of the laws. They 
have promulgated hundreds of pages of regulations which 
both vary and conflict, though purporting to be based on the 
same set of statutes, court decisions, or Attorney General 
opinions. They vary in their interpretations, as well as in 
the application, of their own saiaaionn, even when the 
language is alike. Some administrative agencies base regu- 
lations on statutes which are applicable by their express 
terms to executive departments only. Some executive de- 
partments do the same in reverse. 

Some officials assert a right to discriminate as between 
congressional committees and as between individual Con- 
gressmen. Others assert a right to—and probably actually 
do—discriminate as between newspaper representatives, re- 
vealing information to those whom they consider “legiti- 
mate” or “responsible” and withholding it from those upon 
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whom they frown. Others apply a prerogative to determine 
whether or not the purpose for which the information of 
Government action is good or bad, to be furthered or 
scotched. Still others do their screening on the basis of 
whether the information sought is newsworthy. 

Furthermore, for reasons already stated, substantially all 
the decisions have involved rights of litigants—sometimes 
the Government itself, sometimes private suitors—to require 
production of records for evidentiary purposes. It may 
well be doubted whether those who choose to sue or happen 
to be sued have rights under the law to information for their 
own purposes which rise superior to those of the people 
to information for purposes of government. However that 
may be, these decisions on evidence are cited as against the 
Congress and the people. 

Exercise of a citizen’s right to know what his Government 
has done as shown in its own records of its own action should 
be an incident in a career by virtue of legislation which de- 
fines “public records,” declares a right to inspect them 
except as otherwise provided by law and provides an ade- 
quate remedy for enforcement. It should not be made into 
a career by itself by a maze of obscurities and conflicts as to 
substantive law bogged down in procedural technicalities 
outpaced by dynamic expansion of governmental activities 
(hearings, p. 443). 


When the subcommittee requested a comment on this statute from 
Professor Bernard Schwartz, he replied: 


In the opinion of the present writer, title 5, United States 
Code, section 22 does not really bear on the executive power 
to withhold information from the Congress. It merely gives 
department heads authority to regulate within their depart- 
ments the way in which requests for information are to be 
dealt with—for example, by centralizing the authority to 
deal with such requests in the department head. Title 5, 
United States Code, section 22 is thus a “housekeeping” 
statute and not a delegation of authority for withholding 
information. This conclusion, as has been emphasized, is 
wholly consistent with the Supreme Court decisions on the 
subject (hearings, p. 458). 


Attorney Harold L. Russell, when asked by the subcommittee for 
— relative to title 5, United States Code, section 22, 
replied: 


This statute was not, in my opinion, intended to confer 
any powers to withhold information from the public, or from 
appropriate congressional committees.. Most assuredly there 
could be no argument here that Congress intended to deny 
information to itself (hearings, p. 544). 


When the subcommittee — asked Mr. Russell, “Is it 
merely a housekeeping statute which has nothing to do with with- 
holding information?” he replied: 


It appears to be so, though it has been interpreted other- 
wise (hearings, p. 544). 
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B, TITLE 5, UNITED STATES CODE, SECTION 1002 


Publication. of information, rules, opinions, orders, and 
public records.—Except to the extent that there is involved 
(1) any function of the United States requiring secrecy in 
the public interest or (2) any matter relating solely to the 
internal management of an agency— 

(a) Every agency shall separately state and currently 
publish in the Federal Register (1) descriptions of its central 
and field organization including delegations by the agency of 
final authority and the established places at which, and 
methods whereby, the public may secure information or 
make submittals or requests; (2) statements of the general 
course and method by which its functions are channeled and 
determined, including the nature and requirements of all 
formal or informal procedures available as well as forms and 
instructions as to the scope and contents of all papers, reports, 
or examinations; and (3) substantive rules adopted as author- 
ized by law and statements of general policy or interpreta- 
tions formulated and adopted by the agency for the guidance 
of the public, but not rules addressed to and served upon 
named persons in accordance with law. No person shall 
in any manner be required to resort to organization or pro- 
cedure not so published. 

(b) Every agency shall publish or, in accordance with 
published rule, make available to public inspection all final 
opinions or orders in the adjudication of cases (except those 
required for good cause to be held confidential and not cited 
as precedents and all rules. 

(c) Save as otherwise required by statute, matters of offi- 
cial record shall in accordance with published rule be made 
available to persons properly and directly concerned except 
information held confidential for good cause found (June 11, 
1946, ch. 324, sec. 3, 60 Stat. 238). 


Nine departments and agencies cited this section as their basis for 
restricting information. (See exhibit III.) 

On page 198 of the Legislative History of the Administrative Pro- 
cedure Act the following statement appears concerning the above sec- 
tion, clearly enunciating and emphasizing congressional intent: 


The section has been drawn upon the theory that adminis- 
trative operations and procedures are public property which 
the general public, rather than a few specialists or lobbyists, 
is entitled to know or to have the ready means of knowing 
with definiteness and assurance. 


The 1956 Report of the Special Committee on Legal Services and 
Procedure to the House of Delegates of the American Bar Association, 
concerning the above section, stated: 


The Federal Register Act of 1935, as amended, and 
section 3 of the Administrative Procedure Act of 1946 have 
long provided for public information with respect to the 

roduct of agency rulemaking and adjudication. There is, 
oamads much still to be done to effectuate the basic intent 


of these statutory provisions. To a considerable degree this 
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is due to failure on the part of some agencies to comply with 
what appears to be clearly reasonable interpretations of the 
statutory requirements. In some respects, the statutory require- 
eae escapee should be clarified and broadened. {Italic 
added. 





_ The key phrases in this public information section of the Admin- 
istrative Procedure Act are: 


official record 

any function of the Government requiring secrecy in the 
public interest 

persons properly and directly concerned 

any matter relating solely to the internal management of 
the agency 

information held confidential for good cause found (see 
exhibits [V and V.) 


During hearings conducted by the subcommittee on November 8 
£ A r 


1955, with the Civil Service Commission, Mr. Lawrence V. Meloy, 


Acting General Counsel, answered questions as follows: 














































































































Mr. Scuer. Is there any public information statute on 
the statute books today? 

Mr. Me oy. There is none to my knowledge. 

Mr. Scuer. May I read you section 1002, subsection C, 
which falls under the Administrative Procedure Act: 

“Except to the extent that it is involved; (1) any function 
of the United States requiring accuracy in the public interest ; 
or (2) any matter relating solely to the internal management 
of an agency (c) save as otherwise required by statute, 
matters of official record then in accordance with published 
rule be made available to persons properly and directly 
concerned, except information held confidential for good 
cause found.” 

Has your Commission made a study of that? 

Mr. Metoy. I am familiar with the Administrative Pro- 
cedure Act, but I think you are quoting from a specific act 
which sets up a system of adjudication under the Adminis- 
trative Procedure Act, and you are pointing to the question 
of probably the exposure of testimony before the Commis- 
sioner under the Administrative Procedure Act in an adminis- 
trative proceeding of some type ,where certain information 
can be withheld in that proceeding. I do not think that has 
any gs arortioy at all to the general problem we are studying 
here, because I think the point that you are making is in a 
specific act—the Administrative Procedure Act— which pro- 
vides for administrative hearings to certain agencies. We are 
talking about the type of evidence that may be presented to 
that hearing Commissioner. 

I do not think that is a question before you here which is 
what the public entitled to as against the agencies’ rights to 
withhold. 

Mr. Scuer. I wonder whether you are familiar with the 
— history of that particular provision? 

r. Metoy. No, I am not. I have never had the occa- 
sion to study the particular provision, but I can well assure 
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you I have had a lot to do with the Administrative Pro- 
cedure Act because the hearing examiners fall under the 
Civil Service Commission. 

a * * * = 


Mr. Scuer. The Attorney General’s Manual on the Ad- 
ministrative Procedure Act says: 

“The term ‘official record’ is difficult of definition. In 
general, it may be stated that matters of official record are 
included; (a) applications, registrations, petitions, reports, 
and returns filed by members of the public with the agency 
pursuant to statute or agency rules; (0) all documents em- 
vodying agency action such as orders, rules and licenses”’ 
(hearings, pp. 103-104). 


There is no specific definition of the term “official record,” either in 
the statute or in the Attorney General’s Manual on the Administra- 
tive Procedure Act. 

At a hearing on November 9, 1956, Mr. Abe McGregor Goff, Post 
Office Department Solicitor, answered questions on this statute as 
follows: 


Mr. Scner. Mr. Chairman, I want to address my first 
series of questions to Mr. Goff, the Solicitor for the Depart- 
ment. I am particularly interested in his views on this 
problem because he is a noted lawyer, has some deep knowl- 
edge of the Constitution, and rules and regulations. 

x * * * x 


Now, anyone who is familiar with the press problem knows 
that the basic problem is that of public records, because a 
public record is that which the public ought to know about; 
it is a record which is carried out either under a general man- 
date of a public official to inform the people, and a record 
which he must keep consonant with the duties of the office, 
or a record which he must keep under a particular statute. 

* + * * a4 


Now, Mr. Goff, in the study of our subcommittee docu- 
ments, that study indicates to me that your Department, 
the Department of Agriculture, the Department of State, 
and the Department of the Treasury, all took the positive 
position that this is a public-records law with the various 
exceptions stated; that the withholding was on the basis of the 
exceptions and that there must be good cause for the exceptions 
such as a function of the United States requiring secrecy in 
the public interest, or matters relating solely to internal man- 
agement, or matters kept confidential for good cause found, 
ni! ay basically, this was a public record statute. [Italic 
added. 

Those four Departments said so affirmatively. Two other 
agencies paraphrased that statute. They were Securities 
and Exchange Commission, and the Subversive Activities 
Control Board, which is eractly the language of this statute 
in its regulations. 

On the other hand, the Department of Commerce, the 
Civil Service Commission, and the Federal Reserve System 
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used the language of this statute only as an authority for 
restriction, but with no positive emphasis that it does have 
a public record mandate. 

Finally, 38 departments, agencies, boards, and commissions 
who answered the questionnaire made no reference to this statute 
at all; and most of them cited two questionable statutes or 
orders. One, they cited United States Code, section 22, 
which some of them contended is merely a custodial statute, 
and note the basis for the restriction of information because 
it says that the head of a department shall have care and 
custody of the records and so forth; or they cited, Mr. 
Chairman, the May 17 letter as basis for withholding, 
including the Smithsonian Institution and the Small Busi- 
ness Administration. [Italic added.] 

* * * * * 


Mr. Goff, as a lawyer who has long been engaged in Gov- 
ernment activities, | should like your opinion on the statute 
and its relevancy. 

Mr. Gorr. Mr. Scher and members of the committee, I 
concur in general with the statement that has been made by 
Mr. Seher. In other words, the position that I took in my 
Department, and the Department takes, is that it is a 
general statute, directing the widest dissemination of infor- 
mation, with certain very definite exceptions. That is our 
position; we take that as basic statute which directs that 
departmental agencies, departments of the Government, 
give the widest information possible to the public, excepting 
only certain matters which, in the public interest, must be 
held confidential. 

We have followed that course in the Post Office Depart- 
ment. We publish it in our manual, and the statement made 
by your counsel here is in complete conformity with the posi- 
tion that we take, as a department, and as is evidenced in the 
answer to the interrogatory which we returned to this 
committee (hearings, pp. 161-163). 


The subcommittee in hearings with the Treasury Department on 
November 9, 1955, received the opinion of Mr. H. Chapman Rose, 
Undersecretary of the Treasury, on this statute as follows: 


Mr. Ross. I think section (c) of 1002 is an indication of 
how difficult it is to deal with these subjects in generali- 
zations. I think it is very difficult to talk of this broadly and 
generally. I think that it is much easier to do it in terms of 
a specific instance where a particular type of information 
is sought and is either made available or not. 

Mr. Moss. I think the question asked was do you feel that 
title 5, United States Code, section 22, confers additional 
authority on the right to withhold or does it confine the right 
to withhold to the public-records section, 1002? 

Mr. Rosse. I would hesitate to put on the record anything 
in the way of a final interpretation, or idea of my own 
about the way in which those two statutes interact. it title 
5, United States Code, section 22, stood alone, I think it 
confers some authority to act by regulation. The exact 
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interaction between that and 1002 is a matter that I think 
one would have to study. I must confess I have not studied 
that in any detail which would permit me to give an opinion. 

Mr. Scuer. I merely want to comment that this morning, 
after a study of the questionnaire, we found your Depart- 
ment was 1 of the 4 which recognized the public aspect of 
title 5, United States Code, section 1002 (c) (hearings, pp. 
205-206). 


When the subcommittee requested the opinion of Prof. Bernard 
Schwartz, at the time of the non-Government lawyers panel discus- 
sion, concerning the above-mentioned phrases of the statute he replied: 


(b) Title 5, United States Code, section 1002 (c): It has 
been asserted by some departments and agencies that sec- 
tion 3 (c) of the Administrative Procedure Act (5 U.S. C. 
1002 (c)) gives them authority to withhold information in 
their discretion. 


Under that section: 


Save as otherwise required by statute, matters of official 
record shall, in accordance with published rule, be made avail- 
able to persons properly and directly concerned except infor- 
mation held confidential for good cause found. 

As a starting point it seems shocking that a statute, one of 
whose primary purposes was to increase the availability of 
administrative information, should be used by departments 
and agencies as a source of authority for the withholding of 
information. Section 3 of the Administrative Procedure Act 
was intended to be an “open sesame” for the public into the 
mysteries of the executive branch. Yet it cannot be denied 
that, despite the Administrative Procedure Act, there are 
still serious gaps in the field of executive information. In the 
words of the late Senator McCarran, there are still “detailed 
omissions which citizens and lawyers constantly find in their 
attempted pursuits of the ‘maze of administrative pro- 
cedures’ ’”’ (38 Georgetown L. J. 574, 576). 

That section 3 (c) of the Administrative Procedure Act 
should be interpreted by departments and agencies to restrict 
the disclosure of information may be paradoxical, but it must 
be admitted that the language of that section justifies the restric- 
tive interpretation. Indeed, it can be said that the section is so 
circumscribed with exceptions and reservations as to defeat 
its very purpose as a requirement that executive information be 
disclosed. In the first place, there is the broad exception 
at the beginning of section 3 of the Administrative Procedure 
Act, making all its provisions—of course including this sub- 
division—inapplicable “to the extent that there is involved 
(1) any function of the United States requiring secrecy in the 
publie interest or (2) any matter relating solely to the internal 
management of an agency.” It is not contended that some 
such exception to the public information section of the act 
is not necessary. One wonders, however, whether it is not 
too broadly drawn; under it, the departments and agencies 
can, tf they wish, immunize any function from public inspection 
simply by asserting that the publie interest requires it. At the 
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very least, the final say in such cases should not remain with 
the agency concerned, but should be vested in some impartial 
body such as the Office of Legal Services and Procedure 
which has recently been proposed, or an equivalent office 
of that type. [Italic added.] 

This takes cognizance of numerous specific statutory restric- 
tions against disclosure of information. Thus, protection 
from disclosure is accorded trade secrets, processes, opera- 
tions, style of work, or apparatus, and the identity, confiden- 
ate tial statistical data, amount or source of any income, profits, 
oat ae losses, or expenditure of persons, firms, partnerships, corpora- 
tions, and associations, and this applies throughout all de- 
partments and agencies of the executive branch (18 U.S. C. 
1905). And individual agencies are required to keep con- 
fidential certain specific Tansee of records, for example, tax 
returns (26 U.S.C. 55). These statutory exceptions should 
be continued, for they represent an express judgment by the 
Congress against disclosure in specific cases. 

More doubtful, however, is the limitation in section 3 (c) 
that information be made available only “to persons properly 
and directly concerned.’ Except where statutes expressly re- 
quire secrecy, as in the protection of trade secrets and the 
like, all public records should be made available to the 
public at large. Even more doubtful is the exception at 
the end of section 3 (c) exempting disclosure of information 
“held confidential for good cause found.” This enables de- 
partments and agencies to withhold practically all informa- 
tion which they do not see fit to disclose. Jt is, indeed, 
amazing how many agencies make use of this exception to 
treat all their files and records as confidential. 

This witer concurs wholeheartedly in the recommendation 
of the freedom of information committee of the American 
Society of Newspaper Editors that the Administrative 
Procedure Act should be amended to make it clear that the 
qualifications in the law are not intended to enable agencies 
to withhold practically all information they do not see fit to 
disclose. It should be emphasized, however, that section 
3 (c) of the statute in question related only to the withhold- 
ing of executive information from the public. The un- 
fortunate present wording can be interpreted as conferring 
authority to withhold information from the public. The 
statute in question does not however, in any way confer authority 
for the withholding of information from the Congress. On 
that question, the Administrative Procedure Act is irrelevant. 

















































C. TITLE 18, UNITED STATES CODE, SECTION 1905——-DISCLOSURE OF 
: CONFIDENTIAL INFORMATION 


Section 1905. Disclosure of confidential information generally. 


Whoever, being an officer or employee of the United States 
or of any department or agency thereof, publishes, divulges, 
discloses, or makes known in any manner or to any extent 
not authorized by law any information coming to him in the 
course of his employment or official duties or by reason of 
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any examination or investigation made by, or return, report 
or record, made to or filed with, such department or agency 
or officer or employee thereof, which information concerns 
or relates to the trade secrets, processes, operations, style of 
work, or apparatus, or to the identity, confidential statistical 
data, amount or source of any income, profits, losses, or 
expenditures of any person, firm, partnership, corporation, 
or association; or permits any income return or copy thereof 
or any book containing any abstract or particulars thereof 
to be seen or examined by any person except as provided by 
law; shall be fined not more than $1,000 or imprisoned not 
more than one year, or both; and shall be removed from 
office or employment (June 25, 1948 ch. 645, sec. 1, 62 Stat. 
791). 


This statute was cited to the subcommittee by 14 departments and 

encies as authority to restrict or withhold information from the 
Ccnaiéen, its committees, and the public. (See exhibit III.) In view 
of the fact that this is a criminal statute and applies to all Government 
departments and agencies, without exception, and involves consid- 
erable legal study as to its applicability the subcommittee decided to 
submit questions and obtain written answers. (See exhibit V.) The 
Government departments and agencies have not as yet furnished the 
subcommittee with their answers. 

At the time the subcommittee held its discussions with the non- 
Government lawyers their views on this statute were requested. 
Some of the replies follow: 


Mr. Moss. I thought we might have some discussion of 
18 United States Code 1905 as to whether or not it is a 
barrier to the free flow of iaformation. I am mindful of the 
fact that the phrase there is disclosure of any information 
not authorized by law. We are having difficulty deter- 
mining what is authorized by law and what the average 
employee of the Government is to do. It is certainly 
going to make him cautious. 

Mr. Sresert. And it puts it upside down in the sense 
that he has got to have definite authority before he releases 
aaything, at least in his own mind, whereas it ought to be 
the opposite; he ought to have definite authority before he 
withholds anything. 

Mr. Moss. We are in complete agreement. I think 
perhaps in some of the specific statutory enactments of 
Congress we find the same ge.eral defect, where there has 
to be a finding in the public interest as authority for releas- 
ing information, rather than a finding in the public interest 
for the withbolding of information. 

Professor Newman, do you agree? 

Mr. Newman. I agree. That is the point Mr. Gage 
made yesterday whea he said the approach of Congress 
had been negative rather than positive. It would be useful 
to change the burdea of looking to see (hearings, p. 571). 


Prof, Bernard Schwartz also commented on this statute saying: 


The emphasized portion of this statutory provision—you 
remember I said I emphasized “not authorized by law”’— 
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the emphasized portion of this statutory provision would 
appear to make its terms inapplicable to the oe ee under dis- 
cussion. [Italic added.] If an executive officer furnishes 
information to a congressional committee engaged in its 
constitutionally granted function of acquiring information 
to enable the Congress intelligently to exercise its legislative 
powers, it seems obvious that he is not acting in a manner 
“not authorized by law.”” On the contrary, when he acts in 
response to congressional demand, his disclosure becomes 
authorized by law and he is immunized from prosecution 
under the statute. 

This has been recognized by the Attorney General himself. 
In an opinion of the Attorney General, No. 62, December 1, 
1953, he recognized that the authority conferred by statute 
to liquidate the assets of the Reconstruction Finance Cor- 
posts included by implication the authority te disclose 

rrowers’ financial statements; hence, according to the 
Attorney General, disclosure in such case would be “author- 
ized by law” and not prohibited under the statute. If this 
is true, the powers of investigation and of oversight of admin- 
istration conferred upon the Congress, both by the Consti- 
tution and by the Legislative Reorganization Act of 1946, 
would seem clearly to include the authority to require the 
disclosure of information needed to exercise these powers, 
hence, disclosure to a congressional committee would like- 
wise be “authorized by law” and not prohibited by title 18, 
United States Code, section 1905. And this was, in fact, 
the view taken by the Attorney General in his opinion to the 
President of June 15 last year as to the authority of the 
Federal Communications Commission to make available cer- 
tain information to the Senate Committee on Interstate 
and Foreign Commerce. 

Though the above interpretation of title 18, United States 
Code, section 1905 appears valid, it may be thought advisable, 
since the statute in question is a criminal one, to amend it so as 
expressly to exempt from its prohibition the disclosure of infor- 
mation upon request of the Congress. [Italic added. 1is 
will eliminate the uncertainty which those subject to the 
statute must inevitably feel in the absence of authoritative 
court decision (hearings, pp. 460-461). 


Dr. Harold L. Cross answered specific 


the members of the subcommittee in the following manner: 















































Is this criminal statute concerning the divulging of infor- 
mation a barrier to the free flow of information to the public, 
to individual Members of Congress and to appropriate con- 
gressional committees? 

The answer is: Yes, the effect of the statute as such 
barrier would not be unduly adverse if it stood alone, if it 
were not for its caption or if there were legislation by Congress 
defining “public records,” declaring a right of inspection thereof 
except as otherwise provided by law and providing a remedy for 
enforcement of the right. [Italic added.] Without those “ifs,” 
it is altogether likely that the statute would soon be cut back 
to size by judicial interpretation. 





uestions on this statute for 
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But it does not stand alone. It would take up most of the 
2 days devoted to this pee merely to cite and quote tex- 
tually the congressional legislation which, in one form or 
another, contributes to the pervading dogma of secrecy 
surrounding the records that officials, for a variety of quite 
human emotions, think would be nicer to have in the dark- 
ness than under the spotlight. 

The caption is: “Disclosure of confidential information 
enerally.”” This is indeed a horrendous caveat along the 
otomac, especially when one reflects upon the volume of 

use of the term ‘confidential,’ in the United States Code, 
Code of Federal Regulations, Federal Digest, departmental 
memoranda, etc. (hearings, p. 448). 


D. EXECUTIVE ORDER 10501 SAFEGUARDING OFFICIAL INFORMATION IN 
THE INTERESTS OF THE DEFENSE OF THE UNITED STATES 


With respect to Executive Order 10501, issued by the President on 
November 5, 1953 (see exhibit V1) the subcommittee agreed, as Mr. 
Moss stated: 


To reach this goal, the subcommittee study—and it is a 
study rather than an investigation—had emphasized, first, the 
question of whether the public has available all information 
about the day-to-day operations of the Federal Government. 
We have, as much as possible, guided the first phase of the 
study away from the question of Government information 
of a defense-security nature (hearings, p. 3). 


The subcommittee began, on July 9, 1956, its study of the avail- 
ability of information of a defense-security nature. Executive Order 
10501 is the basis and authority for the withholding of this type of 
information; however, this report can only highlight a few of the legal 
problems involved. 


For example, the citation of the following phrase at the beginning 
of the Executive order: 


Now, therefore, by virtue of the authority vested in me by 
the Constitution and statutes, and as President of the United 
States, and deeming such action necessary in the best inter- 
ests of the national security, it is hereby ordered as follows: 
(See exhibit VI.) 


To date the subcommittee has been unable to ascertain the language 
in the Coastitution grantiag the President this authority. The sub- 
committee is aware that the Constitutioa provides that the President 
is given certain specific powers and duties and is charged to— 


* * * take Care that the Laws be faithfully executed (art. II, 
sec. 3). 


It should be noted that this specific phrase uses the word ‘Laws’ 
and the question arises of whether an Executive order is a law. To 
date the subcommittee has not discovered any court decision on this 
point. A careful reading of this Executive order discloses that there 
are no penalties prescribed for failure to comply with the order, for 
overclassification of documents, or for failure to declassify. 
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. In addition the subcommittee has been unable to ascertain the 
specific statute or statutes referred to by the President as giving him 
the necessary authority. 

It is recogaized by the subcommittee that Congress has passed 
remedial legislation concerning Executive orders on at least two 
occasions, one of which recognized and sanctioned the Presidential 
Ever of classification and the standards used therein (Atomic 

nergy Act, sec. 2256; 50 U. S. C. 783(b)). 

With these facts in mind the subcommittee requested answers, of 
of non-Government lawyers and the general counsels of departments 
and agencies to a series of questions. The questions and some of the 
replies received so far, include: 

1. Is an Executive order the best method of providing for “Safe- 

uarding Official Information in the Interests of the Defense of the 
United States” or should Congress enact statutory authority to 
accomplish this purpose? (See exhibits IV and V.) 

Dr. Harold L. Cross: 


The wisdom and justice of these Executive orders, espe- 
cially the first, as well as the stated needs for issuance, have 
been sharply and continuously challenged in the press, Con- 
gress, and elsewhere. 

In view of the discretion to withhold access to Federal 
records already vested in executive departments and admin- 
istrative agencies and the obvious inherent difficulty in 
finding out what has been classified ,the practical effect of 
these orders has not been ascertained and probably is not 
susceptible of exact measurement. 

Whatever may be said-of other aspects of these orders, their 
legal effect has scarcely been cnallenged. As the dearth of 
congressional enactments has left the field wide open for 
executive occupation, it seems unlikely that its legality will 
be challenged, or may be challenged successfully, in court. 
Unless and until Congress legislates, the issue of legality is 
largely academic. Repeal or modification are other ques- 
tions, of course. 

* * * * * 


Since this is essentially a matter of law and of rights, it 
seems to me that Congress should enact statutory authority 
and thereby set definitions and standards, provisions for de- 
classification and downgrading and mechanism for continuous 
review of the materials classified (hearings, p. 449). 


Mr. John B. Gage: 


The part of this question within quotes is the official head- 
ing given to Executive Order No. 10501. An Executive 
order is admittedly an efficacious way of providing for safe- 
guarding official information, per se. 

However, whether or not it is the “best’’ method is open 
to question. As pointed out above, Executive Order 10501 
places both the authority to classify defense information and 
the authority to disseminate such information directly in 
the hands of the executive “branch” of the Government. 
Such lodging of ultimate authority in the executive branch 
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has admittedly had the effect of preventing congressional 
committees from obtaining classified defense information 
which, it was asserted, was needed by such committees for 
enabling them to formulate necessary legislation. 

* * * x * 


There is thus presented a conflict between the somewhat 
static policy expressed in Executive Order 10501 of protecting 
the status quo insofar as it is represented in our total body of 
military, technological, and diplomatic information, and the 
dynamic needs of the Congress to look ahead as best it can 
and legislate for the future on the basis of what it considers 
to be the best information possibly obtainable. If this desir- 
able information could be obtaimed by Congress in a more 
efficacious manner under specific statutory authority, with- 
out at the same time sacrificing equally legitimate defense 
interests, it might well be that an Executive order is not the 
“best” method of providing for safeguarding official informa- 
tion and that congressionally enacted statutory authority is 
desirable (hearings, pp. 482-483). 


Mr. Harold L. Russell simply stated: ‘‘Would favor legislation.” 

2. Should Congress create any administrative or judicial procedure 
to insure timely review of classification and removal or downgrading 
of classification where appropriate? (See exhibits IV and V.) 

In answer to this question Dr. Cross replied: “Yes” (hearings, 
p. 449); Mr. Russell answered, “It appears necessary” (hearings,~- 
p. 547); Mr. Gage stated: 


It would seem desirable, irrespective of the branch in 
which ultimate control of official information was lodged, to 
provide well considered procedure to insure timely review of 
classification and removal or downgrading of classification 
where appropriate (hearings, p. 483). 


3. Is it possible to provide any legal remedy for abuse of classifica- 
tion authority or for failure to review and remove security classifica- 


tion where my were Be If so, what form of relief do you suggest? 
(See exhibits IV and V.) 


Dr. Cross stated: 


Yes, it is possible; by subjecting administrative action to 
judicial review. It must be conceded that the process may be 
cumbersome with imperfect results, especially as classification 
itself tends to prevent possession of information necessary to 
test the action. But the matter should be one of law, rather 
than unrestrained discretion. Factually, the problem is 
largely one of definition. Legally, the essence of the problem 
is legislative (hearings, p. 449). [Italic added.] 


Mr. Gage replied: 


Executive Order 10501 does not appear to provide within its 
terms for legal sanctions for abuse of classification authority 
or for failure to declassify. 

As indicated supra, section 16 does provide for review by 
a staff member designated by the President who is to “receive, 
consider and take action upon, suggestions or complaints 
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from nongovernmental sources relating to the operation of 
this order.” Decisions whether to classify or to declassify 
are obviously part of the classifying authority. However, 
to the extent that definite rules of conduct can be established 
with some precision, legal remedies could be made to hinge on 
the failure to abide thereby. Certainly, there would seem to be 
no excuse for failure to downgrade or declassify pursuant to 
enstructions by the classifying authority as to automatic cutoff 
dates, after which the material will be considered to be down- 
graded or declassified. Similarly, the custodians of classi- 
fied material could reasonably be expected to conduct a 
review of all such material in their possession after it had 
reached an arbitrary age, such as the 5-year limitation set 
out in section 4 (d) of Executive Order 10501. [Italic added.] 

A careful study would doubtless reveal similar clear-cut 
texts, the failure of adherence to which could be made the 
basis for legal liability. This would take care of a very 
substantial share of such classified information as it becomes 
ripe for downgrading or declassification, and more flexible 
tests could doubtless be devised to handle more difficult 
determinations. 

Once readily ascertainable standards, such as those out- 
lined above, were established for determining the delict on 
the part of the custodian or reviewing officer, a survey of the 
various legal sanctions operating in personam would indicate 
those which would be most appropriate to the end here 
desired. A continuing review, augmented by spot checks, 
perhaps by a special division set up for such a purpose, would 
help to police such a system of legal penalties. 

Administrative or judicial review of such cases would 
probably require carefully designed precedures to insure 
both protection to the individual or individuals involved, as 
well as security insofar as the official information was con- 
cerned should the same prove to be not subject to declassifi- 
cation. (hearings, p. 483). 


Mr. Russell simply stated, “as a possible amendment to section 10 
of the Administrative Procedure Act”’ (hearings, p. 547). 


E, MAY 17, 1954, LETTER OF PRESIDENT EISENHOWER TO THE SECRETARY 
OF DEFENSE AT THE TIME OF THE ARMY-M’CARTHY HEARINGS 


Tue Wuire Howse, 
May 17, 1954. 
The honorable the Secretary oF DEFENSE, 
Washington, D. C. 

Dear Mr. Secretary: It has long been recognized that to assist 
the Congress in achieving its legislative purposes every executive 
department or agency must, upon the request of a congressional 
committee, expeditiously furnish information relating to any matter 
with the jurisdiction of the committee, with certain historical excep- 
tions—some of which are pointed out in the attached memorandum 
from the Attorney General. This administration has been andfwill 
continue to be diligent in following this principle. However, itfis 
essential to the successful working of our system that the persons 


INFORMATION FROM DEPARTMENTS AND AGENCIES 65 


entrusted with power in any one of the three great branches of Govern- 
ment shall not encroach upon the authority confided to the others. 
The ultimate responsibility for the conduct of the executive branch 
rests with the President. 

Within this constitutional framework each branch should cooperate 
fully with each ‘other for the common good. However, throughout 
our history the President had withheld information whenever he found 
that what was sought was confidential or its disclosure would be incom- 
patible with the public interest or jeopardize the safety of the Nation. 

Because it is essential to efficient and effective administration that 
employees of the executive branch be in a position to be completely 
candid in advising with each other on official matters, and because 
it is not in the public interest that any of their conversations or communi- 
cations, or any documents or reproductions, concerning such advice be 
disclosed, you will instruct employees of your Department that in all of 
their appearances before the subcommattee of the Senate Committee on 
Government Operations regarding the inquiry now before it they are 
not to testify to any such conversations or communications or to pro- 
duce any such documents or reproductions. This principle must be 
maintained regardless of who would be benefited by such disclosures. 
[Italic added.} 

I direct this action so as to maintain the proper separation of powers 
between the executive and legislative branches of the Government in 
accordance with my responsibilities and duties under the Constitution. 
This separation is vital to preclude the exercise of arbitrary power 
by any branch of the Government. 

By this action I am not in any way restricting the testimony of such 
witnesses as to what occurred regarding any matters where the com- 


munication was directly between any of the se in the contro- 


versy within the executive branch on the one han 
the subcommittee or its staff on the other. 
Sincerely, 


and a member of 


Dwicat D. EIsennower. 
(Questionnaire, p. 546.) 


This letter, and the memorandum attached thereto, were cited as 
authority to restrict or withhold information by 19 departments and 
agencies. (See exhibit III.) 

The following colloquy, between Mr. Abe McGregor Goff, Post 
Office Department Solicitor, and members of the subcommittee 
illustrates the question of whether the letter grants authority to re- 
strict to all department and agency heads: 


Mr. Moss. Mr. Goff, I am not an attorney, even a country 
one; but it seemed to me, as a layman, in reading the Presi- 
dent’s letter of May 17 that it was directed to the Department 
of Defense, to the Secretary of Defense specifically * * * 

Was that sent to each department, or was it directed only 
to the Department of Defense? 

Mr. Gorr. Well, I do not remember seeing the letter at 
that exact time. My impression is there was a public re- 
lease and the release was sent to all depertments and sent to 
all the papers—to anybody, and that it was issued as a press 
statement (hearings, p. 179). 

* * *x * * 
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Mr. Moss. Then you cite it primarily as an illustration 
of the position taken by the President? 

Mr. Gorr. That is right. 

Mr. Dawson. The matter of Executive privilege is a thing 
peculiar to the President himself and he used it in this specific 
ynstance. [Italic added.]} ; 

Mr. Gorr. That. is right. 

Mr. Dawson. And unless the President sees fit to take ad- 
vantage of his Executive prerogatives, you, as the head of de- 
partment, would not presume to deny, to Congress, informa- 
tion that it asked for without specific action of the President 
on the matter then before you, would you? 

Mr. Gorr. I would not quite say that, because there is a 
long chain of authority going back, as I say, to George 
Washington. 

Mr. Dawson. A long chain of authority that gives the 
President that privilege. Whenever that field is invaded, it 
is by the action of the President. But it does not give the 
right to the head of any department himself to assert the 
Executive privilege. That is peculiar to the President. 

Mr. Gorr. Let us put it another way. The courts have 
held that the head of an executive department is another 
person for the President. In other words, he acts only on 
powers he derives from the President. Jt is not anything 
anherent in the head of a department; he is acting for the President 
when he takes any action of this kind. [Italic added.] 

Mr. Dawson. Except for the fact that the President ex- 
erted the Presidential prerogative in the privileges peculiar to 
himself, the witness would have been in contempt of Congress 
had he not answered. It was the act of the President that 
kept bim from being in contempt of Congress. 

Mr. Gorr. That is right. 

Mr. Dawson. And based upon specific facts then before 
the Congress and then involved in that case. 

Mr. Gorr. I will put it a little differently. I think a 
department head who exercises the Executive prerogative, 
exercises only authority he derives from his appointment by 
the President. 

Mr. Dawson. To carry out the duties of that office and 
functions. But when those functions are questioned by 
Congress, if the request is one that the President believes he 
wants to deny within his right and privilege, he will do it 
when the department head refers it to him, or he may not 
do it. But the department head is not to assume in every 
instance when Congress wants information that it cannot 
have that information, whether in the department or other- 
wise, unless the President asserts it. 

Mr. Gorr. Dawson, it was my privilege to serve as a 
Member of the Congress and I served with you at the time. 

Mr. Dawson. Yes, sir. 

Mr. Gorr. I do not think for 1 minute that my Depart- 
ment would deny a formal request from a committee for 
information unless we took it to the President and secured 
his express direction on the matter. [Italic added.] 
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Mr. Dawson. That is correct. But there is a tendency 
now, in the light of sos this law that was given in another 
instance where the President did not direct it, for department 
heads to take upon themselves the right to deny to Congress 
certain information (hearings, pp. 180-181). 


To further illustrate the problem, following is a discussion with 
Mr. Philip Young, Chairman, Civil Service Commission, on Novem- 
ber 8, 1955: 


Mr. Moss. Then, likewise, we have the letter of May 17 
from the President to the Secretary of Defense. Again, that 
is cited as an authority, and I would like to know how it ap- 
plies in this case. It is item No. 10 under the same response, 
and under the same category. 

Mr. Youne. Well, I do not know whether we have cooperated 
too fully in replying to your questionnaire, Mr. Chairman. 
{Italic added.] Certainly, my own interpretation of the 
letter of May 17, from the President is that it is a broad 
statement of principle and policy within the executive branch, 
and is a general statement of policy and position on the part of 
the executive branch and not limited solely to the particular 
situation that you interpreted it to apply to a few moments 
ago. 

Mr. Moss. Was there a further letter stating that agencies 
and departments should regard this instruction as binding 
upon them or was a copy merely circulated to them? 

Mr. Youna. I do not recall offhand, but I cannot see that 
that changes the situation any. 

* x * * & 


Mr. Young. I think it contains a statement of position 
and general policy which is applied in this case specifically to 
the Department of Defense. [Italic added.] 

Mr. Moss. You would regard it, then, from here on out for 
all time as binding upon every agency in the executive 
department? 

Mr. Youna. Well, I assume that the next President could 
change that position if he saw fit, or President Eisenhower 
could change his mind concerning it. [Italic added.] 

Mr. Moss. Each President may, if he desires, abandon cer- 
tain decisions and impose his own judgment or own views. 
He mentions his powers and he directs a department to do 
certain things. I think there has been a stretching of the 
intent of the letter. 

Mr. Fasceti. Mr. Chairman, am I correct in this as- 
sumption that the letter was cited in the response to the 
pag rag as the broad grant of authority, but that 

1ere is no specific instance of withholding of information 


in which this letter is relied upon? 

Mr. Youne. No. It is cited here—— 

Mr. Fasceti. There has been no instance, to your 
knowledge, of the withholding of information by the Civil 
Service Commission for which this letter is the authority? 

Mr. Youne. I certainly cited this document in withhold- 
ing security information from Senator Johnston’s Post 
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Office and Civil Service Committee as a statement of policy 
with respect to the separation of powers. 

This letter, plus the attached meorandum from the 
Attorney General, was cited. 

Mr. Moss. Do you feel you can claim that right for the 
President? 

Mr. Youne. Sir? 

Mr. Moss. Do you feel you can claim that right for the 
President without his direction? 

Mr. Young. I think it is a directive. I think it is a state- 
ment of policy and position by the executive branch. 

2 * + . * 


Mr. Fascetu. Mr. Meloy, from the standpoint of good 
legal technique, would it not be better to adhere to the 
theory, if the Chief Executive were to exercise the preroga- 
tive, that it would be better to have it done in every case 
rather than to rely on a letter of this sort? There might be 
some question about a letter of this sort. 

Mr. Mrxoy. Well, I think I would have to go halfway with 
you on that. I think if you go back to Mr. Truman’s 
directive of March 13, 1948, where he lays down a directive 
with reference to the loyalty program, would be a good way 
to do tt. I do not think you could burden the President 
each time that you had to make a decision on the exercise 
of power to withhold. [Italic added.] 

i think it would be better under a general directive 
(hearings, pp. 146-149). 


A special study was made of the problem by the staff of the Govern- 
ment Operations Committee. This study is a committee print and 
was made part of the subcommittee’s hearings (hearing transcript, 
June 20, 1956). On page 16 of this committee print is an analysis 
of the Attorney General’s memorandum attached to the President’s 
letter of May 17, 1954. 

In view of the position taken by the 19 departments and agencies 
concerning this letter, the subcommittee submitted a series of questions 
to the panels of non-Government lawyers and of the general counsels 
of the}departments and agencies. As yet, answers have not been 
received from the departments and agencies. Pertinent answers 
from Government lawyers were as follows: 

Does any other executive department or agency have the right to 
assume that it applies to it when the letter was not specifically directed 
to it or communicated via an Executive order? (See exhibits LV 


and V.) 


Professor Scuwartz. I think not. I think this was a 
letter addressed to the Secretary of Defense in connection 
with a specific case, but I do not really see that legally it 
makes any difference if we are right here today. But, as a 
practical matter, I think that was the purpose, and that is 
the proper legal way to interpret it. 

Dr. Cross. I agree with that statement fully. 
Mr. Kiagssrunn. I do also (hearings, p. 513). 
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Prof. Frank C. Newman stated: 


It seems to me that all the panel members apparently agree 
that Congress should do something and that the situation has 
beeome serious. 

It seems to me that it is a remarkable thing that we have 
all these agencies in the Federal Government citing the 
President’s letter of May 17, 1954, as authority for their 
withholding information. 

I am quoting from the document you sent out to us from 
the American Law Division of the Library of Congress 
analyzing the replies of the agencies to your questionnaire. 
(See exhibit HI.) 

Here we have the Departments of Agriculture, Commerce, 
Health, Education, Welfare, Interior, Post Office, and many 
other agencies all stating apparently, that they believe that 
matters involving advice given by subordinates in these 
agencies to their superiors, at whatever level, are privileged 
communications not to be revealed. 

If that is the situation, I am indeed worried about where 
we stand in this country with respect to matters of ineptness 
and corruption and subversion, because it is the job of 
Congress to be the eyes and voice’ of the people in investi- 
gating complaints of mismanagement, as Mr. Fulton said. 

Mr. Schwartz and Mr. Fulton both argue that Congress 
should immediately take action so that this increasing 
arrogance, we might call it, of the agencies does not become 
an overwhelming problem (hearings, p. 535). 


Harold L. Russell answered flatly, “No” (hearings, p. 546). 
Another significant colloquy occurred concerning the Attorney 
General’s memorandum attached to the President’s letter: 


Mr. Ponanp. Mr. Chairman, I have just one other 
question which, perhaps, is out of order, but in the order of 
sequence. I wondered whether either of you gentlemen 
attached any significance to the fact that the memorandum 
of the Attorney General of May 17, 1954, contains no state- 
ment or opinion and gives no advice, but just merely recites 
historical incidents in sequence, and makes a statement of 
the separation of powers. 

Does that have any significance as differentiated from an 
opinion that has some effective utility in the executive 
branch? 

Mr. Kiaessrunn. I do not know, Mr. Poland, that it 
does, other than to indicate that it is not so completely 
reasoned or thoughtful a document as it might be. It would 
seem as if it were more a document of authorities in support 
of a particular action that the Executive proposed. 

Mr. Potanp. May I stop you there to say that there is 
no evidence within the memorandum that any-——— 

Mr. KiaGsprunn. Question had been asked? 

Mr. Potanp. No. ‘The question had been asked, but any 
course of action proposed. 
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Mr. Kuiacssrunn. That is why I say it is not a complete 
opinion of well-marshaled material. It is source material in 
support of a position. 
fr. Mircueu. In fact, it does not even cite any cases 
except one; does it? 
Mr. Kuiagssprunn. There probably was not enough time 
to}complete it (hearings, p. 518). 





F, LEGAL CASES CITED AS AUTHORITY 





The Government departments and agencies in answer to the sub- 
committee questionnaire cited approximately 55 Federal cases in 
support of their authority to restrict or withhold information. A 
preliminary study indicates that none pertain to the right of Congress, 
its individual Members or its committees to obtain information from 
the departments and agencies. In addition, as far as the public is 
concerned the Federal courts here overwhelmingly held that— 


it is for the courts, and not the executive branch [italic added] 
of the Government, ultimately to determine that information 
is of such a nature as to justify its being withheld in a judicial 
proceeding (hearings, p. 577). 


It has been held that the head of a department has the statutory 
right, by delegation, to make rules and regulations concerning the— 


custody, use and preservation of the records, papers, and 
property appertaining to it (5 U.S. C. 22). 


However, the courts have been extremely cuatious relative to this 
matter and have avoided making decisions concerning the use of offi- 
cial discretion. The following discussion illustrates the situation: 


Mr. Mrrcnett. Is it a fact that the courts and in par- 
ticular the Supreme Court looks only at the statute to see 
if there has been a proper delegation of authority and 
official discretion and then refuses to look into the use of the 
official discretion unless it is a wide abuse [in withholding 
information?] 

Professor Schwartz. Yes, sir; I think that is true and I 
think it is true in all these cases that Representative Hoff- 
man, I think he has left, I wish he were here, I think he is 
overoptimistic when he thinks the courts are a safeguard. 
They are to some extent a safeguard, and certainly I would 
be the last one, as anyone familiar with my work in this 
field knows, to denigrate the work of the courts and to 
indicate they are not a real safeguard for the individual, 
but in this field they are almost helpless. 

Mr. Mircue tt, Is it a fact that the Supreme Court looks 
only at the statute because they think they might be en- 
croaching upon the legislative responsibility? 

Professor Scuwartz. I do not interpret those cases as 
going that far. I think what happened in those cases is 
that the subordinate was asked to ose information. He 
refused. The lower court said he was committing a con- 
tempt, the Supreme Court said that is not true because 
Congress gave the head of the Department the power to 
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make regulations, and if this is a valid regulation, it is a 
complete defense for the subordinate. But the Supreme 
Court said expressly—and Justice Frankfurter went into 
this at some length—the Court said expressly ‘‘We are not 
deciding the validity of the action of the head of the depart- 
ment. 

What I would like to see as a teacher of this subject is a case 
where the head of the department was before the Court and 
they could not beg that issue. 

Mr. Mircuetyi. Mr. Gage, what about the independent 
regulatory agencies in this field and the Court’s action with 
respect to the function of official discretion? Do they usually 
look at the statutes of an independent regulatory agency to 
see if it was delegated by the Congress and once delegated, 
do they usually stop there? 

Mr. Gags. | think that is absolutely true and if they can 
find that the nondisclosure is within the ambit of that statute, 
then they sustain the position of the Government official. 

Mr. Mrrcuett. Is it a fact that they lean over backward 
to do that? 

Mr. Gaae. I think they do because that is evidenced by 
many, many of their opinions. 

I might refer to what Mr. Meader said. I think this 
premise you have been referring to in the opinion or memo- 
randum of the Attorney General is utterly without legal 
support or foundation. You have delegated to these inde- 
pendent agencies, to one agency in many instances, both 
judicial authority, legislative authority, and as well, enforce- 
ment authority. 

If there was to be this watertight separation of functions, 
legislative, judicial, and executive, that delegation of author- 
ity would have been unconstitutional. On the contrary, it 
has been upheld as constitutional many, many times by the 
courts, including the Supreme Court. Furthermore, the 
executive consistently maintains the theory that you cannot 
waive an established governmental right by the failure to 
exercise it—take in tax matters—that this springs from the 
ancient doctrine that the king can do no wrong. He can call 
white black one dav but if he is satisfied 2 days later that 
white is white and black is black, the prior action has no 
effect. You cannot waive, even Congress cannot abdicate its 
rights. So it seems to me there is no real foundation for that 
position in this context. [Italic added.] 

I have to go to catch a plane pretty quick and I am sorry, 
but I do think that this matter of the rules and regulations 
that these executive departments and the independent agen- 
cies are endowed expressly with, the power to issue ought to 
be a controlled right under the direct supervision of Congress. 

Mr. Dawson. Would that not be answered, Mr. Gage, by 
chapter 8 which sets out the duties of the Congress in the 
Constitution, the last paragraph thereof, which reads: 

“Congress has the power to make all laws which shall be 


necessary and proper for carrying into execution the fore- 
going powers, and all other powers vested by this Constitu- 
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tion in the Government of the United States or in any de- 
partment or officer thereof.” 

Would that be the answer to this claim? 

Mr. Gace. Certainly it is along with everything else a 
complete answer, no question about it in my mind. There- 
fore, as I see it—I say it with full respect for all that Congress 
has done in the past—a large part of the difficulty rests in 
the fact that Congress has as yet failed to implement its power 
in appropriate statutes to cover this field. As I said at the 
beginning, those statutes are difficult to frame but they 
can be framed. I think you can state the general principles 
that should control in the form and character of rules and 
regulations which each of the executive departments and the 
independent agencies is required by law to formulate and 
publish. You can define the general areas to be covered. 
You can require them to make rules and regulations within the 
stated policy of Congress, submit them to Congress for approval, 
and then when approved or approved in a modified form, they 
have, as you know, the force and effect of law within that agency. 

i: You can go a very long way and do rt with relative ease and 
without legal controversy to resolve this situation. 

I do think this. I agree with what Mr. Klagsbrunn 
said. There is a large area of nondisclosure which is not 
covered by any known means of judicial determination, where 
the public is involved. You cannot get the matter before a 
court for determination. There is no opportunity to do so. 
[Italic added.] A newspaper is not going to sue the Govern- 
ment in order to compel it to release, properly, information 
to it and give a court the opportunity to determine whether 
or not there should be disclosure. 

Therefore, you have to set it up through statute or rule 
or regulation that has the force and effect of law. To me, 
it is a very necessary and important thing to do it in that 
manner and police it (hearings, pp. 502-504). 


The subcommittee is fully aware of the fact that because — 


of the varied nature of the privilege [sought to be claimed 
by the Government] it is not surprising to note that the 
scope of the Government’s privilege to withhold official 
information has not yet been clearly defined (hearings, 
p. 576). 






















































GENERAL COMMENTS 


The eight legal experts who participated in a panel discussion with 
subcommittee members on May 8 and 9, 1956, are: 

Mr. Hans A. Klagsbrunn, Washington attorney and former counsel 
for the Reconstruction Finance Corporation. 

Dr. Harold L. Cross, author of The People’s Right to Know and 
toes 9 of information counsel for the American Society of Newspaper 

itors. 

Prof. Bernard Schwartz, professor of law at New York University 
School of Law and editor of the Administrative Law Bulletin of the 
American Bar Association. 

Mr. John B. Gage, Kansas City attorney and former mayor of 
Kansas City, Mo., 1940-46. 
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Mr. Hugh Fulton, New York attorney; former chief counsel of 
the Truman Senate Committee Investigating the War Program, and 
former Special Assistant United States Attorney General. 

Prof. Frederick S. Siebert, director of the School of Journalism, 
University of Illinois, and legal counsel for the National Editorial 
Association, Inland Daily Press Association, and Illinois Press Asso- 
ciation. 

Mr. Harold L. Russell, member of the law firm of Gambrell, Harlan, 
Russell, Moye & Richardson, Atlanta, Ga. 

Prof. Frank C. Newman, professor of law at University of California 
School of Law and former attorney for the Department of the Navy 
and the Office of Price Administration. - 

Following are some of the general comments these experts made 
on the legal problems involved in restrictions on information from 
Federal executive and independent agencies: 

Hans A. Klagsbrunn: 


I am satisfied that most Government officials sincerely 
believe that they are favoring public disclosure and with- 
holding information only for good and sufficient cause. In 
practical effect, however, the very opposite is generally ture. 
It follows that specific amendments to existing statutes can- 
not alone be expected to attain the goal of full and responsible 
disclosure of information. Rather, there must be a better 
understanding at all levels of Government of what is in- 
volved in a proper information policy, and there must be a 
willingness to make disclosure readily and freely. The 
problem becomes one of attitude and implementation, 
rather than of statutory and constitutional law, and with 
such an attitude the instances, I believe, would become 
} oe rare when legal considerations were cited as a bar to 
disclosure (hearings, p. 429). 

Dr. Harold L, Cross: 


The Legislature of California further implementing the 
right. of its people to know recently declared: 

“In enacting this chapter the legislature finds and declares 
that the public commissions, boards, and councils and the 
other agencies in this State exist to aid in the conduct of the 
people’s business. It is the intent of the law that their 
actions be taken openly and that their deliberations be 
conducted openly. 

“The people of this State do not yield their sovereignty to 
the agencies which serve them. The people, in delegating 
authority, do not give their public servants the right to de- 
cide what is good for the people to know and what is not good 
for them to know. The people insist on remaining informed 
so that they may retain control over the instruments they 
have created.” 

That I do believe. Because such rights are not secured to 
citizens of the United States by their National Legislature, 
because the existence of such rights has been denied again and 
again and openly before this committee and to others in House 
and Senate, because departments and agencies, which owe 
their powers and indeed their very existence to Congress 
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have both claimed and exercised the power to decide as 
against the Congress and the people, what is good and what 
is not good for Congress and the people to know—those are 
among the reasons | am here. 

* * * * * 


Practically every State which does not have a statutory 
definition of the term ‘‘public records’ has a judicially de- 
clared definition thereof. Definition of the term is basic to 
: a legally enforceable right of inspection. Yet neither 

4 Congress nor Federal judiciary has defined the term in con- 
fot nection with inspection, of Federal nonjudicial records. 
Thus, whoever seeks inspection has one hand tied behind his 
back. 
* 



















































* * * 


My point there is simply this: That a large part of the 
difficulty at the Federal level is negative, rather than affirm- 
ative. And my plea is that the citizens of the United States 
in respect of Federal nonjudicial records shall have the same 
rights that citizens of Florida, California, Michigan, Illinois, 
and the rest of the States in this Union have with respect to 
the records in their own State and municipal offices. 

* * o* * + 


The history of the struggle for freedom of speech and of the 
press, as an overriding principle of democracy vested in every 
man, bars any notion that the man of 1791 intended to pro- 
vide freedom to disseminate information about government 
but at the same time allow government to deny freedom of 
obtaining such information. 

Our forebears’ purpose was to prevent “any action by 
Government by means whereof it might prevent free and 
general discussion.””’ Without a right of access to informa- 
tion, freedom to print information is fettered into futility. 
The time will come when the right of access will enjoy the 
same majestic consideration now accorded to freedom to 
speak and print. When that time does come it will be found 
that such congressional legislation, as now interpreted and 
applied by Polat) officialdom, is unconstitutional. 

In the meantime Federal suppression of information is a 
condition and not a theory (hearings, pp. 431-433). 


Prof. Bernard Schwartz: 


A. Executive practice: If there is one point which the 
present writer desires to make above all others in his appear- 
ance before this subcommittee, it is that those who assert 
that the law is settled in favor of an unlimited right in the 
Executive to withhold information from the Congress to do 
so out of an excess of executive zeal but without any real 
basis in fact, or in law for that matter. 

In actuality, there is no statute or judicial decision which 
justifies the extreme pretensions of privilege consistently 
maintained by executive officials. It is true that there is a 
long history of executive refusals to comply with congressional 
investigative demands and that these refusals have often been 
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justified, upon supposed legal grounds, by opinions of the 
Attorney Genera]. A repeated Executive practice and the 
opinions of the highest legal officers are, of course, entitled to 
respect and may well tilt the balance in unclear cases. But 
these can hardly be considered as conclusive or foreclose in- 
dependent inquiry into the law, in the absence of an author- 
itative judicial decision on the subject. 
. * * * x 


Nor can more be said for the legal authority of executive 
practice in this field. That there have been numerous re- 
fusals by the Executive to supply information to the Congress 
does not, of itself, prove that such refusals were legally justi- 
fied. It should not be forgotten that, in political, as in na- 
tural, science, nature abhors a vacuum, If the Congress is 
derelict in asserting any of its prerogatives, Executive pre- 
tensions will rush in to fill up the power vacuum. But the 
fact that such pretensions may never have been repulsed does 
not demonstrate that they are valid in the first place. Nor 
does a governmental practice conceived in error become ele- 
vated to the plane of Jegality merely because the e*ror has 
been long persisted in (heacings, pp. 455-456). 


* *x * * * 


* * * the vague claim of executive prerogative, however 
valid it may be as a matter of internal administration, must 
surely give way to the clear constitutional power of the 
Congress to seek information. Otherwise, the admitted 
congressional powers of legislation and oversight of ad- 
ministration would be at the mercy of the executive when 
the information necessary to intelligent exercise of those 
powers happened to be in the possession of a department or 
agency. 

It is not enough, however, merely to establish congressional 
authority to require disclosure of information. As Justice 
Jackson stated so aptly in the Steel Seizure case: 

“If not good law, there was wordly wisdom in the maxim 
attributed to Napoleon that ‘The tools belong to the man 
who can use them.’ We may say that power * * * belongs 
in the hands of Congress, but only Congress itself can prevent 
power from slipping through its fingers.’ 

In the absence of effective assertions of the congressional 
authority to require the disclosure of information, it is 
hardly surprising that the executive has persisted in its 
assertions of unfettered discretion in itself in the matter. 
What is now needed is for the Congress to cease its abdication 
of the area of information to executive prerogative (hear- 
ings, pp. 461-462). 


* * * * * 


Those who are concerned with the possibility of legislative 
abuse ignore the overriding peril of the present century, 
that of the superstate with its omnipotent administration, 
unrestrained by an checks on its all-pervasive regulatory 
activities, so vividly pictures by George Orwell in his novel 
1984. The great danger today is 1984, not Senator McCar- 


75 








76 


INFORMATION FROM DEPARTMENTS AND AGENCIES 


thy. If the elected representatives of the people assert 
their right to lay bare all ll that goes on within the executive, 
that danger may be avoided. An executive whose abuses and 
inadequacies are exposed to the public eye can hardly be- 
come a menace to constitutional government (hearings, 
p. 465). 


John B. Gage: 


General rules can, in my judgment, be framed and ex- 
pressed in drafted legislation as to what should be disclosed 
and should not be disclosed, and the timing of those disclosures. 
The agencies and executive departments could be required 
under this legislation to implement those general expres- 
sions with specific rules and regulations. I would do it 
under a deadline as to time, because we found in con- 
nection with the implementation of the Administrative 
Procedure Act that there is delay and delay and delay on the 
part of many agencies m carrying out the clearly expressed 
intent of Congress as to the formulation of rules, as to 
compliance with provisions of the act. Those rules and 
regulations should be filed with Congress and should only 
become effective when approved as filed or as modified by 
Congress, they are ordered to become effective (hearings, 
Pp. 468). 

* * 7 * co 

Now 2 years ago, about, the Lord Chancellor of England 
made a talk, delivered an address before the American Bar 
Association in Boston which I heard, and he pointed out 
the change from a horse and buggy age to an age of millions 
of motorcars and all the other changes, technological and 
otherwise that had gone on to make a society very complex, 
and that it was absolutely demanded that legislative bodies, 
parliament included, delegate legislative power and other 
powers to agencies that could define and administer these 
powers. He said, I believe, that the rank and file of people 
are inclined to lose faith in those agencies, and to lose con- 
tact with the Government. There is this germ or seed of 
a situation there, which makes the millions that are subject 
to their power and authority, think they are very far re- 
moved from government. And his conclusion was that the 
great internal problem before the free and democratic 
governments today, was to make not only the rank and 
file of people understand the necessity for those vast delega- 
tions of power entering into every nook and cranny of their 
lives, but believe in the justice and fairness of the adminis- 
tration of that great acthinice by those agencies, to under- 
stand them, to know what they are doing, as well as why 
they are so necessary. 

That involves all the processes of administration and law, 
and it involves primarily the release of information from 
the files of those agencies and executive departments to 
which, perforce, this authority must be delegated. 

And so I believe, as a citizen, that this vmoriitttae has 
undertaken a most important task. 
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It is a part of the yet greater task of improving, perfecting, 
the entire administrative processes of Government. The 
people must not be permitted to lose confidence and in- 
terest—or interest either in the administration or the making 
of law, because they do make law in those agencies. The 
agencies must knew that they do not operate in a vacuum. 

e people must know that the agencies are under a control 
and supervision exercised by their elected representatives in 
Congress which created the agencies (hearings, pp. 471-472). 


Hugh Fulton: 


I think that the Congress should give attention to the 
subject as a whole and set forth standards for the guidance 
of executive agencies and congressional committees in dealing 
with the subject of secret information. At the same time 
Congress should prescribe with respect to information that 
is thereafter withheld a method by which a congressional 
committee believing that it was improperly withheld under 
the standards previously determined by the Congress can 
resolve the matter in the best interests of the United States, 
yrotecting on the one hand against important information 
henge available to enemies of the United States and prevent- 
ing on the other hand the avoidance of investigation by an 
executive agency interested in acting without congressional 
interference. Both of these objectives are very important 
and the best method of obtaining both of them or the best 
combination of the two should be carefully worked out by 
the Congress. There are various methods by which it could 
be handled (hearings, p. 526). 


Prof. Frederick S. Siebert: 


I should like co point out that although this subcommittee 
is dealing only with the problem of access to Government 
information on the Federal level, the same problem exists on 
both the State and local levels. What this committee does 
to solve the problem before it will undoubtedly have a con- 
siderable effect on the practice and procedures of State and 
local government bodies. 

I have been able to observe in my own State a tendency for 
both State and local governmental bodies to imitate the 
methods and practices of Federal bodies., What a President 
can do, a governor can do. What a Federal department can 
do, the local board of education can do. Information policies 
and practices on the Federal level tend to become the models 
for officials on the local level. Therefore what this com- 
mittee accomplishes will help solve the problems for State 
and local governments. 

Also I need not stress the difficulty of the problem which 
this subcommittee faces. I can state it in the form of three 
brief principles: 

First, both the Congress and the public should be given as 
much information about Government affairs as possible as 
soon as possible. 
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Second, it must be conceded that some information in the 
hands of Government officials must be withheld at least for 
an unspecified period of time. 

Third, the problem is to develop a set of principles or 
standards which will readily distinguish between information 
which should be disclosed and information which for the 
time being should be withheld. 


* * * * * 


Any standard for distinguishing between access and 
secrecy of Government information must necessarily be very 
broad and therefore vague. However, this should not be 
disheartening, as we have dealt with vague standards before 
in several Government areas. I must confess that I am not 
optimistic that legislation can completely solve the problem, 
but it can help. 

This subcommittee has already done a great deal to 
expedite the flow of Government information. The mere 
fact that this committee was created, that it has raised 
questions, that is has solicited information from Government 
agencies on information policies—all have helped to improve 
current information practices (hearings, pp. 529-530). 


Harold L. Russell: 


First, as to the citizen’s right to know of the operations 
of his Government: 

1. Our Government derives its powers from the “sovereign 
people” and holds only such powers as have been delegated 
to it by the Constitution. 

2. The citizen has a right to know of the actions of his 
Government, those holding Government office being, under 
the Constitution, ‘‘servants of the people.” 

3. An informed citizenry is essential to the functioning of 
our system of government—otherwise, those in power would 
be free from the intelligent and effective control of the people. 
Secondly, as to the right, power, and duty of the Congress 
to know of the operations of the Government: 

1. We have three branches of Government, the legislative, 
the executive, and the judicial, all constitutionally equal. 
None would seem to have any right to information not also 
equally available to the others, with one possible exception. 

2. The apparent possible exception is that of Congress. 
Article I, section 6, of the Constitution provides that each 
House of Congress shall keep and publish a journal of its 
proceedings “excepting such parts as may in their judgment 
require secrecy.” It could be considered quite significant 
that the Constitution contains no provision expressly con- 
ferring upon the Executive the power, or discretion, to 
impose secrecy. 

3. Our Government is one of “checks and balances.”’ 
Full and complete information is vitally necessary to con- 
gressional exercise of its place in our Government. 

4. The Congress and the Executive are not rivals, but 
partners, in our Governmet. Full information is vital to 
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the effective exercise by each of its duties and responsibilities 
(hearings, pp. 531-532). 


Prof. Frank C. Newman: 


First of all, I think it is crucial that we distinguish two 
problems. 

First, the problem of Congress’ right to know; and 

Second, the problem of the people’s right to know. 

The answers to both those problems are important, of 
course, but it seems to me that the considerations differ 
immensely. 

I suppose that Mr. Fulton today and Mr. Schwartz 
yesterday were interested primarily in the problem of Con- 
ress’ right to know, whereas Mr. Siebert today and Mr. 
‘ross yesterday were interested primarily in the people’s 
right to know. 

The problems are related, of course, and I thought it 
might be of interest to the committee to quote briefly from a 
statement made many years ago by Woodrow Wilson. The 
statement was recently quoted by the United States Supreme 
Court in a case involving the power of the House to investi- 
gate, ‘‘United States against Rumely, decided in 1953.” 

In this quotation Wilson points out the close relation 
between the people’s right to know and Congress’ right to 
know, and he says that Congress is meant to be the eyes and 
the voice of its constituents. 

In other words, the people learn because Congress learns, in 
addition to their privilege to learn as citizens. 

‘“‘Unless Congress have and use every means of acquainting 
itself with the acts and the disposition of the administrative 
agencies of the Government, the country must be helpless to 
learn how it is being served, and unless Congress both 
scrutinizes these things and sifts them by every form of 
discussion, the country must remain in embarrassing and 
crippling ignorance of the very affairs it is most important 
that it should understand and direct. 

“The informing function of Congress should be preferred 
even to its legislative function.” 

That is similar to some of the comments Mr. Schwartz 
made yesterday. 

It seems to me that both these questions, the problems of 
Congress and its right to know, and the problem of the 
people and their right to know as citizens, involve matters 
of law and matters of policy, and the two should be dis- 
tinguished. With respect to Congress we talk about con- 
stitutional law, and we have ea ined there really are not 
many informative cases on this precise problem of what 
Congress can do. 

It seems to me that the members of the panel have all been 
in agreement that Congress in general does have the right 
to demand information from the executive agencies, and it 
seems to me also that at least yesterday, even though we have 
not discussed the details today, it is clear that your panel 
members do not agree with the conclusions stated by the 
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Attorney General in his memorandum of May 1954 (hearings, 
pp. 533-534). 


VIIL. Important DrevELOPMENTS 


In addition to specific remedial action taken by Federal Executive 
and Independent Agencies as a result of subcommittee hearings, the 
subcommittee has performed a very definite watchdog function, in- 
creasing the flow of information by contacts with various agencies. 
In several cases, agencies have improved their information practices 
because the subcommittee was able to bring to the attention of the 
proper authorities complaints it had received from the press or the 

ublic. Following are some of the important developments, resulting 
rom subcommittee hearings or other contacts, which have helped 
clear the avenues of access to Federal Government information: 

1. The Civil Service Commission, following a hearing, revised 
regulations governing conduct of Commission employees which had 
stated all information is the property of the Government. The new 
regulations state it is the positive duty of Commission employees to 
keep the public informed about the agency. 

2. Both the Civil Service Commission and the Interstate Commerce 
Commission had cited 5 U.S. C. 22 as statutory authority to withhold 
information. During hearings, subcommittee members pointed out 
this statute, which merely provides a sort of “housekeeping” authority 
over Government files and papers, does not apply to independent 
agencies or commissions. Both agencies withdrew the citation of 
authority. ° 

3. The Civil Service Commission, following a hearing questioning 
the policy of telling the names and salaries of Commission employees 
only to a “responsible’’ individual for a “reasonable’’ purpose, laid 
the problem before an interdepartmental committee of Government 
personnel officials. The resultant guide sets forth the conditions 
under which name and salary information will be made available. 

4. The Post Office Department, following a hearing with the sub- 
committee, withdrew a request to the Civil Service Commission to 
withhold the names of persons eligible for appointment to local 
postmasterships. 

5. The Treasury Department, at a subcommittee hearing, agreed 
to sponsor legislation to make public the applications for tax exemp- 
tion filed by nonprofit, nonpolitical organizations. 

6. The Agriculture Department, following a subcommittee hearing 
and a series of letters, agreed to develop “‘a more suitable arrangement”’ 
for the release of information about advisory committees. 

7. The Agriculture Department, following a subcommittee hearing, 
took steps to assure public announcement of changes in interest rates 
on loans administered by the Department. 

8. The Interstate Commerce Commission, followmg a subcommittee 
hearing, delayed plans to make statistics on railroad accidents con- 
fidential and, instead, set extensive public hearings on the question. 

9. The Interstate Commerce Commission, following a subcommittee 
hearing on the availability of ICC information, took steps to establish 
a Public Information Office staffed by former newsmen. 

10. The Federal Power Commission, following a subcommittee hear- 
ing questioning the Commission’s regulations restricting public infor- 
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mation, amended its rules of practice and procedure to list the classes 
of public documents and require prompt release of all public records. 

11. The Federal Trade Commission, at a subcommittee hearing, 
agreed to work on a general revision of the FTC regulations on the 
release of information. 

12. The Federal Communications Commission, following a sub- 
committee hearing and a series of letters, set up a procedure to make 
published decisions more easily available. 

13. The Department of Commerce, followimg a subcommittee 
hearing and letters from the subcommittee to the Department and the 
National Security Council, made public a previously classified section 
of the National Security Council document establishing the Office of 
Strategic Information and also made public the major portion of 
three previously classified reports on the progress of the OSI. 

14. The Department of Commerce, ieece contacts with the 
subcommittee, agreed not to close down a room in the Department 
of Commerce Building set aside for public stenographers to abstract 
information from patent documents which cannot be removed from 
the building. 

15. The Defense Department, following contacts with the subcom- 
mittee, announced at a subcommittee hearing the establishment of a 
panel to review declassification of historical documents and to set up 
firm guidelines to speed up declassification. 

16. The Defense Department, following subcommittee hearings on 
the flow of scientific and technical information, announced a proposal 
to expedite the separation of basic information for distribution within 
the scientific community from scientific information applicable to 
military weapons. 

17. The Navy Department, following subcommittee contacts, 
dropped the use of the term “ Private-Official” to designate informa- 
tion not made public. 

18. The House Appropriations Committee, following contacts with 
the subcommittee, added language to the report on the 1957 Defense 
Department appropriations bill spelling out the fact that committee 
comments on premature disclosure of military secrets are not to be 
used by Federal] agencies as a reason for withholding legitimate infor- 
mation from the public. 

19. The General Services Administration, following a series of 
letters and contacts with the subcommittee, revised regulations 
which had restricted news photographs in Federal public buildings. 

20. The United States Coast ieeea. following contacts by the sub- 
committee, agreed to reappraise the release of information on investi- 
gations of marine casualties. 


IX. ConcLusions 


Slowly, almost imperceptibly, a paper curtain has descended over 
the Federal Government. Behind this curtain lies an attitude novel 
to democratic government—an attitude which says that we, the 
officials, not you, the people, will determine how much you are to be 
told about your own Government. 

The paper curtain, now many layers thick, is not the fault of any 
one administration or any one party. It has developed over a 30- 
year period. And it began with the very “bigness” of Federal Gov- 
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ernment that is today accepted by the leadership of both political 
parties. 

With the vast expansion of Federal responsibilities and Federal 
agencies in the 1930's, it became impossible for the American press to 
cover all governmental activities with any regularity. Entire agencies 
were exempted, by default, from the day-to-day public scrutiny that 
was the rule of previous decades. And once removed from such 
critical scrutiny, officials easily forgot that they were merely transient 
custodians of the people’s business. They assumed that only they 
could understand the intricacies of their own official operations; 
and they adopted the attitude not of public servants but of private 
executives responsible only to the board of directors and its chairman— 
in this case the President and the Cabinet. The people might still 
be the beneficiaries of Federal action, but they were no longer the 
participants. 

The problems of protecting national security during World War IT 
and the ensuing cold war added several more layers to the paper 
curtain—all imposed in the name of patriotism—as well as providing 
by far the best justification for its existence. And under this aura of 
respectability, bureaucratic secrecy—even in areas far removed from 
national military security—has continued to spread with the stealth of 
a noxious weed. 

The press itself did not become vocal in its opposition to this trend 
until about 10 years ago, and Congress was even more tardy in recog- 
nizing the dangers involved. That this combined opposition has been 
growing steadily is undeniable. But strength is a relative thing, 
especially when opposed to a vast and hidebound bureaucracy con- 
ceived in a maze of restrictive regulations and dedicated to the prin- 
ciple of blind faith in its own competency. When the subcommittee 
began its hearings last fall, it became apparent that although the 
no curtain may have been dented in several places, it had never 

een pierced. 

Some Government witnesses flatly stated they had an “inherent 
right” to withhold information from the public, many more contended 
that the release of nonclassified public documents was a matter for 
‘“Sudgment” on their part, not a right to be enjoyed by the average 
citizen. Still other officials were shown to be contemplating further 
restrictions on the release of information even as they took the witness 
chair before the subcommittee. In addition, many agency chiefs 
frankly stated that they had never taken a careful look at their infor- 
mation activities until specific questions by the subcommittee forced 
their attention. 

In some instances, the answers to the subcommittee questionnaire 
sounded praiseworthy by enunciating an “open door’’ policy on the 
release of information. Hearings developed the fact that these excel- 
lent policies from the top level often are not applied in day-to-da 
Government activities because they have not filtered down throug 
the governmental maze. In such a situation, “Keep your mouth 
shut and keep your job” becomes a common motto. The net result 
is that the public does not get much of the information which should 
be available in a routine manner. 

As remarkable as any of these factors was the attitude of some of 
the officials appearing before the subcommittee—an attitude almost 
of surprise when they were asked to justify certain restrictions they 
had placed on public information. 
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This is an interim report of the study into the informational prac- 
tices and policies of the Federal executive and independent agencies. 
AddiGonal hearings are planned with the Department of Defense and 
hearings are to be held with representatives of the Justice and State 
Departments and other key agencies. 

It is difficult to evaluate overall governmental information policies 
and practices because so many intangibles are involved. But an 
impressive list of witnesses from science, Government, the legal 
profession, the press and the public attested to a trend toward greater 
official reticence. Mr. James Reston, Washington correspondent of 
the New York Times, summed up the problem when he testified 
“* * * certainly it has been my experience in the past 2 or 3 years 
that the free exchange of information between the responsible reporter 
and the responsible official of the Federal Government has seriously 
declined”’ (hearings, p. 26). 

It is not necessary that the information be withheld to hide wrong- 
doing. Scandals, as a matter of fact, have a way of getting out. 
What is far more important is the assumption of final judgment by 
Federal officials. 

Paternalism, no matter how benevolent, is obnoxious to the Ameri- 
¢an people, and it must be doubly obnoxious when used by Govern- 
ment officials to withhold information an intelligent electorate not 
ouly needs but has an inalienable right to know. 

The availability of information from the Federal Government is a 
continuing problem that cannot be solved simply—not even by the 
passage of a whole series of laws. Only by constant vigilance and 
repeated challenge can the avenues of information between the people 
and their Federal officials be kept clear. 

The conclusions reached in the study so far are subject to change or 
modification as additional facts and review require. This interim 
report points up other areas—such as news management and intimida- 
tion of reporters—which must be studied in the future to complete 
the picture of the Federal Government’s information practices and 
policies. 

SPECIFIC PROBLEMS 


1. Nonsecurity labels —One of the most ominous developments is 
the effort to extend Government control over nonsecurity information 
which is not eligible for classification under the terms of Executive 
Order 10501. If the Federal agencies wish to restrict information— 
whether it be technical industrial information, the ideas of scientists 
or the simple facts of government—such information should be 
classified as security material under clearly defined rules or else it 
should be allowed to circulate freely. The devices to control unclassi- 
fied, nonmilitary information are no more than efforts to resurrect the 
discarded category of “restricted’’ information. The ‘“restricted”’ 
label has gone, but it has been replaced by many ingenious offspring, 
all designed to perpetuate official concealment. 

Answers to the subcommittee questionnaire showed 40 Federal 
agencies have developed some 30 new labels to identify nonsecurity 
information they wish to keep from public view. (See Library of 
Congress analysis of question I, 3 (a), exhibit If). In addition to 
these admitted new labels, initial hearings with the Defense Depart- 
ment uncovered such new restrictive terms as “For Air Force Eyes 
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Only,” ‘For Official Use,” ‘Private-Official,’’ and ‘‘While This 
Document Is Unclassified, It Is For Use Only In Industry and Not 
For Public Release.’’ (See sec. V, F.) 

2. Office of Strategic Information.—In the hearings on the Office of 
Strategic Information, the subcommittee encountered a problem far 
different from the one it faced with other agencies. Quite early, it 
became evident that none of the OSI witnesses couid tell the sub- 
committee the nature of OSI’s assignment. They failed to explain 
what OSI had done in the past, what it was doing at the time, nor 
could they outline what it proposed to do in the future. The OSI 
seemed to operate in an aura of complete confusion both as to the 
individuals involved and as to any program of action. (See p. 21 ff.) 

After 3 hearings and innumerable rte Aas by letter and telephone, 
the OSI’s claimed duties were reduced to exactly 2: (1) To provide 
guidelines and a central clearinghouse for the release of nonclassified 
information that might be of “‘strategic’’ interest to potential enemies. 
(2) To work out a program for fair-value exchange of technical in- 
formation between the United States and foreign nations, including 
the Soviet bloc. 

As to the first duty—-the control of nonclassified strategic informa- 
tion—the OSI admitted that it had formulated just one guideline 
in this field, that this had never been implemented, that OSI had no 
intention of implementing it, and that the agency actually doubted 
whether it had the authority to implement. Eventually, the OST 
even stated it bad no desire to implement. the guideline, 

Witnesses admitted also that the office contained no mac'iinery for 
the review of nonclassified, strategic information that might be con- 
tained in articles, brochures, speeches, etc. Asked ow many Gov- 
ernment agencies did have such machinery, OSI Director Erwin- 
Seago rephed, ‘‘None that I know of.” (Hearin’ transcript, April 19, 
1956.) 

Witnesses repeatedly stated that the OSI initially was trying to 
establish uniform policies with respect to release of strategic infor- 
mation by Government agencies, and that business cooperation would 
come later. Successes in the first program are perhaps best indicated 
by the following exchange: 

Mr. Fasceuu. Mr. Seago, if 1 understand your testimony correctly, 
OSI exercises no jurisdiction on any Government document which has 
been published; correct? 

Mr. Seaco. That is right. 

Mr. Fascreitu. What jurisdiction do you exercise, if any, on un- 
published documents? : 

Mr. Seago. We do not. 

Mr. Fascext. There aren’t any? 

Mr. Seaco. No. 

Mr. Fasce.u. Because they are not brought to your attention? 

Mr. Seaco. That is right. (Hearing transcript, June 11, 1956.) 

As to OSI’s second duty—the exchange of technical information 
with foreign nations on a quid pro quo basis—witnesses again ad- 
mitted the Office had no authority over the export of published stra- 
tegic information, and admitted that the OSI could go no further 
than offering its advice on unpublished Government information. 
Moreover, witnesses stated that OSI had found the Library of Con- 
gress much better prepared to carry out these exchange functions, 
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and as a result the Library had been retained to handle this second 
duty from the very start. 

Congressman Moss pointedly reminded Mr. Seago that “one of 
the instructions delegated to the Government Operations Committee 
by law is to determine the economy and efficiency of the operations 
of the agencies of Government * * * All I want to know is what 
we are getting for our dollars and our effort in this field that we cannot 

et just as readily without OSI.” The balance of the hearings record 
ailed to answer this question. (Hearing transcripts, January 13, 
1956, April 19, 1956, and June 11, 1956.) 

The fact that the OSI reports to the National Security Council 
were classified also indicates a highly unrealistic attitude of cloak-and- 
dagger self-importance by an agency handling only unclassified mate- 
vat Jpon declassification it was apparent there was nothing in the 
body of any of the reports which was of the slightest significance with 
regard to national security. It is probable that OSI classified the 
reports mainly because they contamed critical remarks about the 
American Society of Newspaper Editors and the press in general. 

Many of the American editors have served through two World Wars 
under the voluntary restraint of good judgment and sound patriotism. 
They have served through the Korean war, the Berlin airlift, the cold 
war, and through many other internatioral crises while exercising 
their judgment as to the use of information that might be of aid to 
a potential enemy. It ill behooves Government officials who have 
far less experience in the exercise of editorial judgment to try to lecture 
these editors about matters of commonsense and patriotism in the 
publication of information. 

3. Business Advisory Council-—The Business Advisory Council of 
the Department of Commerce appears to be a part private, part 

ublic group. When asked about advice given by the BAC, the 

ommerce Department explains that the BAC is a private organiza- 
tion. When the Council itself is asked about its activities, it explains 
that its records are Government records and, therefore, not available 
under the doctrine of executive privilege. The net result of this effort 
of the Commerce Department is to deny Congress and the public 
information about the activities of the BAC. Yet the Council advises 
on matters of highest importance to the national economy and, ulti- 
mately, to the average citizen. (See sec. V, E. (4)). 

4. Advisory committees —The subcommittee recognizes the value of 
advisory committees, in our complex economy and in our delicate 
world position, From statistics gathered from responses to a question- 
naire sent out by the House Government Operations Subcommittee on 
Executive and Legislative Reorganization, it is estimated that some 
5,000 advisory committees are now in operation within the Federal 
Government. The number of such committees underscores the impor- 
tance of keeping the public in touch with their deliberations and 
recommendations. 

During testimony by Agriculture and Commerce Department wit- 
nesses, subcommittee members warned that secrecy about advisory 
committee activities would offer members of advisory groups a tem- 
porary opportunity to take advantage of inside information. With- 
out full publicity, the activities and recommendations of advisory 
re constitute a standing invitation to misuse or possible 
scandal. 
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The Department of Agriculture has improved its informational 
practices following the subcommittee study, but it has made one 
vital reservation: that information should be made available immedi- 
ately—except where the market might be affected. In erga bp 
correspondence, the subcommittee pointed out the “market place” 
was the precise area where information should be made most readily 
available. (See sec. V, D.) 

If there is a lag in information, the “insiders” who sit on advisor 
committees have additional time to capitalize on their inside knowl- 
edge. The greater the lag, the longer the trading public and the 
competitor are kept in the dark and put to disadvantage. The com- 
petitor and the trading public should be informed of advisory com- 
mittee recommendations before the opening of the market next day. 

5. “Inherent” power to restrict information.—No agency of the Fed- 
eral Government has any authority to restrict information from the 
Congress or the public other than that specifically granted by statute 
or other clearly defined legal means. The “inherent power of the 
executive branch of the Government” claimed by the Civil Service 
Commission as authority to keep Federal facts from the public simply 
does not exist. Any such authority, deriving from the Constitution, 
applies only to the President of the United States and cannot be 
automatically asserted by every Department head, bureau, or com- 
mission which arbitrarily decides that a particular fact should be 
hidden. 

In contending that the ‘dirty linen” of the Civil Service Commis- 
sion should be “washed within your own office and own family and 
not in public’’, the Commission representatives failed to realize that 
the agency is not anyone’s “family.”” The business of supervising 
Federal employees must be carried out in public, not behind closed 
doors. In fact, the civil service system was set up to prevent just 
the kind of graft and corruption which could occur if the operations 
of the agency were cloaked in secrecy. (See sec. V, A.) 

In addition, judicial interpretation and precedent fail to indicate 
that either the executive agencies or the independent regulatory com- 
missions have any “inherent” right to withhold information from 
Congress. The mere claim of privilege by any Government agency 
is not enough in itself to establish any legal right of privilege. (See 
committee print, The Right of Congress to Obtain Information from 
the Executive and from Other Agencies of the Federal Government, 

p. 6-7.) 
. 6. Export of technical information.—Under section 3 (a) of the 
Export Control Act of 1949, the Department of Commerce claims 
authority to prohibit or curtail the export of commodities as well as 
“technical data,” including correspondence between American scien- 
tists and scientists abroad. 

The complaint of the Federation of American Scientists about 
having to label their correspondence containing unclassified informa- 
tion is well taken. ‘The requirements is not only ineffective but 
constitutes an affront to their patriotism and good reef ment. 

Use of the stamp has been ridiculed by scientists Sivead. Stamped 
correspondence gives foreign intelligence agencies a handy means of 
determining who in America is corresponding with whom in their 
country. The stamp sets the scientist apart from other citizens who 
are corresponding with foreign friends or business associates. 
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Since the days of Benjamin Franklin and Thomas Jefferson, Ameri- 
cans of a scientific inclination have carried on extensive correspondence 
with their colleagues overseas. This correspondence in the scientific 
field has led to many great American inventions. So long as the 
matters discussed in these letters concern unclassified information, 
scientific correspondence should not be impeded. (See sec. V, E. (3).) 

7. Information on postmaster eligibles.—The Post Office Department 
is to be commended for withdrawing its request that the Civil Service 
Commission withhold from the public the names of persons eligible 
for appointment to local postmasterships. There was little validity 
to the contention that better qualified postmaster candidates would 
apply for the jobs if the names of those who had passed and those who 
had failed the civil service examinations were kept confidential. It 
might be better for the individual involved if he could try for a post- 
master job knowing that no one would ever know if he failed to pass 
the test. But the public good is much more important than the feel- 
ings of an individual. It is the public’s right to know the candidates 
for the job of postmaster—particularly when that job will be filled 
by political appointment and the people want to be sure the man 
finally selected is qualified for the job and did not get the appointment 
purely through political pressure. It is to be hoped that the Civil 
Service Commission will now make the information on postmaster 
eligibles available to the public, since the Commission representatives 
contended the only reason for restricting the information was the 
request for confidentiality from the Post Office Department. (See 
sec. V, B.) 

8. Independence of the regulatory agencies —The agencies set up in 
recent years to regulate activities in specific fields were established to 
do detailed work which the Congress could not do and did not want 
the executive branch of Government to control. If Congress is to 
oversee the activities of the special agencies—and if the public to be 
sure the agencies are operating within specified limits—the executive 
cannot control the information activities of the independent agencies. 
In the information phases of their activities, the independent agencies 
must be truly independent from executive pressure. 

This independence is implicit in the legislation establishing the 
agencies and is spelled out in court cases. In some instances, how- 
ever, those appointed to supervise the regulatory agencies have not 
given enough attention to the importance of a free flow of information. 
They have permitted the executive branch to move into the vacuum 
created by their inaction and to gain more and more control over 
what information the agencies may give freely to the public and the 
Congress. 

An increased awareness on the part of the independent agencies of 
their true independence from the executive branch can halt the trend. 
In their quasi-legislative and quasi-judicial functions, the regulatory 
agencies need accept no interference from the executive bureaus. 
Specifically, the Budget Bureau has no authority to veto information 
or comments on legislation transmitted from the independent agencies 
to Congress, nor does the Bureau have any final contro], under the 
Federal Reports Act, over statistical information the independent 
agencies might request from private organizations and individuals. 

9. Proxy contest information.—There is strong doubt that the effort 
of the Securities and Exchange Commission to control the content 
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of advertising in proxy contests would hold up in a court test under 
the first amendment. The legal authority for the SEC, or any other 
Government agency, to control or censor the reprint of articles that 
have previously been published and already are im the public domain 
is highly questionable. (See sec. VJ, E.) 

10. Intimidation of reporters —The investigative agencies of the 
Government should not be used to intimidate reporters or to try to 
make them disclose the source of their information as was indicated 
during hearings (hearings, p. 22, ff.). Officials who assign investi- 
gators to perform acts of retaliation, intimidation, and reprisal upon 
reporters are abusing the authority granted their agencies. Re- 
porters seek no more privilege than any other group of citizens in 
the normal pursuit of their profession. But, by the same token, 
they should not be singled out for investigation while performing 
their duties of informing the public. (See sec. IV, A.) 

11. Defense Department information practices—The study of the 
Defense Department so far shows that the informational policies and 
practices of the Department are the most restrictive—and at the same 
time the most confused—of any major branch of the Federal Govern- 
ment. 

Military men are, by nature, to borrow a phrase from General 
Parks, “secretive.” In addition, they are “‘scared to death” of the 
press, and prefer to avoid all contact with reporters lest they say 
something that may end up as a black mark in their records, per- 
manently retarding their military careers. Moreover, a public infor- 
mation career in any of the three services is a dead-end street, generally 
leading to retirement long before flag officer status is reached. For 
this reason competent officers avoid information posts. Except on 
those rare occasions where they receive the strong personal backing 
of the heads of their particular branch of the Military Establishment, 
officers who do find themselves in public information posts also find 
themselves continually stymied; they have no authority to free infor- 
mation that others, far removed from the press and from the public’s 
desire for information, deem it necessary to withhold. 

At the top of this pyramid of sand is the office of the Assistant 
Secretary of Defense for Legislative and Public Affairs. The present 
Assistant Secretary, Robert T. Ross, stated that his office is ‘‘the sole 
agency” for release of defense information at the seat of government. 
Actually, his office has little more than the authority to rubber stamp 
information the various services have decided to release. He admitted 
he has no authority to release information the Army, Navy, or Air 
Force has decided to withhold; and in many cases his office never 
learns of such negative decisions. Mr. Ross’ claims of authority, his 
later denial of such authority, and his even later reassertions left the 
subcommittee as confused about the functions of his office as Mr. Ross 
himself apparently is. 

The Assistant Secretary of Defense originally was given “‘responsi- 
bility’”’ of Department information activities, in 1948, to prevent 
interservice rivalries from breaking into the public prints. “That it 
has failed in this primary mission is amply proven by the recent public 
outbreak of the so-called propaganda warfare between the services. 

12. “Constructive” contribution.—Secretary Wilson’s ‘constructive 
contribution” order of March 29, 1955—again designed largely to still 
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service rivalries—has similarly failed to fulfill its purpose. And at the 
same time this order has been used to deny to the press and the public 
various kinds of information that have nothing to do with national 
military security. 

13. Declassification —The Defense Department and its component 
branches are classifying documents at such a rate that the Pentagon 
may some day become no more than a huge storage bin protected by 
triple-combination safes and a few security guards. Millions of docu- 
ments each year are being added to the Defense Department’s classi- 
fied files, and only a small fraction are being declassified annually. 

The stipulation in Executive Order 10501 ordering that wherever 
practicable classified documents bear a date or event for subsequent 
declassification is being almost totally ignored. Unless some operative 
system of declassification is developed in the near future, we may find 
ourselves completely walled off from our past historical achievements 
as well as from future progress in basic science. 


LEGAL PROBLEMS 


Unfortunately, there has existed and still does exist in high govern- 
mental and military circles a strange psychosis that the Government’s 
business is not the people’s business. For reasons less clear, high 
Government officials persist in giving lip service to the fact that the 
people have a right to know but in actual practice they circumvent 
this right to the people. Government officials have a growing ten- 
dency to forget that in a democracy it is up to the people to make 
final decisions and that is impossible unless the necessary information 
is available on which to base such decisions. This psychosis persists 
to the point where some Government officials decide what is good for 
the public to know. 

Today, Government lawyers have a strong tendency to compare 
the Government business to a private corporation where once a year 
the stockholders meet and receive a spoon-fed, specially prepared 
report which is privately conceived in the minds of the chairman of 
the board and the directors and which is accepted without question. 
This dangerous trend must be reversed and the heads of departments 
and agencies must be made aware that it is not for them to decide 
what is good for the public. Rather, they must make information 
available so the public can decide what is good for itself. 

1. Withholding from Congress ——Government lawyers carry to ex- 
treme limits their attempts to cite legal authority for denying informa- 
tion to Congress and its committees. They know, or should know, 
that there never has been a decision by a Federal court, including the 
Supreme Court, establishing authority in the head of an executive 
department or agency to withhold information from the Congress. 
At best, the only conclusion which can be made is that the so-called 
authority to withhold information from the Congress is based solely 
on a mere naked claim of privilege. 

2. Judicial determination.—It is a well established fact that, under 
a statutory delegation from Con , the head of an executive depart- 
ment can make rules and bevies a concerning the “custody, use, 
and preservation of the records, papers, and property appertaining 
to it.” But Government officials persistently refuse to consider that 
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the courts have jealously guarded their prerogatives in this field of 
information by establishing the fact that— 


it is for the courts, and not the executive branch of the Gov- 
ernment, ultimately to determine that information is of such 
a nature as to justify its being withheld in a judicial pro- 
ceeding. 

3. Lack of congressional action.—It must be admitted that the 
Government officials have some justification for restrictions on infor- 
mation because Congress has been silent in asserting affirmatively, 
by statute, what information will be available. Congress has en- 
countered no difficulty in specifically stating what documents, records, 
and information are to be held confidential, but what is universally 
overlooked is the fact that Congress never intended to deny to i 
confidential information. Congress, by its failure to specify public 
information clauses in the statutes, has permitted this vitally impor- 
tant area to be occupied by the executive departments and agencies. 
The Federal courts, including the Supreme Court, have also either 
deliberately or unwittingly avoided the question of the use of official 
discretion by the head of an executive department or agency. The 
courts have unanimously held that unless a petitioner or citizen can 
prove a wide and flagrant abuse of officia’ discretion in withholding 
information, they will not consider the question. The courts consider 
a statute to ascertain if there has been a proper delegation of author- 
ity. If so, the question of official discretion remains dormant. The 
question arises of whether the test be limited to wide and flagrant 
abuse of official discretion or whether the courts should take a much 
closer look at the problem. Because— 


of the varied nature of the privilege [sought to be claimed by 
the Government] it is not surprising to note that the scope of 
the Government’s privilege to withhold official information 
has not yet been clearly defined. 


This fact demands the attention of all citizens as well as the Congress, 
the executive, and the judiciary. 

4. May 17, 1954 letter —The most flagrant abuse of so-called legal 
authority is the misuse of the May 17, 1954 letter from the President 
to the Secretary of Defense at the time of the Army-McCarthy con- 
troversy. Regardless of the questionable legal basis of the Attorney 
General’s memorandum on which the President acted, the letter was, 
by its very terms, a specific instruction to the Secretary of Defense 
for a specific purpose and to a specific committee of the Senate. It 
seems inconceivable that 19 Government departments and agencies 
would cite this letter as a shadowy cloak of authority to restrict or 
withhold information from the Congress and the public. This flimsy 
pretext of so-called legal authority only serves to demonstrate to 
what extent executive departments and agencies will go to restrict 
or withhold information. 

5. Directive of March 13, 1948, and letter of August 5, 1948, of the 
Administrative Assistant to the President-—In addition, the Presiden- 
tial directive of March 13, 1948, and the letter of the Administrative 
Assistant to the President, dated August 5, 1948 (see committee print, 
p. 545), are also of very wiedtsaciaite Liss authority as far as the rights 
of Congress and its committees are concerned. It must be noted that 
no legal authority was cited with respect to these two documents. 
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X. RECOMMENDATIONS 


This is an interim report on an uncompleted study of a problem 
which is basic to the democratic form of government—the need for 
an unrestricted flow of information to the people from their Federal 
Government. The study of the security shina of this problem has 
barely begun. Also, more consideration must be given to the day-to- 
day informational activities of the Federal agencies in nonsecurity 
fields. However, the study so far clearly supports the following 
recommendations: 

1. Office of Strategic Information.—The Office of Strategic Informa- 
tion in the Department of Commerce should be abolished. 

OSI witnesses have been unable to justify the existence of the 
agency, either for the purpose of restricting unclassified information 
from within the Government or controlling unclassified information 
from outside the Government. The National Security Council should 
review the functions which the Department of Commerce was re- 
quested to perform in the NSC directive and determine whether 
such functions are necessary. 

In the field of international exchange of information, the Library of 
Congress could, if necessary, continue the responsibility for compiling 
the “want list’? of documents sought from Soviet bloc countries. The 
Library of Congress presently is preparing the want list under a 
contract agreement with the Department of Commerce and there 
would be no appreciable change in day-to-day operations under a 
transfer. 

As is shown by exhibit VII, the Library of Congress has been con- 
ducting an international exchange program with foreign governments 
since the Brussels Convention o 1886, as well as by various executive 
agreements negotiated by the Department of State. 

In an exchange of correspondence between the subcommittee and 
the Library of Congress (see exhibit VII), the Acting Librarian of 
Congress, Verner W. Clapp, says: 


Almost all the functions which the Department of Com- 
merce has requested the Library to perform under the trans- 
fer of funds are merely extensions of the Library’s normal 
functions, and could easily be carried on if the funds were 
appropriated directly to the Library. The Library could 
execute these functions with the normal amount of contact 
and liaison with other Federal, and nongovernmental, 
nonprofit, commercial, and industrial agencies. 


Since the want list consists largely of scientific documents, the 
subcommittee suggests that these documents might be more directly 
acquired through scientific attachés with United States embassies 
abroad. 

2. Business Advisory Council.—The nebulous status of the Business 
Advisory Council should be clarified by action of the Department of 
Justice, or otherwise, 

If it is no more than an assembly of private advisers, it should be 
deprived of all governmental help including the use of office space in 
the Department of Commerce Building. Furthermore, the contribu- 
tions of its members should not be tax exempt. 

. More important still, BAC should be deprived of immunity from 
congressional inquiries; it should be deprived of the protection of 
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so-called executive privilege. If the BAC invokes quasi-governmental 
prerogatives in such matters as tax exemption and executive immunity, 
it should be subject to the same regulations imposed on all other 
governmental advisory groups. 

It is recommended specifically that the Department of Justice 
inspect the past minutes of the BAC just as it inspects the minutes 
of all other advisory groups. 

It is also recommended that, henceforth, the BAC regularly make 
available its minutes for the Department of Justice as do all other 
advisory agencies. 

It is further recommended that the minutes be made public promptly 
following meetings or else that the public be permitted to attend the 
meetings. (See sec. V, E. (4).) 

3. Advisory committees.—With respect to the availability of informa- 
tion about the thousands of industry advisory committees, it is sug- 
gested that: 

(1) The various departments and agencies issue uniform instruc- 
tions within the department for handling information about advisory 
committee meetings. 

(2) Advance notice should be made of all meetings of advisory com- 
mittees, subcommittees, task forces or other groups, including the 
agenda to be discussed during the meeting. 

(3) The names of all participants should be made public. 

(4) Minutes of each meeting should be made available for public 
inspection, with deletions only where national security is involved. 

(5) The chairman of the advisory committee, or a spokesman, should 
be available to brief the press about any recommendations and to 
present the general peters of what went on behind closed doors. 

(6) So that “insiders’’ sitting on the advisory committee can gain 
no possible advantage, a press release should be issued or a briefing 
session should be held before the opening of the particular market 
next day. 

4. Export Control Act.—Section 3 (a) of the Export Control Act of 
1949 should be amended to make it clear that the phrase “technical 
data” does not include scientific information of an unclassified nature 
This would abolish the regulation requiring American scientists to 
stamp their unclassified correspondence with scientists overseas 
(See sec. V, E. (3).) 

5. Review of cases-——The Government legal experts should review 
the cases they have cited as authority for restricting or withholding 
information to the Congress and the public. 

6. Implementation of information policies.—The study of restrictions 
on information by the Federal executive and independent agencies 
has helped lift a few of the accumulated leaves of the “paper curtain’’ 
screening official activities partly because the problem has been 
brought to the attention of top policymakers and department heads. 
(See sec. VIII.) The President and other high level officials in the 
executive branch should make every effort to further inform employees 
of their desire for a full and free flow of information. These policies 
should be spelled out clearly so that they will be put into effect on the 
working level of the Federal Government. 

7. Science attachés—The science attaché program should be re- 
activated. Experienced scientists should be attached to every major 





INFORMATION FROM DEPARTMENTS AND AGENCIES 93 


United States Embassy around the world to report on foreign scientific 
developments and to facilitate exchange of scientific information. 
Except where matters of military security are involved, the reports 
of these attachés should be given the widest dissemination so that 
American scientists can be kept abreast of world developments in 
their field. 

8. Clarification of statutes.—The Congress has a duty to clarify the 
chaotic and confusing situation existing with respect to title 5, United 
States Code, section 22, and title 5, United States Code, section 1002. 
Action is required in order to spell out the intent of Congress and to 
insure a freeing rather than a freezing of information. It is believed 
that Congress intended to establish a full and complete flow of infor- 
mation from the Government to the people, but the fact remains 
that misinterpretation of congressional intent exists. A major effort 
is being made to develop specific legislative language concerning these 
two statutes. It is possible that a ‘public records” statute might 
be developed before a final report is prepared on the availability of 
information from the Federal executive and independent agencies. 


XI. Summary STaTeEMENT 


The hearings held and studies made by the subcommittee show 
that there is no established general policy in respect to the disclosure 
or withholding of Government information by the executive and in- 
dependent agencies. In some instances the Congress has enacted 
legislation authorizing withholding by such agencies. In other in- 
stances the agencies themselves have taken the initiative in the prem- 
ises. Ina few cases the agencies have acted pursuant to an Executive 
order. In great areas of information there has been no affirmative 
action either by the Congress or within the executive branch to author- 
ize withholding or to require disclosure. 

The important enduiloling fact is that the departments and agencies 
which generate governmental information all are created by Congress, 
derive their powers from Congress and are subject to such limitation 
as Congress may impose. 

The courts have invariably sought the authority in legislative action 
as represented by statute for withholding information and by the 
same token have refused to recognize any inherent constitutional 
authority in the departments and agencies to withhold information. 

It, therefore, is now incumbent upon oe to bring order out 
of the present chaos. Congress should establish a uniform and uni- 
versal rule on information practices. This rule should authorize and 
require full disclosure of information, except for specific exceptions 
defined by statute or restricted delegation of authority to withhold 
for an assigned reason within the scope of the authority delegated. 
The withholding should be subject to judicial review and the burden 
of proof ses on the official who withholds information. 

Most of the citation of authority for withholding by departments 
and agencies has been captious and equivocal. 

The words in title 5 United States Code section 22 are clearly those 
of mere housekeeping. But “custody, care, and preservation” have 
been misapplied to mean “dominance, retention, and seclusion.” 
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The 19 departments and agencies which cited the President’s letter 
of May 17, 1954 as authority for withholding would not have em- 
braced it with the same breathless ardor if it had contained a directive 
to the Secretary of Defense to cut his budget. 

Congress should, where necessary, clarify its own language. 

Congress should everywhere specify exact limitations on withhold- 
ing by the departments and agencies it has created. 

Gon should clearly enunciate the fundamental principle that 
the public business is the public’s business. 

eacctans should effectively implement this principle. 


XII. Apprrionat Views or Crare E. HorrmMan on tre Supsxcr: 
Tue Ricut To Know 


With all the conclusions expressed in the report I cannot agree. 
Congressional right to information 


All legislative powers herein granted shall be vested in a 
Congress of the United States * * * (The Constitution, 
art. 1, see. 1). 


A legislative body cannot legislate wisely or effectivel 
in the absence of information respecting the conditions whic 
the legislation is intended to affect or change; and where the 
legislative body does not itself possess the requisite informa- 
tion—which not infrequently is true—recourse must be had 
to others who do possess it. Raiertenes has taught that mere 
requests for such information often are unavailing, and also 
that information which is volunteered is not always accurate 
or complete ; so some means of compulsion are essential to ob- 
tain what is needed. All this was true before and when the 
Constitution was framed and adopted. In that period the 
power of inquiry—with enforcing process—was regarded 
and employed as a necessary and appropriate attribute of the 
power to legislate—indeed was treated as inhering in it. Thus 
there is ample warrant for thinking, as we do, that the con- 
stitutional provisions which commit the legislative function 
to the two Houses are intended to include this attribute, to 
the end that the function may be effectively exercised 
(MecG@Grain v. Daugherty (273 U. 8. 135, decided in 1927) ). 


A legislative committee of inquiry vested with power to 
summon witnesses and compel the production of records 
and papers is an institution rivaling most legislative insti- 
tutions in the antiquity of its origin. One of the earliest in- 
stances of the exercise of this power is found in Sir Francis 
Goodwin’s case in 1604, wherein authority was delegated 
to a parliamentary committee to summon particular witnesses 
and to require the production of records. Prior to the adop- 
tion of our Constitution colonial assemblies frequently 
assumed authority to punish for contempt any person who re- 
fused to appear in answer to a summons or who failed to dis- 
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close information required for the effective administration of 
government. After the Constitution was adopted Congress 
assumed this power. In 1792 it appointed an investigating 
committee “to call for such persons, papers, and records, as 
may be necessary to assist their inquiries.” From that date to 
1929 Congress authorized over 300 investigations to assist the 
performance of its several functions. Since that time Con- 
gress has made abundant use of investigating committees, a 
natural consequence of the grim scope of legislative con- 
cern with administration (Fields v. U 8S. (Oct. 27, 1947 
(App. D. C. 1947), 164 F. (2d) 97, cert. den. (1948), 16 L. W. 
3216) ). 


Abuse of power 


The contention is earnestly made on behalf of the witness 
that this power of inquiry, if sustained, may be abusively 
and aggressively exerted. |Italics supplied.| If this be so, 
it affords no ground for denying the power. The same conten- 
tion might be directed against the power to legislate, and of 
course would be unavailing. We must assume, for present 
purposes; that. neither House will be disposed to exert the 
power beyond its proper bounds, or without due regard to 
the rights of witnesses. But if, contrary to this assumption, 
controlling limitations or restrictions are disregarded, the de- 
cisions in Kilbourn v. Thompson and Marshall v. Gordon 
point to admissible measures of relief. And it is a necessary 
deduction from the decisions in Kilbourn v. Thompson and 
Inve Chapman that a witness rightfully may refuse to answer 
where the bounds of the power are exceeded or the questions 
are not pertinent to the matter under inquiry (McGrain v. 
Daugherty). 

However, no narrow or restricted interpretation is to be put upon 
the exercise of this right by a congressional committee. 


In Townsend v. U. S. (App. D. C. 1938) 95 F. (2d) 352, 
February 7, 1938, cert. den. (1938) 303 U. S. 664) the court 

inted out that in light of McGrain v. Daugherty supra, a 
egislative purpose would be presumed, and that “power to 
conduct a hearing for legislative purposes is not to be meas- 
ured a recommendations for legislation or their absence.” 

In U.S. v. Bryan (72 Fed. Supp. 58 (May 21, 1947), p. 61), 
the court said : 

“Manifestly, the sole purpose for which the Congress may 
carry on investigations and secure information is in connec- 
tion with the exercise of its legislative function and with the 
appropriation of moneys. 

* * * * * 

“In connection with the exercise of these powers, however, 
the Congress is not limited to securing information precisely 
and directly bearing on some proposed measure, the enact- 
ment of which is contempl or considered. The collec- 
tion of facts may cover a wide field. Obviously, in order to 
act in an enlightened manner, it may be necessary and desir- 
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able for the Congress to become acquainted not only with the 
precise topic involved in prospective legislation but also with 
all matters that may have an indirect bearing on the subject.” 


_ Nor is the right limited by the fact that the committee is not con- 
sidering a particular bill or subject. 


It is, of course, well settled that Congress may make inves- 
tigations in aid of legislation. (E. G., McGrain v. Daugh- 
erty, 273 U. S. 135, 174, 47 S. Ct. 319, 71 L. ed. 580, 50 A. L. R. 
1; United States v. Norris, 300 U.S, 564, 573, 57 S. Ct. 535, 
81 L. ed. 808.) And it is immaterial that in the past this par- 
ticular committee has proposed but little legislation * * *. 
Information gained by a committee of this nature, provided 
its search for the truth may not be frustrated by such ob- 
structive tactics as those employed by the appellant, might 
well aid Congress in performing its legislative duties, viz, 
in deciding that the public welfare required the passage of 
new statutes or changes in existing ones or that it did not. 
(U.S. v. Josephson (C. C. A. 2d, 1947) 165 F. (2d) 82, De- 
cember 9, 1947, cert. den. (1948) 16 L. W. 3253.) 


These views were expressed by the writer in Report No. 1595 of the 
80th Congress, 2d session, just prior to the adoption by the House of 
House Joint Resolution 342. (See exhibit 1, hearings, p. 307.) 


The citizen’s right to know 


If this is a government by and for the people, it would seem to 
follow that each and every citizen is, as a matter of abstract right, 
entitled to know what his Government is doing, on what information 
and for what reason it acted. 

Assuming the foregoing statement to be true as a matter of law, the 
“right to know”, the right of the citizen, of the Congress, to be advised 
of the information possessed by the executive departments is subject 
to several limitations, as is the right to a free press, to free speech, to 
freedom of petition, and every other right guaranteed by the Consti- 
tution. 

There must be a reason for the exercise of the right. 

The right is limited by the necessity of protecting the national 
security. 

It is limited by the fact that the Constitution grants to the Presi- 
dent certain authority, imposes upon him certain duties. Acting in 
performance of those duties, within the scope of the authority granted. 
he is under no obligation to explain or justify his acts, either to 
individuals or to the Congress. 

If executive departments were to furnish all information which 
might be demanded by the individual citizen or groups of citizens 
they would have insufficient time to perform their necessary duties. 

On occasion, requests have been made of executive pe estas ok for 
information, compliance with which would have caused the expendi- 
ture of thousands of dollars and many days of research work, neither 
of which would have been justified by the benefit received. 

One reason for the complaint on the part of the press that depart- 
ments are withholding information is referred to in an article by 
David Lawrence published on July 9, 1956. 
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Among other things, he wrote : 


There is altogether too much emphasis being placed now- 
adays on the “handout” system. A committee of Congress is 
actually complaining because Government departments do not 
resort to more “handouts.” This is an indirect indictment of 
the enterprise of the press itself. Time was when rival re- 
porters didn’t like “handouts.” They preferred to get the 
news through their own diligent efforts and persistent search. 


_ There has also been complaint that 1 or 2 columnists were trad- 
ing publicity for “inside information.” 
The press 


Insofar as the press or its employees represent the public, it cer- 
tainly is entitled to all information which can, within reason, be 
furnished and the giving of which would not adversely affect the 
national security. 

Assuming the foregoing conclusions to be sound, it follows that a 
congressional committee may ask pertinent questions. That, if the 
information desired is refused, contempt proceedings may be insti- 
tuted and the courts become the final arbitrators of the soundness of 
the request, the reasonableness of the refusal. 

No such remedy exists for the private citizen or for the represen- 
tative of the press who is denied information to which he thmks he 
is entitled. In this field, the remedy would seem to be through an 
expression of public opinion or, if a legal remedy is sought, the court 
might be constrained to adopt the doctrine of reasonableness, that is, 
balance the importance of the information sought against the cost and 
difficulty of making it available. 


The rule of reason 


While the press is vigorously insistent that executive departments 
should, except when national security prohibits, make available to its 
representatives all information, that same press is inconsistent when 
Congress or congressional committees call upon it to furnish the basis 
for its news stories, editorials, or charges which, in the opinion of 
a congressional committee, reflect upen the executive departments or 
the Congress. 

Recently, the House Appropriations Committee considered an edi- 
torial of the St. Louis Post-Dispatch, captained “Losing the Peace- 
ful Atom,” to be important. Presumably, the committee considered 
the statements carried in the editorial, if true, to be of value and 
helpful to the committee in making appropriations. It invited a 
representative of the paper to appear and answer questions concern- 
ing the editorial, The newspaper respectfully declined, writing: 


If an editor were to answer official questions as to how 
he formed his opinions and to describe the sources on which 
they were based, his conduct would encourage other commit- 
tees to make similar demands on editors. Such a develop- 
ment would place freedom of the press under fear of congres- 
sional inquiry and thus restrict the information of the peo- 
ple. The consequences could be far-reaching and ominous, 


_ So it appears that at least some publishers and editors while claim- 
ing the right to know the facts back of any action taken by an execu- 
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tive department or by the Congress, reverse their position and decline 
to give the facts back of a story, presumably printed to promote the 
general welfare. 

Of what value is a news story or an editorial, either to the people 
or to the Congress, if its assertions are without factual support? Ap- 
parently, some members of the press, without any legal or moral 
justification, insist that, they be placed as to privilege in the same 
category with legal advisers, doctors, ministers and priests, husbands 
and wives. 

The answer of the Post-Dispatch is, in effect, an assertion that the 
public and the Congress should accept its news stories, its editorials 
without question. 

If the press were required to back up its assertions, it is quite true 
that the volume of its output might be lessened. 

The individual injured by a news story or an editorial has the right 
to initiate a civil action to recover any damages he may suffer. A 
congressional committee, apparently at least in the opinion of the Post 
Dispatch and those who agree with its assertion, is without remedy 
to ascertain the truth or falsity of any published statement. This, no 
matter whether it reflects upon the integrity of the Members of Con- 

or the Congress itself, or creates a false impression about a situa- 
tion involving the Nation’s welfare and security. 


Security 


The right of an executive department to withhold information be- 
cause, in the opinion of the executive its disclosure might impair our 
national security, has long been accepted. 

The difficulty arises, as it did when the House in the 80th Congress 
passed House Joint Resolution 342 (hearings, p. 305), because of the 
fact that agreement cannot be reached as to the effect of the particular 
information which is desired—as to whether revealing it would impair 
our national security. 

Naturally, individuals in the Departments may attempt to cover up 
mistakes or worse by the assertion that the desired information cannot 
be disclosed because it will endanger our national security. 

To repeat, apparently the only remedy, where the individual or the 
press is arbitrarily, unreasonably denied information, is through pub- 
licity and at the polls. 

The remedy available to the Congress is, of course, a citation for con- 
tempt, the ultimate decision resting with the judiciary. 

In my opinion, while general rules may be written, ultimately the 
decision in each case must rest with some responsible official who con- 
trols the information, his decision to be final except as modified by an 
appeal to the courts. 

Again, in my opinion, most of our apparent controversies can be 
resolved by a reasonable approach to the issue and the exercise of good 
judgment as the question arises. 


Information denied by Executive 
I know of no case where the courts have compelled a President to 
make available either to a citizen, the press, or the Congress, desired 


information. Here again, the only remedy would be through publicity 
and at the polls. 
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Where, however, the Constitution imposes upon the President a duty 
or grants to him authority, in my judgment, neither the citizen, the 
ress, nor the Congress, either by resolution or through its committees, 
as the right to compel the President to disclose what he did, or the 
reason for his action. 

In my judgment, while general legislation can be enacted which will 
be helpful, in the end each individual request for information, whether 
it comes from the Congress, the press, or the citizen, must ultimately be 
decided upon the facts presented—as the situation unfolds. 

At my request, Mr. Glenard P. Lipscomb, of California, and Mr. 
George Meader, of Michigan, attended a number of the subcommittee 
hearings. Their fine, constructive work has been very helpful. 

The hearings 

The staff has made a painstaking, extensive, thorough, and impartial 
investigation. 

Though not in agreement with some of the rulings as to the admissi- 
bility of evidence or comments made, the chairman of the subcommittee 
is entitled to commendation for the able, fair, and dignified manner in 
which the hearings have been conducted. 

Cuare E. HorrmMan. 











APPENDIX 


Exuzierr I 


Howse OF REPRESENTATIVES, 
GOVERNMENT INFORMATION SUBCOMMITTEE, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

To: Congressman John E. Moss, chairman, House Government In- 

formation Subcommittee. 
From: Samuel J. Archibald, staff director. 
Subject : Background study of the need for information in a democratic 

society. 


THE BASIS OF THE RIGHT TO KNOW 


“Congress shall make no law respecting an establishment of religion, 
or prohibiting the free exercise thereof; or abridging the freedom of 
speech, or of the press; or the right of the people peaceably to assemble 
and to petition the Government for a redress of grievances.” 


The right of the people of the United States to know what their 
Federal Government is planning and doing is based, largely, on the 
first amendment to the Constitution. The public right to information 
from and about the Government is most often based, specifically, on 
the freedom of the press phrase of the amendment. Thus, that section 
becomes much, much more than a franchise granted newspaper pub- 
lishers to print and sell news and information at a profit. 

Thomas Jefferson is one of the most-quoted Americans on the 
freedom-of-the-press subject. One of his most often quoted comments 
in that field was a paragraph written from Paris to Col. Edward 
Carrington in connection with Shay’s rebellion. Jefferson wrote, in 
part: 

“The basis of our governments being the opinion of the people, the 
very first object should be to keep that right; and were it left for me 
to decide whether we should have a government without newspapers, 
or newspapers without a government, I should not hesitate a moment 
to prefer the latter. But I should mean that every man should receive 
those papers and be capable of reading them.” ! 

Often the middle of Jefferson’s comment is quoted to point up his 
belief in the importance of newspapers in a democratic society. 
Possibly of more importance, in considering the public right to know, 
are his comments on opinion as the basis of government and on the 
need for an adequate flow of information. Did these ideas spring, 
full grown, out of Jefferson’s fertile mind to be implanted in the 
framework of American democracy, or has the right of the public to 


1 ae aa Jefferson, The Writings of Thomas Jefferson, Washington, D. C., 1905; vol. VI, 
pp. . 
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know been developing slowly and firmly over the centuries during 
which man has evolved from government by hereditary tribal chief- 
tains to self-government ¢ 

The basis of government of, by, and for the people lies in the social 
contract. In a critical analysis on the subject, J. W. Gough defined two 
distinct types. The first is a pact of association “which supposes that 
a number of individuals, living in a ‘state of nature, agreed together 
to form an organized society.” The particular social contract which 
interests the student of politics is, however, the pact of government. 
Presupposing a society already formed, “it purports to define the terms 
on which that society is to be governed,” thus being a contract between 
the people and the government.” 

Throughout the struggle to find the most free form of government, 
political philosophers have based their arguments for democracy on 
the idea of the governmental social contract. Nicholas de Cusa 
(1401-64) stated in De Concordantia Catholica : 

“Since by nature all men are free, all government—whether based 
on written law or on law embodied in a ruler through whose govern- 
ment the subjects are restrained from evil deeds and their liberty reg- 
ulated, for a good end, by fear of punishment—arises solely from 
agreement and consent of the subjects. For if men are by nature 
powerful and equally free, a valid and ordained authority of any one 
person, whose power by nature is like that of the rest, cannot be cre- 
ated save by A afin and consent of the others, just as law is estab- 
lished by consent * * *.” * 

Early in the 16th century Martin Luther wrote that all govern- 
ment, since it was ordained, should be obeyed, but the prince was con- 
strained not to “walk and act as he wills, but as the multitude can, 
considering their need and advantage more than his own will and 

leasure.” Near the end of the 16th century an unknown author pub- 
ished the Vindicae Contra Tyrannos which set forth the idea that 
the power of the king is derived from the people who maintain the 
right of revolt against a tyrant. This document, in common with 
the writings of some other political philosophers, provided no basis 
for informing the people of the tyrannical acts of the king so that 
they could rise in revolt. However, most of the advocates of govern- 
ment by the many recognized the problem of communications. 

Pericles’ description of the Athenian state of Thucydides includes 
the Athenian idea of informing the governed : 

“An Athenian citizen does not neglect the state because he takes 
care of his own household; and even those of us who are engaged in 
business have a very fair idea of politics. We alone regard a man 
who takes no interest in public affairs, not as harmless, but as a useless 
character; and if few of us are originators, we are all sound judges 
of a policy.” * 

Aristotle, who was called the “Father of Political Science”, wrote 
in the Politics a definition of citizenship which included the idea 
that in a popular government all must have knowledge so that the 
combination of ideas and actions of the whole people will result in 


2 J. W. Gough, The Social Contract, Oxford, 1936, pp. 2-3. 
*Unless otherwise noted, the following quotations and ideas of political philosophers 


from Plato to Jefferson are quoted in Fra W. Coker, Readings in Political Philosophy, 
New York, 1938 


* Quoted in Nicholas Murray Butler, True and False Democracy, New York, 1907, p. 48. 
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intelligent and good government. “For a right election”, he wrote, 
“can be made only by those who have knowledge.” Even in the benev- 
olent totalitarian state that Plato envisioned, a means of informing 
the governors was necessary. He felt that the guardians who rule the 
state for the good of all must be educated and well-informed so that, 
being stronger than‘the citizens, they “* * * may not grow to be too 
wn pies them and become savage tyrants instead of friends and 
allies.’ 

Polybius (204-122 B. C.) philosophized on the “forms of govern- 
ment and the cycle of constitutional revolution”, writing that when a 
kingship became hereditary, the king became a despot. ‘The people 
then set up an autocracy; but the autocrats become power mad, cre- 
ating an oligarchy. Again the people revolt, setting up a democracy 
which lasts as long as those persons who know the need for govern- 
ment by the many still are living. But their children’s children’s 
values of equality and freedom are weakened by long association; the 
democracy collapses starting the cycle again. Throughout his treatise 
on the forms of government, Polybius presupposes an informed pub- 
lic, cognizant of the abuses under each type of rule. 

Passing to the post-Renaissance period, John Milton, one of the 
earliest exponents of press freedom similar to that enjoyed in the 
United States, upheld the idea of the social contract in The Tenure 
of Kings and Magistrates. In the Areopagitica Milton, pleading 
against Parliament's press licensing act of 1643, emphasized the neces- 
sity of an informed people in a free government. He felt that an edu- 
cated people could rule through Parliament and wrote, “Give me the 
liberty to know, to utter, to argue freely according to conscience, above 
all liberties.” 

John Locke, writing at about the same time in Book II of The Two 
Treatises of Government, develops the social contract theory and up- 
holds the idea that voters must be informed, hearing debate and 
weighing the arguments on both sides. While believing in the power 
of an informed electorate, he also felt that the people were innately 
conservative. “People are not so easily got out of their old forms as 
some would suggest”, he wrote. “They are hardly to be prevailed with 
to amend the acknowledged faults in the frame they have been ac- 
customed to.” In The Spirit of the Laws, Montesquieu propounded 
the idea that direct government by the people was impossible only 
because they were not well enough informed. Therefore, he suggested 
that indirect government by representatives would remove this “chief 
inconvenience of a democracy.” ; 

Probably the high point in the contract theory is Rousseau’s Social 
Contract, and his ideas were partially used by the framers of the 
United States Constitution. Rousseau argued that canceling the plusses 
and minuses of the “will of all”, which is the sum of the particular 
wills and thus regards private interests, will create the general will, 
which regards the common interest. “Men always desire their own 
good, but do not always discern it”, he wrote; “the people are never 
corrupted, though often deceived, and it is only then they seem to 
will what is evil.” The deception of ag weg Srp! informed people is 
a danger to government by the many, he felt, since the clash of in- 
formed wills is the basis for democracy. The great importance Rous- 
seau pnt upon adequate information in popular government is shown 
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by his theoretical qualifications for arriving at a correct resolution. 

“If the people came to a resolution when adequately informed and 
without any communication among the citizens the general will would 
always result from the great number of slight differences, and the reso- 
lution would always be good.” 

The Social Contract theory connected with the free exchange of in- 
formation was, of course, basic in the period of the American Revolu- 
tion. It seems clear that an implication, if not a direct result, of the 
Social Contract theory is that the multitudes who set up government 
of the many by the many must be adequately informed. And for this 
popular government—this democracy—to last there must be a con- 
tinuing intelligent public opinion. What, then, is public opinion, and 
how is it formed ? 

Every time a writer uses the term “public opinion” he must, par- 
tially, at least, define it. This situation has created a mass of definitive 
data leading to little or no conclusion. However, there are some 
detinite areas of definition discernible. 

The omnipotent school of thought sees public opinion as a sort of 
nebulous mass hanging above the people as they go about their daily 
work. This overhanging “throught cloud” is formed by all of the many 
forces present in daily contact between individuals. ‘The government, 
seeking the opinion of the public on its actions, has merely to assay 
and measure the cloud like a weatherman. This idea is emphasized 
by F. G. Wilson, who writes the public is: “* * * a body of persons 
who have the right of participation in government * * * opinion 
should be a generic title to cover all of the attitudes of those who com- 
pose the public, and not just the rational opinions of men.” ° 


Walter ah py in his book Public Opinion, sets up the idea of 


“pictures inside our heads,” which are the ideas people have of them- 
selves, of others, and of the interactions between individuals and the 
eauses of the interactions. These mental pictures, he writes, “which 
are acted upon by groups of people, or by individuals acting in the 
name of groups, are public opinion with capital letters.” ° Allied to 
this idea of public opinion beimg only that which creates action, E. L. 
Godkin of Nation fame defined a social and a political public opinion. 
The latter is “* * * the public opinion, or consensus of opinion, 
among large bodies of persons, which acts as a political force, impos- 
in on those in authority certain legislation, or certain lines of 
v0licy.” * 

Anon view is taken by Nicholas Murray Butler who, in addi- 
tion, attempts to give reason for the action: 

“Political action on the part. of a community or a state is the result 
of the interplay of two forces, the propelling and the resisting. Taken 
together and increased by the religious and moral sentiments of the 
people, these political beliefs and tendencies to act constitute what is 

own as public opinion.” * 

Accepting no one of these definitions, yet parts of each, it may be 
possible to arrive at a comparatively simple statement which does not 
add to the confused search for meaning. Political public opinion may 
be the majority desire of a significant group of the people as shown 


5 Francis Graham Wilson, The Dlements of Modern Politics, New York, 1936, p. 265. 
* Walter piegeenne, Public Opinion, New York. 1922, p. 29. 

*Bdwin L. Godkin, Unforseen Tendencies of Democracy, Boston, 1898, pp. 184-185. 
* Butler, op. cit., p. 44. 
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by their action on any governmental question. Those affected may be 
a pressure group, those living in a certain neighborhood, residents of 
a city, citizens of a State, or the public of the United States. The only 
true way to determine the desire of any group is by their action and 
that action which denotes public opinion is usually by vote in a demo- 
cratic society. 

This pani opinion has, by definition, an important function in 
government. James Bryce wrote in Modern Democracies: 

“Democratic government rests upon and requires the exercise of a 
well-informed and sensible opinion by the great bulk of the citizens.” ° 

However, the “great bulk of the citizens” cannot be expected to have 
an intelligent opinion on all subjects of government. Nor does a 
workable concept of public opinion contemplate this. As Walter 
Lippmann wrote in the sequel to Public Opinion: 

“The work of the world goes on continually without conscious di- 
rection from public opinion. At certain junctures problems arise. It 
is only with the crises of some of these problems that public opinion is 
concerned. And its object in dealing with a crisis is to help allay that 
crisis.” *° 

Action by the public on even a few phases of government is impos- 
sible, according to some critics, because of a lack of intelligence. A 
contemporary expert on public opimion said, however, that any lack 
of intelligence on the part of voters in the United States was not 
important on specific issues since democracy depends “* * * upon 
the quality of the collective judgment or intelligence of thousands of 
individuals. Talleyrand once said: ‘The only thing wiser than any- 
body is everybody.’”“ Another writer cites the American Institute 
of Public Opinion polls to show that where there is definite opinion 
the majority is in favor of what has turned out to be the “right” move. 
He also cites the conclusions of Prof. Edwin A. Cottrell whose evalu- 
ation of “Twenty-five Years of Direct Legislation in California” 
shows a “conservative attitude on the part of the masses,” no hasty 
or ill-considered action and no “government by newspapers.” ** 

Instead of upholding the intelligence of the public on a few general 
questions, Sir Henry Maine emphasizes the inabilities of the masses. 
Democratic enthusiasts make the mistake, he states, of believing that 
the people are capable of creating and expressing an intelligent opin- 
ion on governmental matters. Actually, the popular will is only 
“capable of adopting the opinions of one man, or of a limited number 
of men, and of founding directions to its instruments upon them.” 
The ideas of the will of the people and of public opinion, he continues, 
are in the main erroneous as long as they mean “that a great number of 
people, on a great number of questions, can come to an identical con- 
clusion, and found an identical determination upon it.” On complex 
questions, which are actually only vaguely stated and conceived, the 
best trained minds can arrive at a conclusion only after much dis- 
cussion and compromise between themselves. Maine concludes that 
if it were possible to extract an opinion from the people “it is probable 


* James Bryce, Modern Democracies, New York, 1921, vol, I, p. 109. 

% Walter Lippmann, The Phantom Public, New York, 1927, p. 66. See also Arthur T. 
Hadley, Undercurrents in American Politics, New Haven, 1915, p. 175. 

1 George Gallup, Publie Opinion in a , Princeton, 1939, p. 7. 

12 Harwood L. Childs, An Introduction to Public Opinion, New York, 1940, p. 10. 
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that the most ruinous blunders would be committed, and all social 
progress would be —— nM 

Whatever part of the public opinion has an effect, whether for right 
or wrong, it 1s expressed, in general, through the vote in a democratic 
government, This, however, according to one writer, does not indi- 
cate the public’s feelings on particular measures, 

“In all democratic countries it is the practice of the bulk of the 
voters to indicate by their votes their confidence in, or distrust of, the 
party in power, rather than their opinions on any particular 
question." 

Nevertheless, the party acts as a unit, coalescing public opinion and 
giving it a workable basis. And whether & person votes as part of a 
party, thus taking a more direct share in government, or whether he 
votes independently, acting as a stimulant to keep the party pro- 
gressing, he is expressing a segment of the public opinion. Accepting 
the view of Marshall Field that formation, expression, and control by 
public opinion is democracy,’ or accepting the view of Norman Angell 
that am, te judgment in the long run “will dictate even to dictators; 
and so, being inevitable, we must make the best of it,” *° there is still a 
wide and important field in which the political ateeil of the publie 
operates, either through the party or independently. The “great bulk” 
may not be well informed enough to make detailed decisions, but in 2 
democracy they certainly determine long-run policy. Man may be 
purely emotional rather than intellectual, but given reasonably correct 
information he will usually “reach the decision which proves to be the 
best in the end,” and whatever that end is, best or not, it will be 
reached with the guidance of the public’s opinion. 


Samue. J. ARCHIBALD, 
Staff Director, H.C. M., 
House Government Information Subcommittee. 
JuLy 19, 1956. 


Exarerr IT 
JuLy 17, 1956. 
Hon. Jonn E. Moss, 
Chairman, Special Subcommittee on Government Information, 
House of Representatives, Washington, D.C. 

Dear Mr. Moss: At your request, the Legislative Reference Service 
has prepared the attached analysis of replies to a questionnaire which 
ror subcommittee sent to 60 executive departments and agencies. 

This questionnaire and the replies are published in the committee 
print, House of Representatives, 84th Congress, Ist session, “Replies 
From Federal Agencies to Questionnaire Submitted by the Special 
Subcommittee on Government Information of the Committee on Gov- 
ernment Operations,” November 1, 1955. Printed for the use of the 
Committee on Government Operations. (Pp. 552.) United States 
Government Printing Office, Washington, 1955. 


18 Sir Henry S. Maine, Popular Government, New York, 1886, pp. 88—89. 
6 ke op, cit. M Re 190. 

eld, Freedom Is More Than a bsdeage sane, 1945, pp. 6—7. 
28 te Man Angell, The Public Mind, London, 192 
7 Marshall E. Dimock, Modern Polities and Admtnlstravion, New York, 1937, p. 29. 
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Attention is called to certain limitations and omissions in the analy- 
sis. .As stated in the preface to the committee print cited above, “The 
replies have not been evaluated nor have there been discussions with 
the agencies about their answers to the various questions.” The re- 
searchers on the Legislative Reference staff who analyzed the replies 
in the committee print used no other information, such as attached 
materials to which many agencies referred in their replies, than that 
published in the committee print. A second print to be noted is that 
the replies to a few of the questions (sec. I, question 2, question 3 (c), 
(d), (e), (f), (g), (hb), question 4 (g), (h), (i), question 6; sec. IT, 

uestion 1 (b), (c), question 4 (b); and sec. ITI, question 2 (a), (b), 
ae question 5 (a), (b), (c)) were not included in the analysis, chiefly 
owing to limitations of the time available for the work. The entire 
section I, questions 11-15, addressed to the independent agencies has 
been omitted. Since there was found to be very considerable repetition 
in the replies of many agencies, the questions omitted were in general 
those which were answered in whole or in part in replies to other ques- 
tions. 

At attached analysis was prepared by Dorothy Schaffter, senior 
specialist in American Government, and Dorothy M. Mathews, re- 
search assistant in American Government, both of the Senior Special- 
ists Division of the Legislative Reference Service. The analysis of 
replies to section I, question 2, which was prepared by Mary Louise 
Ramsey, legal analyst in the American Law Division, appears in 
exhibit III, below. 

The numbers in parentheses following agency titles refer to the page 
number of the committee print at which the full agency answer may 
be found . 

Sincerely yours, 


Ernest 8. Gruirritu, Director. 
ANALYSIS OF QUESTIONNAIRE 
Section I. Generan 


A. Questions I 1 (a) (b) (ce) (d) (e) and IT 1 (a) (b) (e) 
I 1. What categories and types of information possessed by your 
agency are not available to: 


(a) The press and other information media serving the general 
public? 
(b) The Congress? 
(c) Other Federal agencies? 
(d) Business, trade and other groups with an economic interest 
in the information? 
(e) Research specialists, scientists, public-affairs organiza- 
tions and similar groups or individuals? 
III 1. What categories and types of information are not furnished 
to: 
a) Individual Congressmen on request? 
3 Congressional committees on request? 
(ec) Congressional committees upon subpena? 
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(A) DESCRIPTION OF METHOD USED IN ANALYSIS OF REPLIES 
TO THESE QUESTIONS 


After breaking down the replies of the 60 departments and agencies 
to determine exactly what types of information each one withholds 
from the 5 groups described in (a), (4), (c), (d), and (e), these state- 
ments were classified under 16 different general subjects. These sub- 
jects are stated in section B immediately below, together with the 
number of agencies which indicated in their replies that they used such 
restrictions against furnishing each type of information to 1 or more 
of the 5 groups described in (a), (>), (e), (d), and (e). 


{B) TYPES OF INFORMATION WITH RESTRICTIONS AS TO AVAILABILITY, 


AND NUMBER OF DEPARTMENTS AND AGENCIES INDICATING USE OF 
EACH TYPE 


1. Information affecting national defense or the public interest, 
the release of which would endanger the security of the country; 
“classified information” : 34 departments and agencies, 

2. Confidential information of nonsecurity significance made avail- 
able to the agency by persons doing business with it, or subject to its 
regulations : 34 departments and agencies. 

3. Intradepartmental information and working papers of various 
kinds : 21 departments and agencies. 

4. Information concerning personnel : 21 departments and agencies, 

5. Information falling within the province of privileged executive 
communications; and interdepartmental communications: 15 depart- 
ments and agencies. 

6. Budgetary material submitted to the Bureau of the Budget, prior 
to the President’s submission of budget to Congress: 12 departments 
and agencies. 

7. Reports and information to be submitted to Congress or other 
Federal agencies: Nine departments and agencies. 

8. Advance information on proposed plans to acquire or dispose of 
property which would provide undue or discriminatory advantage to 
private or personal interests: Nine departments and agencies. 

9. Information relating to pending or anticipated litigation before 
Federal or State courts or regulatory bodies: Eight departments and 
agencies. ; 

10. Information relating to staff assistance to the President in mat- 
ters for which he has responsibility for decisions and ing eer (such 
information is subject to release by the White House) : Three depart- 
ments and agencies. ; 

11. Information relating to or tending to reveal intelligence sources 
or methods: Three departments and agencies. f 

12. Information contained in official communications between gov- 
ernments: Three departments and agencies. 

(Thirteen agencies presented their replies, or parts of the replies, 
to these questions in a form which made it impossible to analyze the 
contents under the 12 headings above) : sinks ; 

13. Agencies which have no information which is not available: 
Four agencies, 
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14. Agencies which replied by reference to attached materials which 
were not published in the committee print containing replies to the 
questionnaire: One agency. : 

15. Agencies which replied that they did not make available in- 
formation in official records and files, documents, memorandums, etc., 
but without specifying the types of information in these records, etc. : 
1 department and 1 agency. 

16. Agencies stating that they made available all information ex- 
cept what is specifically restricted by statute, Executive orders and 
Presidential directives, departmental administrative regulations, and 
Bureau of the Budget instructions: 6 departments and agencies. 


(©) ANALYSIS BASED ON TYPES OF INFORMATION NOT AVAILABLE 


In the following pages there is presented the detailed analysis which 
is summarized above in section B. Under each of the 16 headings brief 
summaries of the departments’ and agencies’ replies are organized 
under 5 subheadings: (a) The press and other information media serv- 
ing the general public; (4) The Congress; (c) Other Federal agen- 
cies; (¢) Business, trade and other groups with an economic inter- 
est; and (e) Research specialists, scientists, public-affairs organiza- 
tions and similar groups and individuals. To some extent the replies 
to question I. 1(4), dealing with information available to the Con- 
gress, duplicate the replies to question III 1 (a) (6) (c) which deals 
with the same subject, and to some extent the two sets of replies sup- 
plement each other. Both replies have been included under subhead I 


1 (2). 


1. Information affecting national defense or the public interest, the 
release of which would endanger the security of the country; 
“classified” information (34 departments and agencies) 


I.1 (a). The press and other information media 


Department of Agriculture (7): A small amount of classified infor- 
mation (examples given). 

Atomic Energy Commission (29): No specific answer; such infor- 
mation may be made available on a need-to-know basis to a properly 
cleared recipient, in connection with the proposed access permit pro- 

ram, 

: Bureau of the Budget. (46-47) : Defense information. 

Central Intelligence Agency (56): Information officially desig- 
nated as “classified” by agencies of the Government. 

Civil Aeronautics Board (65) : Information classified under Execu- 
tive Order 10501 and the Civil Aeronautics Act of 1938. 

Civil Defense Administration (73) : Classified security information 
and plans and planning me Sates ae security matters. 

Civil Service Commission (82) : Classified defense information. 

Commerce Department (98): Information pertaining to current 
defense and long-range industrial mobilization plans and other mate- 
rialsearrying a security classification. __ ; 

Defense Department (117) : Classified information. : 

Office of Defense Mobilization (135) : Information affecting the na- 
tional defense. 
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Export-Import Bank of Washington (147) : Classified information. 
_ Federal Communications Commission (162): Classified security 
information. 

Federal Mediation and Conciliation Service (181): Information 
classified under Executive Order 10501, originated by other Federal 
agencies. 

Foreign Claims Settlement Commission (223): Security material 
classified under Executive Order 10501. 

General Services Administration (228) : Classified information. 

Housing and Home Finance Agency (254) : National security infor- 
mation. 

United States Information Agency (263): Classified material. 

Department of Interior (270): Material classified for reasons of 
national security. 

International Cooperation Administration (287): Classified se- 
curity information. 

Department of Justice (310): Classified defense information. 

Department of Labor (322): Information formally classified to 
protect the national defense and security. 

National Advisory Committee for Aeronautics (334): Material 
bearing seurity classification. 

_ National Science Foundation (356): Security classified informa- 
tion. 

National Security Council (360): National defense information 
originated by NSC or received from member or participating agencies. 

National Security Training Commission (368): Classified mate- 
rials which originate in other agencies. 

Panama Canal Company—Canal Zone Government (372) : Classi- 
fied defense information. 

Post Office Department (383): Records, documents, etc., as pro- 
tected by Executive Order 10501. 

Renegotiation Board (408): Information falling within purview 
of Executive Order 10501. 

St. Lawrence Seaway Development Corporation (425) : Two docu- 
ments with security classification, subject to provisions of Executive 
Order 10501, are not available. 

Securities and Exchange Commission (429) : Two rules of the Com- 
mission prohibit filing with Commission of documents classified by 
an appropriate agency of the Government; the Commission may pro- 
tect information from public disclosure pending determination of its 
classification ; classified information in Commission’s possession is not 
available to “unauthorized persons.” 

Department of State (458-459) : No specific answer; classified and 
“administratively controlled” information is made available only in 
accordance with paragraph 195 of the Department’s security regula- 
tion (no details) ; no information is disclosed if its disclosure would 
be contrary to the public interest or detrimental to the conduct of for- 
eign relations. 

United States Tariff Commission (490) National security informa- 
tion classified by other agencies under Executive Order 10501. 

Treasury. Department (503-504, 508, and 511) : Information covered 
by Executive Order 10501, but “particular circumstances may warrant 
exceptions” to the Department’s general policy. 

Veterans’ Administration (513) : Classified defense information re- 
ceived from other agencies under Executive Order 10501. 
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I 1 (6). The Congress (includes III 1 (a) (6) (e)) 


Department of Agriculture (6 and 21): Virtually all information 
of all categories and types is available to Congress on request, where 
there are no statutory or other mandatory limitations. 

Atomic Energy Commission (29 and 41): Defense information is 
available to members and committees when needed for official duties. 

Bureau of the Budget (46-47 and 52): No clear differentiation be- 
tween I1 (6) andI1 (a): reference to letter from President to Sec- 
retary of Defense of May 17, 1954 concerning the furnishing of in- 
formation to congressional committees (no details). 

Central Intelligence Agency (56 and 61) : Information required for 
appropriations and substantive legislation is available to appropriate 
committees; furnished only on request; there are no exceptions by 
category or type, but proper safeguards are insured; in accordance 
with Presidential policy, no information in personnel security files 
is available. 

Civil Aeronautics Board (65 and 68): At page 65, same as I 1 (a): 
at page 68 it is stated that information classified in top secret and 3 
next lowest grades is not furnished to a member unless he is author- 
ized to receive it under regulations of CAB (no details) ; in the case of 
committees there is no specific answer but where dissemination of in- 
formation is expressly limited by statute (as cited) the CAB might 
not be able to furnish it, but this issue has never risen. 

Defense Department (118 and 130): Department policy to make 
available to members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
in the form of law or Executive directive.” (not applicable to requests 
for information for constituents). 

Civil Defense Administration (73 and 79): All information except 
that restricted by security regulations has been supplied on request. 

Civil Service Commission (82-83 and 92): Same as I 1 (a). 

Commerce Department (98 and 107): Information “in many in- 
stances” would be provided to Congress in executive session of com- 
mittees in aid of development of legislation; at page 107 it is stated 
that the Department complies with all requests unless prevented from 
doing so by statutes and regulations as listed at pages 97-102. 

ce of Defense Mobilization (135-136 and 144) : Same as I 1 (a). 

Export-Import Bank of Washington (147 and 148) : Sameas I 1 (3) ‘ 

Federal Communications Commission (162-165 and 169) : Available 
“where the information is pertinent to the official duties of the par- 
ticular committee and concerns matters coming within their juris- 
diction.” 

Tite). Mediation and Conciliation Service (181 and 183) : Same 
asI1 (a). 

Foreign Claims Settlement Commission (223 and 225) : No infor- 
mation withheld, but authorization from the agency originating the 
security classification is involved ; at page 225 it 1s stated that informa- 
tion is available to members except that not maintained in readily 
accessible form, and that none is not available to committees. 

General Services Administration (228 and 284): By implication, 
classified information is available to members and committees. 
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Housing and Home Finance Agency (254 and 256) : All information 
available to Congress “except insofar as it may be limited by higher 
authority”; a great deal of information, such as classified information, 
is made available to Congress which cannot be given to the press. 

United States Information Agency (263 and 268) : No restriction on 
furnishing classified material to members and committees. 

Department of Interior (270 and 282): Available to Congress in ac- 
aruenes with and subject to restrictions applicable to classified mate- 
rial. 

International Cooperation Administration (287-288 and 295) : Same 
rules for Members and committees; information withheld from public 
is made available under safeguards applying to its handling (use of 
such documents only in executive sessions of committee, deletion of 
classified information if used in public hearings, or declassifying docu- 
wee if proper) ; otherwise, rules are the same as for the press and 
public. 

Department of Justice (310 and 316-17) : No specific answer; there 
are rare occasions on which the Department is unable to supply in- 
formation “even to Congress itself”: at page 316 it is stated that all 
information requested by a Member or committee “to which it is en- 
titled” is furnished voluntarily. 

Department of Labor (322 and 330) : Access to such information is 
strictly limited by various Presidential orders and directives, and this 
applies to furnishing it to Congress. 

ational Advisory Committee for Aeronautics (334 and 340): At 
page 334 it is stated that no information has been denied to the Con- 
gress; at page 340 it is stated that information is furnished Members 
and committees “except as prohibited by Presidential directives.” 

National Science Foundation (356 and 359) : Same as 11 (a) ; to date 
no problem has arisen and all information has been furnished. 

ational Security Council (360 and 366): Such information may 
be made available to Congress only under appropriate security safe- 
guards (as authorized by the President) by member or participating 
agencies of the NSC which originate or receive such information. 

National Security Training Commission (368 and 371): Same as 
I 1 (a), except that it is known that the Armed Services Committee 
has all information possessed by NSTC. 

Panama Canal Company-Canal Zone Government (372 and 378) : 
No specific answer ; all information is available subject to Executive 
Order 10501 of November 3, 1953; Civil Service Commission Depart- 
mental Circular No. 75 of March 5, 1954; Presidential directive of 
March 13, 1948; and Department of Justice Order of April 23, 1948. 

Post Office Department (382-383 and 391): No specific answer; 
by implication, same as I 1 (a). ae 

Renegotiation Board (408 and 413): At page 408 it is stated that 
“in the absence of a Presidential directive to the contrary,” all infor- 
mation is available to Congress: at page 413 “restrictions of law or 
higher authority” are named as possible limitations, and in other 
cases “access may have to be limited” or permitted on member’s 
assurance that information will not be disseminated. 

St. Lawrence Seaway Development Corporation (425-426 and 
ba Sacer tree ik pak 

Securities and Exchange Commission (429 and 434: At pose 429 
there is no specific answer; at page 434 it is stated that the Com- 
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mission cooperates voluntarily in giving information, and as for types 
of information which may be alee there is reference to letter of 
Attorney General Brownell of July 12, 1955 and letter of the Chair- 
man of the Commission of July 11, 1955 (no explanation of contents 
of either is given). 

Department of State (458-459 and 476-477): At pages 476— 
477 it is stated that to individual members on request, no classified or 
administratively controlled documents are made available unless the 
member agrees to abide by the classification and to give the docu- 
ment the protection ee for safety; to committees on request, 
documents carrying the highest security classification are not normal- 
ly given to committees for retention in their files, but documents with 
a lower classification are freely given in connection with considera- 
tion of legislation or discussion of policy matters within the area of 
their statutory responsibility, when the Department is assured that 
proper precautions in its handling will be followed (classified infor- 
mation 1s given orally in executive sessions on an off-the-record basis) ; 
other than investigative information is available to committees upon 
subpena unless its disclosure would be contrary to law or prejudicial 
to the national interest or safety. 

United States Tariff Commission (490 and 492): Same as I 1 (a). 

Treasury Department (503-504, 509-509, and 511): Same asI1 (a). 
Veterans’ Administration (513-514 and 523): Same as I 1 (a). 


I.1(e). Other Federal Agencies 


Department of Agriculture (7): SameasI1 (a). 

Atomic Energy Commission (29): SameasI1 (a). 

Bureau of the Budget. (46-47): No clear differentiation between | 
1 (c) and I 1 (@) but there is reference to Executive Order 10033 of 
February 8, 1949, concerning provision of statistical information to 
intergovernmental organizations, and to the United States Code, title 
31, sections 795 and 797, prohibiting release by the Bureau of informa- 
tion to which it has access but which relates primarily to the substan- 
tive functions of those agencies. 

Central Intelligence Agency (56): No specific answer; information 
concerning operations of CIA not senueali available to other agen- 
cies; certain endeavors are conducted jointly with Defense and State 
Departments and they receive information on a need-to-know basis. 

Civil Aeronautics Board (65): Same as I 1 (a). 

Civil Defense Administration (73): SameasI1 (b). 

Civil Service Commission (82-83): As defined by CSC’s Organiza- 
tion and Policy Manual, pages E7.05.01 through E7.05.10 (no de- 
tails given). 

Commerce Department (98): Generally would be made available to 
personnel with the proper degree of security clearance in other Fed- 
eral agencies on a need-to-know basis. 

Defense Department (119): All information made available on a 
“need to know” and “cleared to receive” basis when such agency has 
a legitimate requirement for it. 

Office of Defense Mobilization (135-136) : Sameas I (a). 
Export-Import Bank of Washington (147): Same asI1(@). 
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Federal Communications Commission (162-165): Available to 
other agencies. to the extent that the Commission finds that such in- 
formation is necessary for the performance, by the other agency, of its 
official duties. 

Federal Mediation and Conciliation Service (181): Same as 11 (a). 

Foreign Claims Settlement Commission (223): Same as I 1 (0). 

General Services Administration (228): Apparently information 
classified by GSA is available to other executive departments and 
agencies. 

Housing and Home Finance Agency (254): All information is 
available if there is a legitimate need for it and a qualified recipient. 

United States Information Agency (263): No restrictions on any 
type of material. 

Department of Interior (270): No restriction on availability of 
any information related to the responsibilities of the requesting Fed- 
eral agency. 

International Cooperation Administration (288): No restrictions 
on information required by agency in carrying out its responsibilities ; 
if information is classified, receiving personnel must be cleared. 

Department of Justice (310): No specific answer; there are rare oc- 
‘asions on which the Department is unable to supply information to 
the departments and agencies. 

Department of Labor (322) : Access to such information is strictly 
limited by various Presidential orders and directives, both within the 
agency originating it and in other agencies. 

National Advisory Committee for Aeronautics (334): Available 
when security clearance and “need to know” are established. 

National Science Foundation (356): SameasI1 (a). 

National Security Council (360) : Such information is available on 
a need-to-know basis to interested agencies, including member and 
participating agencies of NSC. 

National Security Training Commission (368): Same as I 1 (a). 

Panama Canal Company—Canal Zone Government (372) : No spe- 
cific answer; all information is available subject to Executive Order 
10501 and Department of Justice order of April 23, 1948. 

Post. Office Department (382-383) : No specific answer: by implica- 
tion, same as I1 (a). 

Renegotiation Board (408): Information is available to employees 
of other agencies (such as security officers and procurement officers) 
whose duties require them to have a knowledge of it. 

St. Lawrence Seaway Development Corporation (425-426) : Same as 
11 (a). 

Securities and Exchange Commission (429): No specific answer. 

Department of State (458-460): No specific answer; in general, 
all information required by another agency in the performance of its 
duties is made available; such agency must be prepared to handle 
classified information as required ‘by law or regulation; such material 
originating in another agency is not furnished by the Department 
to a third agency without the consent of the originating agency. 

United States Tariff Commission (490) : Same as I 1 (a). 

Treasury Department (503-504, 511): Same as I 1 (a), except that 
another agency is given access to restricted information if it is charged 
with official responsibility with respect to the subject matter. 
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Veterans’ Administration (514): Same as I 1 (a), re as per- 
mitted under section 9 (c) of Executive Order No, 10450, and section 7 
(b) and (c) of Executive Order No. 10501. 


I 1 (d). Business, trade, and other groups with an economic interest 


Department of Agriculture (7): Same as I 1 (a). 

Atomic Energy Comitniadiot (29-30): Same as 1 1 (a). 

Bureau of the Budget (46-47) : No clear differentiation between I 1 
() and I 1 (a). 

entral Intelligence Agency (56) : Same asI1 (a). 

Civil Aeronautics Board (65) : Same asI 1 (a). 

Civil Defense Administration (73) :SameasI1 (a). 

Civil Service Commission (82-83) : Same asI1 (a). 

Commerce Department (98): Same asI1 (a). 

Defense Department (119) : Same as 1 1 (a). 

Office of Defense Mobilization (135-136) : Same as I 1 (a). 

Export-Import Bank of Washington (147): Same as I 1 (a). 

Federal Communications Commission (162-165): To the extent 
that there is a legitimate need-to-know and that the personnel involved 
have security clearance, such information may be made available in 
accordance with Execttive Order 10501 and the Commission’s regu- 
lations. 

Federal Mediation and Conciliation Service (181): Same asI1 (a). 

Foreign Claims Settlement Commission Le Same as I 1 (a). 

General Services Administration (228-229: Same as I 1 (a). 

Housing and Home Finance Agency (68) :SameasI1 (?? : 

United States Information Agency (263): Same as I 1 (a). 

Department of Interior (271) : No specific answer on this type of in- 
formation. 

International Cooperative Administration (288): Same as I 1 (a) 
except that press news bulletins are not available until after release 
date ; sometimes necessary to furnish classified information to individ- 
ual companies under contract with ICA, provided personnel are prop- 
erly cleared. 

Department of Justice (310): No specific answer; apparently not 
furnished, but some exceptions appear possible. 

Department of Labor (322): Same asI1 (a). 

National Advisory Committee for Aeronautics (3384): Same as [ 
1 (a). 

National Science Foundation (356) : SameasI1 (a). 

National Security Council (360): SameasI1 (a). 

National Security Training Commission (368): Same as I 1 (a). 
. oa Canal Company—Canal Zone Government (372) : Same as 

1 (a). 

Post Office Department (382-83) : No specific answer; by implica- 
tion, same as I 1 (a). 

Renegotiation Board (408): Same asI1 (a). | 

c Lawrence Seaway Development Corporation (425-426) : Same 
as I 1 (a). 

Securities and Exchange Commission (429): No specific answer; 
by implication, same as I 1 (a). 
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Department of State (458-460) : In general, the same as I 1 (a) 
(normally, information of interest to this group is made available to 
them through other departments to which the State Department trans- 
mits its economic information). 

United States Tariff Commission (490) : Same as I 1 (a). 

Treasury Department (503-504, 511): Same as I 1 (a). 

Veterans’ Administration (514): SameasI 1 (a). 


I. 1 (e). Research specialists, scientists, public-affairs organizations, 
etc. 


Department of Agriculture (7) : Same asI1 (a). 

Atomic Energy Commission (30): SameasI1 (a). 

Bureau of the Budget (46-47): No clear differentiation between I 
1 (e) andI1 (a). 

Central! Intelligence Agency (56): No information made available ; 
however, certain specialized consultants or experts are furnished in- 
formation on a need-to-know basis. 

Civil Aeronautics Board (65): Same as I 1 (a). 

Civil Defense Administration (73) : Same as I 1 (a). 

Civil Service Commission (82-83) : Same as 11 (a). 

Commerce Department (98) : Same as I 1 (a). 

Defense Department (119) : Same as I 1 (a) except that certain in- 
formation is made available to properly cleared persons on a need- 
to-know basis in connection with work they are doing for the Gov- 
ernment. 

Office of Defense Mobilization (135-36) : Same asI1 (a). 

Export-Import Bank of Washington ‘tea : Same as I 1 (a). 

Federal Communications Commission (162-165) : To the extent that 
there is a legitimate need to know and that the personnel involved 
have security clearance, such information may be made available in 
accordance with Executive Order 10501 and the Commission’s regu- 
lations. 

Federal Mediation and Conciliation Service (181) : Same as I 1 f 

Foreign Claims Settlement Commission (223): Same as I 1 (d 

General Services Administration (228-229): Same as I 1 (d). 

Housing and Home Finance Agency (254): Same as I 1 (a). 

United States Information Agency (263) : Same as I 1 (a), except 
that, when deemed in best interest of the Government, and if properly 
cleared, researchers may be granted to use classified information for 
a special study or report. 

Department of Interior (271) : “Generally” not available (possible 
pets authorized cooperator contributing to cost of an investi- 
gation). 

International Cooperation Administration (=) : Same asI 1 (a), 
except press news bulletins are not available until after release date. 

Department of Justice (310): No specific answer; apparently not 
furnished, but some exceptions appear possible. 

mast 1 (a). 


Department of Labor (322) : 
: a Advisory Committee for Aeronautics (334): Same as 
1(@). 
ational Science ah rewciee : Same asI1 (a). 
National Security Council (360) : Same asI1 (a). 








116 INFORMATION FROM DEPARTMENTS AND AGENCIES 






National Security Training Commission (368): Same as I 1 (a). 
Panama Canal Company-Canal Zone Government (372): Same 
asI1 (a). 

Post Office Department (382-383) : No specific answer; by implica- 
tion, same asI1 (a). 
ae Renegotiation Board (408): SameasI1 (a). 
ey St. Lawrehice Seaway Development Corporation (425-426) : Same 
asI1 (a). 

Securities and Exchange Commission (429): No specific answer; 
by implication, same asI1 (a). 

Department of State (458-460): In general, the same as I 1 (a) 
(special permission may be granted under departmental regulations 
to engage in research in the departmental files, but there is no indica- 
tion as to what types of information are included). 

United States Tariff Commission (490): Same as I 1 (a). 

Treasury Department (503-504, 511): SameasI1 (a). 

Veterans’ Administration (514-515): SameasI1 (a). 











2. Confidential information of nonsecurity significance made available 
to the agency by persons doing business with it, or subject to its 
regulations (34 departments and agencies) 


I 1 (a). The press and other information media 


Agriculture Department (7-8): Confidential information received 
under the Commodity Exchange Act, the Tobacco Stocks and Stand- 
ards Act, the Agricultural Adjustment Act, and regulations relating 
to REA loans. 

Atomic Energy Commission (29) : Certain information made avail- 
able to AEC by applicants for licenses and licensees. 

Civil Aeronautics Board. (65): Information the premature dis- 
closure of which would prejudice outcome of a pending proceeding, 
give an individual the benefit of information not generally available, 
violate confidences placed in the Board by persons submitting data at 
Board’s request, or violate a Board order respecting withholding of 
e information from public disclosure. 

5 Commerce Department.(98-99) : Advisory materials and informa- 
oe tion solicited and received by the Department in confidence. 

od Defense Department (117) : Information received in confidence in 
£ connection with bids, proposals, trade secrets, patents, and reports of 
a financial, technical, or scientific nature. 

Office of Defense Mobilization (136) : Business data. 

Export-Import Bank of Washington (147) : Confidential credit and 
other information furnished in connection with applications for loans. 

Farm Credit Administration (151): Information regarding in- 
dividual borrowers and applicants for loans, reports of bank examina- 
tions, appraisal reports, voting by associations for directors of certain 
boards. 

Federal Communications Commission (164) : Information concern- 
ing finances, contracts, and equipment received from licensees and 
manufacturers. 

Federal Deposit Insurance Corporation (173-174) : Confidential in- 
formation received from banks and individuals. 
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Federal Mediation and Conciliation Service (181): Dispute case 
files. 

Federal Power Commission (185 and 193): At page 185 it states 
that information from books, accounts, and other records of compa- 
nies during course of staff investigation are not available; at page 193 
it states that the FPC has not been faced with a situation in which it 
was necessary to refuse information to a member or committee. 

Federal Reserve System (196): Information concerning affairs of 
individual banks and other confidential information. 

Federal Trade Commission (207-208) : The FTC Rules of Practice 
and Procedure, section 1.132, describe seven types of information 
which are made public; section 1.133 states that all other types are 
confidential; and section 1.134 provides that, upon good cause shown, 
the Commission may order dineicadin of confidential information to a 
particular applicant with “due regard to statutory restrictions, its 
rules, and the public interest,” under provisions of FTC’s regulations. 
The confidential information includes trade secrets and names of cus- 
tomers. 

Foreign Claims Settlement Commission (223): Matters held for 
good cause not to be public information. 

General Services Administration (228) : Trade secrets, patents, and 
copyright revealed to GSA by private business. 

Housing and Home Finance Riened (254) : Information regarding 
personal and financial affairs of applicants. 

Department of Interior (270): Information provided for use in 
preparation of industry wide reports. 

International Cooperation Administration (287): Trade secrets, 
processes, operations, amount or sources of income, profits, etc. 

Department of Labor (319-321): (1) Raw financial and other eco- 
nomic data submitted voluntarily by businessmen and others with 
express understanding that they are confidential (published materials 
based on these data which do not contain identification of individual 
sources) ; (2) reports by wage and hour law inspectors; (3) union or- 
ganizational statements and financial reports filed under sections 9 (f) 
and (g) of the National Labor Relations Act, as amended; (4) spe- 
cific information in collective-bargaining agreements which is sub- 
mitted in confidence; (5) medical and other personal data in case files 
of claimants for workmen’s compensation benefits under the Federal 
Employee's Compensation Act. 

National Advisory Committee for Aeronautics (334) : Information 
obtained through research for industry on a fee basis. 

National Mediation Board (354) : Information in case files, includ- 
ing that furnished in confidence by carriers and employees. 

National Science Foundation (357): An individual scientist’s per- 
sonal appraisal of a research proposal. 

Panama Canal Company—Canal Zone Government (372) : Informa- 
tion developed in connection with claims or other legal matters. 

Post Office Department (382): Reports and records of the Postal 
Inspection Service; names of post-office-box holders; names and ad- 
dresses of postal patrons; records regarding mail matter, postal savings 
accounts, money orders. Will usually authorize inspection of other 
records under regulation in Postal Manual, parts 114 and 311. 
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_ Railroad Retirement Board (396): Information pertaining to iden- 
tifiable employees and employers secured in connection with Board’s 
administration of Railroad Retirement and Railroad Unemployment 
Insurance Acts, 

Redevelopment Land Agency (401): Negotiated purchase price of 
individual parcels of real estate in redevelopment and renewal areas; 
individual family data collected from families subject to displacement 
from redevelopnient or renewal areas (cumulative statistics for both 
types are available). 

egotiation Board (408) : Information given to Board by a con- 
tractor relative to his business which, if disclosed, would damage him. 

Securities and Exchange Commission (430-431) : Trade secrets, and 
information obtained in investigations, under rules as cited. 

Selective Service System (437) : Registrant’s individual file, except 
such of that information as would be available from other sources, and 
then only with the written consent of the individual. 

Small Business Administration (446): Compliance folders and 
confidential credit information. 

United States Tariff Commission (490) : Information of a confiden- 
tial nature affecting private business operations. 

Treasury Department. (503-504, 511): Privileged secrets of pri- 
vate parties of which Government representatives have become cog- 
nizant in their official capacities—“particular circumstances may war 
rant exceptions” to the Department’s general policy. 

Veterans’ Administration (515): Information pertaining to any 
claim under laws administered by the VA, except the amount of 
compenstation or pension of any beneficiary; and strictly personal 
information about any individual, the release of which might be 
the basis for libel or slander charges. 


INFORMATION FROM DEPARTMENTS AND AGENCIES 


I. 1(6). The Congress (includes IIT 1 (a) (6) (ce) ) 


Agriculture Department (6 and 21): Virtually all information of 
all categories and types is available to Congress on request, where- 
there are no statutory or other mandatory limitations, 

Atomic Energy Commission (29 and 41): No specific answer; by 
implication, such information might be available to Congress. 

Civil Aeronautics Board (65 and 68): Apparently same as I 1(a) ; 
at page 68 it is stated that the doctrine of executive communications 
might apply in matters in which the CAB acts in an advisory capacity 
to the President. 

Commerce Department (98 and 107): Information “in many in- 
stances” would be provided to Congress in executive sessions of com- 
mittees in aid of development of legislation; at page 107 it is stated 
that the Department complies with requests unless prevented by 
statutes and regulations listed at pages 97-102. 

Defense Department (118 and 130): Department policy to make 
available to Members and committees and their authorized representa- 
tives all information possessed by Department subject to “restric- 
tions precluding release or limiting access established by higher 
authority in the form of law or Executive directive” (not applicable 
to requests for information for constituents). 

Office of Defense Mobilization (135-136 and 144): Available to. 
Congress provided that information is required in performance of 
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official Government duties, that the recipient is authorized to receive 
it, and that there are necessary facilities for protecting it. 
Export-Import Bank of Washington (147 and 148): Same as I 1 


(a). 

arm Credit Administration (151 and 153) : At page 151, by impli- 
cation same as I 1 (a) ; at page 153, in cases where information was con- 
fidential or involved affairs of individuals, have requested letter from 
Chairman. 

Federal Communications Commission (162-165 and 169): Every- 
thing available to Congress except information concerning finances, 
trade secrets, or equipment filed by licenses, manufacturers and oth- 
ers: Commission’s policy pinned, by opinion of the Attorney Gen- 
eral of June 15, 1955. 

Federal Deposit Insurance Corporation (173-174 and 177) : All in- 
formation is furnished ages “in those cases where the disclosure 
would clearly not be in the public interest.” 

Federal Mediation and Conciliation Service (181 and 183): Same 
as 11 (a). 

Federal Power Commission (185 and 193) : At page 193, it is stated 
that the FPC has not been directly faced with a situation where it 
was necessary to deny information to members or committees. 

Federal Reserve System (196-197 and 204): At pages 196-197 it 
is stated that the FRS furnishes factual information and transmits, 
on request, its views and recommendations concerning pending legis- 
lation; at page 204, it is stated that the FRS submits to Congress in- 
formation which it would not find appropriate to furnish others, but 
that the Board could not furnish “to anyone” advance information 
concerning pending action relating to margin requirements, chan 
in member bank reserve requirements, modifications in the FR dis- 
count rate, etc. 

Federal Trade Commission (208-209 and 218) : There are no cate- 
gories or types of information not available to Congress or its duly 
constituted committees; at age 218 there is a discussion of the t 
of materials which the FTC believes must be carefully safeguarded 
as to confidentiality by committees, and there is a statement that re- 
io from members are handled under section 1.132 referred to in I 
1 (a). 

Foreign Claims Settlement Commission (223 and 225): At page 
223, by implication, matters withheld under I 1 (a) are available to 
Congress; at page 225 it is stated no information is withheld from 
Members except that not in a readily accessible form, and that none 
is not available to committees. 

General Services Administration (228 and 234): Not available to 
Members but, by implication, is available to committees. 

Housing and Home Finance Agency (254 and 256) : All information 
is available to Congress “except insofar as it may be limited by higher 
authority ;” a great deal of information is available to Congress which 
cannot be made avaliable to the press. 

Department of Interior (270 and 282): Information of this type 
is not available when not compatible with public interest or national 
safety, or when it would contravene the constitutional separation of 
powers between the executive and legislative branches. 

International Cooperation Administration (287-288 and 295): No 
specific answer. 
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Department of Labor (319-821 and 330): (1) financial and other 
economic data as described in I 1 (a) are not available to Congress: 
(2) is a Member inquires about an investigation, at the request of 
an employer or employee, a reply in detail based on reports of wage 
and hour inspectors is furnished, but without disclosing sources of in- 
formation: (3) union organizational statements as described in I 1 
(a) are available to Members through the chairmen of the respective 
labor committees; (4) specific information in collective-bargaining 
agreements is not disclosed to anyone wihout specific permission of the 
person or organization submitting it; (5) medical and personnel data 
as described in I 1 (a) is available to Members in reply to inquiries 
involving the status of claims of constituents, together with necessary 
general information. 

National Advisory Committee for Aeronautics (334 and 340): At 
page 334 it is stated that no information has been denied to the Con- 
gress; at page 340 it is stated that information is furnished to Mem- 
bers and committees “except as prohibited by Presidential directives.” 

National Mediation Board (354 and 355): “The Board has no re- 
striction because of security reasons or otherwise for withholding in- 
formation from Congressmen.” 

National Science Foundation (356 and 359): Same as I 1 (a); to 
date no problem has arisen and all information has been furnished. 

Panama Canal Company—Canal Zone Government (372 and 378) : 
No specific answer; all information is available subject to Executive 
Order 10501 of November 3, 1953; Civil Service Commission Depart- 
mental Circular No. 75 of March 5, 1954; Presidential directive of 
March 13, 1948; and Department of Justice order of April 23, 1948. 

Post Office Department (382-383 and 391) : No specific answer; by 
implication, not available to Congress. 

Railroad Retirement Board (396 and 399) : None; unless furnishing 
it would violate section 12 (d) and section 12 (n) of Railroad Unem- 
ployment Insurance Act, or the Board’s regulations (20 CFR 262.16) 
(no explanation of type of information or RRB’s action). 

Redevelopment Land Agency (401 and 405): There are no restric- 
tions but if type of material described under I 1 (@) is requested, 
requester is told that such information is not released to the public. 

enegotiation Board (408 and 413): At page 408 it is stated that 
“in the absence of a Presidential directive to the contrary,” all infor- 
mation is available to Congress; at page 413 “restrictions of law or 
higher authority” are named as possible limitations, and in other cases 
“access may have to be limited” or permitted on member’s assurance 
that information will not be disseminated. 

Securities and Exchange Commission (429 and 434): at page 429 
there is no specific answer; at page 434 it is stated that the Commis- 
sion cooperates voluntarily in giving information, and as for types of 
information which may be refused there is reference to letter of Attor- 
ney General Brownell of July 12, 1955 and letter of the Chairman of 
the ga of July 11, 1955 (no explanation of contents of either 
is given). 

lective Service System (437 and 443): Generally the same as 
T1 (a). 
Small Business Administration (446 and 451) : Same asI 1 (a). 
United States Tariff Commission (490 and 492): Same as I 1 (a). 
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preenary Leper teen (503-504, 508-509 and 511): SameasI1 (a). 
_ Veterans’ Administration (513-514 and 523): No answer concern- 
ing this type of information; although no mention of this type of 

ormation was made under I 1 (2); (c), (d), or (e), under the 
present section (b) there was included beneficiary designation of in- 
surance policies issued by the VA where authorization of the insured 
has not been secured. 


I1(c). Other Federal agencies 


Agriculture Department (7-8): SameasI1 (a). 

Atomic Energy Commission (29): SameasI1 (a). 

Civil Aeronautics Board (65): SameasI1 (a). 

Commerce Department (98): SameasI1 (a). 

Defense Department (119): All information made available on a 
“need to know” and “cleared to receive” basis when such agency has 
a legitimate requirement for it. 

Office of Defense Mobilization (135-36): Same as I 1 (3). 

Export-Import Bank of Washington (147): Same asI1 (a). 

Farm Credit Administration (151): SameasI1 (a). 

Federal Communications Commission (162-165): All information 
available except that filed by licensees, manufacturers, and others, on 
a confidential basis. 

Federal Deposit Insurance Corporation (173-174) : Information is 
furnished under cited statutes and regulations (this appears to be 
the same information which is refused under I 1 (a) above, under the 
Commission’s regulations, at pp. 178-180). 

Federal Mediation and Concilation Service (181): Same as I 1 (a). 

Federal Power Commission (185): Same asT1 (a). 

Federal Reserve System (196-197): Information is furnished as 
needed in performance of official duties (with restrictions on publica- 
tion of affairs of individual banks). 

Federal Trade Commission (208-209): Furnishing of information 
is governed by the purpose and manner of use of the information re- 
quested ; there are special arrangements with the Department of Jus- 
tice and five other agencies with concurrent enforcement jurisdiction ; 
for other agencies the decisions are made on an individual basis; action 
is taken with due regard for statutory restrictions, its rules, and the 
public interest. Rules of the FTC provide the method of making 
such information available. 

Foreign Claims Settlement Commission (223) : No restrictions, ex- 
cept on matters involving legal evaluation or administrative manage- 
ment which would be avaliable to appropriate agencies. 

General Services Administration (228): By implication, informa- 
tion of this type is available to other executive departments and 
agencies. 

Housing and Home Finance Agency (254): All information is 
available if there is a legitimate need for it and a qualified _recipient. 

Department of the Interior (270) : No restrictions on availabilty of 
information related to the responsibilities of the requesting agency. 

International Cooperation Administration (288): No restrictions 
on information required by agencies in carrying out their responsi- 
bilities. 
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’ Department of Labor (319-321): (1) Financial and other economic 
data as described in I 1 (@) are, in most cases, made available to other 
agencies only with the express permission of the reporting firm, or if 
the data were acquired with the express understanding that they would 
be available to other agencies; (2) reports of wage-and-hour law in- 
re are not generally available to other agencies which are usu- 
ally notified of probability of violation of other statutes, and informa- 
tion as to payment of back wages is supplied to Internal Revenue 
Service; (3) union organizational statements and reports as described 
in I 1 (a) are, by implication, not available to other agencies; (4) spe- 
cific information in collective-bargaining agreements is not disclosed 
to anyone without specific permission of the person or organization sub- 
mitting it; (5) information from medical and personal files as de- 
scribed in I 1 (a) is available to other departments and agencies for 
official purposes only related to the claim. 

National Advisory Committee for Aeronautics (334): By impli- 
cation, this information is available to other agencies. 

National Mediation Board (354-355) : No specific answer ; by impli- 
cation, this type of information might be available to other agencies. 

National Science Foundation (356): Same as I 1 (a). 

Panama Canal Company—Canal Zone Government. (372): No 
specific answer; all information is available subject to Executive 
Order 10501 and Department. of Justice order of April 23, 1948. 

Post Office Department (882-383): No specific answer; by impli- 
cation not available to other agencies, except to the Department of 
Justice when it is representing the Postmaster General in civil suits 
or criminal prosecutions. 

Railroad Retirement Board (396): Same as I 1 (a) unless disclo- 
sure is necessary for correlation of other Federal benefit programs, 
or unless clearly in furtherance of the interest of the individual or 
his estate and not contrary to public policy (see also I 1 (e) below). 

Redevelopment Land Agency (401): Same as I 1 (0). 

Renegotiation Board (408) : Information is available to employees 
of other agencies (such as security officers and procurement officers) 
whose duties require them to have a knowledge of it. 

Securities and Exchange Commission (429) : No specific answer. 

Selective Service System (437) : Generally the same as I 1 (a). 

Small Business Administration (446) : A major portion of sueh 
information is available to persons in other agencies who are entitled 
to receive it by reason of their official duties. 

United States Tariff Commission (490) : Same asT1 (a). 

Treasury Department (503-504, 511): Same as I 1 (2), ey that 
another agency is given access to restricted information if it is charged 
with official responsibility with respect. to the subject matter. 

Veterans’ Administration (514): No answer concerning this type 
of information. 





I1(d). Business, trade, and other groups with an economic interest 


Agriculture Department (7-8) : Same as T 1 (a). 
Atomic Energy Commission (29) : Same asT1 (a). 
Civil Aeronautics Board (65): SameasI1 (a). 
Commerce Department (98): SameasI1 (a). 
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Defense Department (119): SameasI1 (a). 

Office of Defense Mobilization (135-136) : SameasI1 (a). 

Export-Import Bank of Washington (147) : SameasI1 (a). 

Farm Credit Administration (151) : SameasI1 (a). 

Federal Communications Commission (162-165) : Same as I 1 (a). 

Federal Deposit Insurance Corporation (173) : SameasI1 (a). 

Federal Mediation and Conciliation Service (181) : Same asI1 (a). 

Federal Power Commission (185): Sameas11 (a). 

Federal Reserve System (196-197): Same as I 1 (a). 

Federal Trade Commission (210): Generally same as I 1 (a) ; spe- 
cial requests can be made under section 1.134 of the Commission’s Rules 
of Practice and Procedure. 

Foreign Claims Settlement Commission (223): Apparently same as 
I1 (a). 

General Services Administration (229): Information concerning 
products, facilities, financial status, and contract performance of in- 
dividual firms is not available. 

Housing and Home Finance Agency (254) : Same as I 1 (a). 

P geameh ment of Interior (271) : This type of information is not avail- 
able. 

International Cooperation Administration (288): Same as I 1 (a) 
— that press news bulletins are not available until after release 

ate. 

Department of Labor (319-321): (1) Financial and other economic 
data as described in I 1 (a) are not available; (2) reports of wage 
and hour law inspectors are not available; (3) union organizational 
statements and reports as described in I 1 (@) are not available; (4) 
— information in collective-bargaining agreements is not dis- 
closed to anyone without specific permission of the person or organiza- 
tion submitting it; (5) there is no specific answer concerning the 
availability of information from medical and personal files as de- 
scribed in 11 (a). 

National Advisory Committee for Aeronautics (334): Same as I 


1 (a). 

tional Mediation Board (354) :SameasI1 (a). 

National Science Foundation (356) : Same asI 1 (a). 

: Saree Canal Company-Canal Zone Government (372): Same as 
1 (a). 

Post Office Department (382-383) : No specific answer; by implica- 
tion same as I 1 (a). 

Railroad Retirement Board (396) : Same as I 1 (a) ; however, avail- 
able information not identifying individuals is furnished to interested 
parties. 

Redevelopment Land Agency (401) :SameasI1 (a). 

Renegotiation Board (408) : Same asI1 (a). 

Securities and Exchange Commission (429) : No specific answer; by 
implication, same as I 1 (a): generally, information of economic 
a to this group is available to them in the Commission’s public 

es, 

Selective Service System (437) : Generally the same as I 1 (a). 

Small Business Administration (446): Same as I 1 (a). 

United States Tariff Commission (490) : Same asI1 (a). 

Treasury Department (503-504, 511): Same as I 1 (a). 

Veterans’ inistration (514): Same as I 1 (a). 
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I 1(e). Research specialists, scientists, public-affairs 
organizations, etc. 


Agriculture Department (7-8) :SameasI1 (a). 

Atomic Energy Commission (30) : Same as 11 (a). 

Civil Aeronautics Board (65) :Sameas11 (a). 

Commerce Department (98) :SameasI1 (a). 

_ Defense Department (119): Same as I 1 (a) except that certain 

information is made available to properly cleared persons on a need- 

to-know basis in connection with work they are doing for the Govern- 
ment. 

Office of Defense Mobilization (135-136) : Same as I 1 (a). 

Export-Import Bank of Washington (147): Same as I 1 (a). 

Farm Credit Administration (151) : Same as I 1 (a). 

. Federal Communications Commission (162-165): Same as I 1 (a). 
Federal Deposit Insurance Corporation (173) : Same as I1 (a). 
Federal Mediation and Conciliation Service (181) : Same as I 1 (a). 
Federal. Power Commission (185): Same as I 1 (a). 

Federal Reserve System (196-197) : Same as I 1 (a). 

Federal Trade Commission (210): Upon good cause shown the 
Commission may release information with due regard to statutory 
restrictions, its rules, and the public interest, under the provisions of 
section 1.134 of the Commission’s Rules of Practice and Procedure. 

‘Foreign Claims Settlement Commission (223): Same as I 1 (d). 

General Services Administration (229): Same as I 1 (d). 

Housing and Home Finance Agency (254): SameasI1 (a). 

Department of Interior (271): “Generally” not available (possible 
exception, an authorized cooperator contributing to the cost of the 
investigation). 

International Cooperation Administration (288): Same asI1 (a), 
enept that press news bulletins are not available until after release 

ate. 

Department of Labor (319-321): (1) Financial and other economic 
data as described in I 1 (a) are not available, with certain limited ex- 
ceptions; (2) reports of wage and: hour law inspectors are not avail- 
pe (3) union organizational statements and reports as described in 
I 1-(a) are not available; (4) specific information in collective-bar- 
gaining agreements is not disclosed to anyone without specific per- 
mission of the person or aeeeenee. submitting it; (5) there is no 
specific answer concerning the availability of information from medi- 
cal and personal files as described in 11 (a). 

National, Advisory Committee on Aeronautics (334): Same as 
I1 (a). 

Notional Mediation Board (354): SameasI1 (a). 

National Science Foundation (356) : SameasT1 (a). 

Panama Canal Company—Canal Zone Government (372): Same 
asI1 (a). 

Post Office Department (382-383) : No specific answer ; by implica- 

tion, same asI1 (a). 

Railroad Retirement Board (396): Same as I'1 (d); except that 
for purposes of medical studies of certain diseases and for develop- 
ment of methods, the Board may specially authorize use of folders b 
other Government agencies conducting such studies with understand- 
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ing that neither individuals nor their survivors will be identified or 
ee 
evelopment Land Agency (401): SameasI1 (a). 

Renegotiation Board (408) : SameasI1 (a). 

Securities and Exchange Commission (429) : No specific answer ; by 
eae same asI1 (a). 

lective Service System (437): Generally the same as I 1 (a). 

Small Business Administration (446) : Same asI 1 (a). 

United States Tariff Commission (490) : Same asI1 (a). 

Treasury Department (503-504, 511): Same as I 1 (a). 

Veterans’ Administration (514-515) : Same asI1 (a). 


3. Intradepartmental information and working papers of various 
kinds (21 departments and agencies) 


11 (a). The press and other information media 


Civil Service Commission (82): Information concerning examina- 
tion questions, applicants for exams (except postmasters and rural 
carriers), ratings on exams, lists of eligibles, information from inves- 
tigative files and retirement and medical records, results of inspec- 
tions of agency operations under delegations of authority, and names 
of members of security hearing boards. 

Commerce Department (98) : Communications pertaining to inter- 
nal management, and advisory materials and information solicited and 
received in confidence. 
~ Defense Department (118) : Preliminary documents relating to pro- 
posed plans or policy development when premature disclosure would 
adversely affect morale, efficiency, or discipline ; atomic restricted data ; 
information furnished by friendly foreign nations in course of covop- 
erative defense activities; investigative reports, documents, and pro- 
ceedings of administrative boards or military tribunals. 

Federal Coal Mine Safety Board of Review (154) : Internal docu- 
ments relating to preparation of Board determinations. 

Federal Communications Commission (162-165) : Working papers 
and matters relating solely to internal management. 

Federal Power Commission (185 and 193): At page 193 it is stated 
that the FPC has not been directly faced with a situation where it has 
been necessary to deny information to Members or committees. 

Federal Reserve System (196) : Information with respect to determi- 
nation of credit and monetary policies in the national monetary field. 

Federal Trade Commission (307-208) : The FTC Rules of Practice 
and Procedure (sec. 1.132) describe 7 types of infomation which are 
made public; section 1.133 states that all other types are confidential ; 
and section 1.134 provides that, upon good cause shown, the Commis- 
sion may order disclosure of confidential information to a particular 
applicant with “due regard to statutory restrictions, its rules and the 

ublic interest.” ‘The confidential information includes applications 
or complaints, investigational and history files, and reports in writing 
to the Commission. 

General Services Administration (228): There is no statement in- 
dicating that materials of this type are not available to the press and 
information media (see I 1 (c), (d@) and (e) below). 
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Housing and Home Finance Agency (254) : Information regarding 
specific cases under investigation. 

Department. of Interior (270-271) : Information in documents and 
attached notes and memoranda, before final decision or action by the 
Department; exception—scientific and technical information resulting 
from investigations conducted by the Department may be released to 
an authorized cooperator outside the Department, contributing to the 
cost of the investigation: information concerning fiduciary relation- 
ships with individuals not in Department employment (Indians). 

partment of Labor (319): No specific answer; by implication 
personal employment information and data acquired in operation of 
employment and unemployment insurance by individuals, most of 
which is submitted with the express understanding that it will be held 
in confidence. : eae 

National Capital Planning Commission (346): Material which is 
under study oe his not been decided or acted upon. : 

National Labor Relations Board (348-349) : Drafts of Board deci- 
sions; memoranda and other internal communications; manuals of 
operating instructions to field personnel ; evidence developed and staff 
reports and files of preliminary investigations to determine whether 
formal proceedings should be instituted in any matter; memoranda 
by staff lawyers analyzing records and files, legal propositions and 
arguments. 

urities and Exchange Commission (429) : Correspondence files 
and investigation and other files (as listed, pp. 1-28 of memorandum 
submitted by SEC) are generally not available to the public. At page 
432 there is the statement that personnel matters and other matters 


relating solely to interna] management of the aeey are not placed in 


public files; internal communications relating to Commission’s func- 
tions are not available. 

Smithsonian Institute (455): Results of scientific research are re- 
leased only when complete enough to merit public consideration ; in- 
formation obtained on travels or field trips in cooperation with other 
agencies are released only on approval of cosponsoring agency. 

Subversive Activities Control Board ( 481) : Information pertaining 
to the preparation of Board decisions is not available. 

United States Tariff Commission (490): Information concerning 
the internal status of the Commission’s investigations and actions or 
the views of the Commissioners, until its final, official report is ready 
for release to the public. 

Tennessee Valley Authority (493) : Staff planning in the process on 
matters of policy which have not been approved by the Director; de- 
tails of uncompleted negotiations (such as wage or contract negotia- 
tions)—once these matters have been approved by the Board the re- 
sults are available to the press. 

Treasury Department (503-504, 511): Proprietary secrets of the 
Government whose value depends on nondisclosure (example, secret 
formula for ink used in engraving the currency)—“particular cir- 
— may warrant exceptions” to the Department’s general 
policy. 

Advisory Committee on Weather Control (529) : Information which 
would prejudice the value and authenticity of the Committee’s final 
report to the President. 
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I, 1 (). The Congress (includes IIT. 1 (a) (6) (e)) 


Civil Service Commission (82-83 and 92) : Same as I 1 (a) ; except 
that the names of the three highest eligibles in postmaster and rural 
carrier exams are given to Congress but not to sources in I 1 (a), 

oe), (d) and (e); except that some information from investigative 

les of individual cases is furnished to Congressmen but is limited to 
material not obtained under a pledge of confidence, but is not given 
to sources in I 1 (a), (d) and (¢) and is given to agencies (c) only 
under certain restrictions of the CSC; except that information from 
retirement and medical records is given to Congress only under the 
provisions of the Commission’s Organization ond Poties anual (cita- 
tions are given but no details of the provisions); and except that 
summaries of the results of inspections of agency operations under 
the delegations of authority are furnished to Congress upon request; 
at page 92 it is stated that the CSC does not furnish any investigative 
material, reports of physical or mental examination, or beneficiary 
designations under the CS Retirement Act during the life of the des- 
ignator. 

Commerce Department (98 and 107): Information “in many in- 
stanees” would be provided to Congress in executive sessions of com- 
mittees in aid of development. of legislation; at page 107 it is stated 
that the Department furnishes information unless prevented from 
doing so by statutes and regulations cited at pages 97-102. 

Defense Department (118 and 130): Department policy to make 
available to Members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
in the form of law or Executive directive” (not applicable to requests 
for information for constituents). 

Federal Coal Mine Safety Board of Review (154 and 158-59) : Same 
as I1 (a). 

Peden Communications Commission (162-65 and 169) : All infor- 
mation is available, except files on personnel security, “where the in- 
formation is pertinent to the official duties of the particular commit- 
tee and concerns matters coming within their jurisdiction.” 

Federal Power Commission (185 and 193): At page 193 the Com- 
mission states that it has not been directly faced with a situation 
where it was necessary to deny information. 

Federal Reserve System (196-197 and 204): At pages 196-197, no 
specific answer, but statement that FRS furnishes factual informa- 
tion and transmits, on request, its views and recommendations con- 
cerning pending legislation; at page 204, it is stated that FRS sub- 
mits to Congress information which it would not find it appropriate 
to furnish others, but that the Board could not furnish “to anyone” 
advance information concerning ns action relating to margin 
requirements, changes in member bank reserve requirements, modifi- 
cations in the FR discount rate, ete. 

Federal Trade Commission (208-209 and 218) : There are no cate- 
gories or types of information not available to Congress or its duly 
constituted committees; at page 218 there is a discussion of the ty 
of materials which the FTC believes must be carefully safeguarded 
as to confidentiality by committees, and there is a statement that 
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Pra “gee Members are handled under section 1.132 referred to 
in a). 

General Services Administration (228 and 234) : There is no state- 
ment as to whether information of this type is available to Members 
and committees. 

Housing and Home Finance Agency (254-256): All information 
is made available to Congress “except insofar as it may be limited 
by higher authority”; a great deal of information is available to 
Congress which cannot be made available to the press. 

Department of the Interior (270 and 282) : Information of this type 
is not available when not compatible with public interest or national 
safety, or when it would contravene the constitutional separation of 
powers between the executive and legislative branches. 

Department of Labor (319 and 330) : No specific answer as to avail- 
errs “ Congress of personal employment information as described 
inI 1 (a). 

National Capital Planning Commission (346 and 347): Same as [ 
1 (a). 

National Labor Relations Board (348-349 and 352) : Same asI t (). 

Securities and Exchange Commission (429 and 434): At page 429 
there is no specific answer; at page 434 it is stated that the SEC co- 
operates voluntarily in giving information, and as for types of infor- 
mation which may be refused there is reference to letter of Attorney 
General Brownell of July 12, 1955, and letter of the Chairman of the 
Commission of July 11, 1955 (no explanation of contents of either 
is given). 

Smithsonian Institution (455 and 456): At page 455 there is no 
specific answer but by implication, same as I 1 (a); at page 456 it is 
stated that no restrictions are placed on furnishing any information 
in reply to requests from members or committees. 

Subversive Activities Control Board (481 and 486): Same as 
Ii (a). 

United States Tariff Commission (490 and 492): Same as I 1 (a). 

Tennessee Valley Authority (493 and 498): All information (ex- 
cept budget information) is available to Congress; at page 498 it is 
stated that there is no information not available to a committee upon 
subpena. 

Treasury Department (503-504, 508-509, and 511): Same asI 1 (a). 

Advisory Committee on Weather Control (529 and 531) : The Com- 
mittee has been willing to discuss type of information described under 
I 1 (a) with congressional committees on an off-the-record basis. 


11 (ec). Other Federal agencies 


Civil Service Commission (82-83): Practically all types of infor- 
mation listed in I 1 (a) as not available to the press, are available to 
the executive agencies under the conditions set forth in the Commis- 
sion’s Organization and Policy Manual (citations are given but no 
details of the conditions) ; except that the names of applicants for 
examinations (except for postmaster and rural carrier) are also not 
available to the other agencies. 

Commerce Department (98): SameasI1 (a). 





INFORMATION FROM DEPARTMENTS AND AGENCIES 129 


Defense Department (119): All information made available on a 
need-to-know and cleared-to-receive basis when such agency has a 
legitimate requirement for it. 

ederal Coal Mine Safety Board of Review (154): Same as I'1 (a). 

Federal Communications Commission (162-165): Information of 
this kind which is not available to 1-1 (a), (d), and (@) is available 
to Federal agencies to the extent that the Commission finds that such 
information is necessary for the performance, by the other agency, 
of its official duties. 

Federal Power Commission (185): Same as I 1 (a). 

Federal Reserve System (196=+197): Information is furnished as 
needed in performance of official duties (with restrictions on publica- 
tion of affiairs of individual] banks). 

Federal Trade Commission (208-209) : Furnishing of information 
is governed by the purpose and_manner of use of the information 
requested; there are special arrangements with the Department of 
Justice and five other agencies with concurrent enforcement juris- 
diction; for other agencies the decisions are made on an individual 
basis; action is taken with due regard for statutory restrictions, its 
rules, and the public interest. Rules of the FTC provide the meth- 
od of making such information available. 

General Services Administration (228-229): Information fur- 
nished to GSA by other agencies relating to problems of internal 
administration which are under study are not available to other execu- 
tive departments and agencies (certain data of this type would be 
available “only to those agencies entitled to the information by law, 
regulation, or policy”); also records of Federal agencies in the cus- 
tody of Federal records centers and the National Archives when re- 
lease is forbidden by law and when restricted by the creating agency. 

Housing and Home Finance Agency (254): All information is 
available if there is a legitimate need for it and a qualified recipient. 

Department of Interior (270): No restrictions upon availablity of 
information related to the responsibilities of the requesting agency. 

Department of Labor (319): Personal employment information as 
described in I 1 (@) is available to other agencies as needed in their 
administration of related programs. 

National Capital Planning Commission (346): Same as I 1 (a). 

National Labor Relations Board (348-349): Same as I 1 (a). 

Securities and Exchange Commission (429): No specific answer. 

Smithsonian Institution (455): No specific answer; by implica- 
tion, same asI 1 (a). 

Subversive Activities Control (481): Same asI1 (a). 

United States Tariff Commission (490): Same asI1 (a). 

Tennessee Valley Authority (493-494): Same as I 1 (a) except 
where another Government agency is a party to or has a direct interest 
in the negotiation or policy planning by TVA, or where the agency 
speaks for the President. 

Treasury Department (503-504, 511): Same as I 1 (a), except 
that another agency is given access to restricted information if it 
is charged with official responsibility with respect to the subject 
matter. 

Advisory Committee on Weather Control (529): Same as I 1 (a) 
except that the Committee cooperates with six other agencies repre- 
sented on its membership in doing some of its evaluation work. 
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I 1 (d). Business, trade, and other groups with an economic interest 
{ Civil Service Commission (82-83): The types of imformation 
listed in I 1 (a), (6), and (ce) are not available. 

Commerce Department (98): SameasI1 (a). 

Defense Department (119): SameasI1 (a). 

Federal Coal Mine Safety Board of Review (154): SameasI1 ta). 

Federal Communications Commission (162-165): SameasI1 (a). 

Federal Power Commission (185): SameasI1 (a). 

Federal Reserve System (196-197): SameasI1 (a). 

Federal Trade Commission (210): Generally same as I 1 (a); spe- 
cial requests can be made under section 1.134 of the Commission’s 
Rules of Practice and Procedure. 

General Services Administration (228-229): Information concern- 
ing GSA plans and other matters in process of resolution or relating 
to future action (four examples). 

Housing and Home Finance Agency (254): Same as I 1 (a). 

Department of Interior (271): No specific answer. 

Department of Labor (319): No specific answer; by implication, 
same asI1 (a). 

National Capital Planning Commission (346): Same as I 1 (a). 

National Labor Relations Board (348-3849): Same asI 1 (a). 

Securities and Exchange Commission (429): No specific answer; 
by implication, same as I 1 (a). 

Smithsonian Institution (455): No specific answer; by implication, 
same asI 1 (a). 

Subversive Activities Control Board (481): SameasI1 (a). 

United States Tariff Commission (490): SameasI1 (a). 

Tennessee Valley Authority (493-494): Same as I 1 (a). 

Treasury Department (503-504, 511): Same as I 1 (a). 

Advisory Committee on Weather Control (529): Same as I 1 (a). 


I 1(e). Research specialists, scientists, public-affairs 
organizations, etc. 


Civil Service Commission (82-83): All types of information listed 
above in I 1 (a), (6), (¢), and (d) are not available. 

Commerce Department (98): Same as I 1 (a). 

Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with work they are doing for the Govern- 
ment. 

Federal Coal Mine Safety Board of Review (154): Same asI1 (a). 

Federal Communications Commission (162-165): Same as I 1 tay. 

Federal Power Commission (185): SameasI1 (a). 

Federal Reserve System (196-197): SameasI1 (a). 

Federal Trade Commission (210): Upon good cause shown the 
Commission may release information with due regard to statutory 
restrictions, its rules, and the public interest, under the provisions of 
section 1.134 of the Commission’s Rules of Practice and Procedure. 
General Services Administration (229): SameasT1 (d). 
Housing and Home Finance Agency (254): Same as I 1 (a). 
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t+ Department of Interior (271): Generally not available (possible 
pein ore 7 authorized cooperator contributing to the cost of an in- 
vestigation). 

Department of Labor (319): No specific answer; by implication, 
same as 11 (a). 

National Capital Planning Commission (346) : Same as I 1 (a). 

National Labor Relations Board (348-349) : Same as I 1 (a). 

Securities and Exchange Commission (429): No specific answer; 
by implication, same asT1 (a). 

Smithsonian Institution (455) : No specific answer; by implication, 
same as I1 (a). 

Subversive Activities Control Board ara : Same asI 1 (a). 

United States Tariff Commission (490): Same asI1 (a). 

Tennessee Valley Authority (493-494) : Same asI1 (a). 

Treasury Department (503-504, 511): Same asI1 (a). 

Advisory Committee on Weather Control (529): Same as I 1 (a) 
except that temporary employees or consultants become familiar with 
information, but they are bound by same requirements of law and 
policy as are permanent employees. 


4. Information concerning personnel (21 departments and agencies) 


1 1 (a). The press and other information media 


Agriculture Department (7): Reports of personnel investigations. 
Bureau of the Budget (47) : Security requirements for governmental 
employment, and loyalty records. 


entral Intelligence Agency (56) : Information concerning number, 


titles, salaries, etc., of employees. 

Civil Service Commission (82-83) : Employment histories are avail- 
able to any source having “a demonstrable interest” in the material. 

Commerce Department (98) : Restricted material in official personnel 
folders. 

Defense Department (117-118) : Personnel and medical records of 
individuals; examination questions and answers to be used in training 
courses, and various personnel actions. 

Office of Defense Mobilization (135-136): Information reflecting 
the contents of loyalty and security files. 

Farm Credit Administration (151): Some exceptions made upon 
specific authority of the Governor or senior officers. 

Federal Coal Mine Safety Board of Review (154) : Documents re- 
lating to personnel security stamped “Confidential” by Government 
investigative agencies ; personnel records. 

Federal Mediation and Conciliation Service (181) : Loyalty and se- 
curity information concerning employees. 

United States Information Agency (263): Personnel security files 
and personnel files of the Foreign Service of USIA. 

Department of Interior (270) : Files on investigations of irregulari- 
ties or misconduct of employees. 

International Cooperation Administration (287) : Loyalty case and 
confidential personnel information. 

Department of Labor (322) : Official personnel folders an 1 personnel 
security files. 
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National Labor Relations Board (348): Personnel security reports, 
memorandums, or determinations... - , 
“Panama Canal Company—Canal Zone Government (372): Per- 
sonnel security clearances. 
~ Small Business Administration (446): Security folders and per- 
sonnel folders. 
Department of State (458-460): No statement is made as to avail- 
ability of information concerning personnel; see I 1 (d) (c). 
Tennessee Valley Authority (493): Personal history records of 
employees and records of their medical examinations. 
reasury Department (503-504, 511): Information resulting from 
Executive Order 10450 establishing security requirements for Govern- 
ment employment, and confidential employee loyalty records, as speci- 
fied by the Presidential directive of March 13, 1948—“particular cir- 
bs: a may warrant exceptions” to the Department’s general 
policy. 
Veterans’ Administration (513): Information contained in security 
case files and in official personnel folders. 


I1(6). The Congress (includes III 1 (a) (b) (e)) 


Agriculture Department (6 and 21): Virtually all information of 
all categories and types is available to Congress on request “where 
there are no statutory or other mandatory limitations”; (reports of 
investigations involving conduct of employees available for review 
only to authorized personnel from other Federal agencies). 

Bureau of the Budget (47 and 52): No specific answer indicating 
any difference between I 1 (5) and 11 (a). 

Central Intelligence Agency (56 and 61): Public Law 253 directs 
protection of sources and methods of operation of CTA, and specifically 
enjoins making public the number of employees, their titles, salaries, 
ete.; information required for appropriations and substantive legisla- 
tion is available to appropriate committees; information furnished 
only on request ; there are no exceptions by category or type, but proper 
safeguards are insured; in accordance with Presidential policy, no 
information in personnel security files is available. 

Civil Service Commission (82-83 and 92): Same as I 1 (a); also 
lists of Commission personnel are furnished to Congressmen, as out- 
lined in the Commission’s Organization and Policy Manual, pages 
B3.09.01 through B3.09.08 (no details given) ; at p. 92 it is stated that 
the CSC does not furnish any investigative material, reports of physi: 
cal or mental examination, or beneficiary designations under the CS 
Retirement Act during the life of the designator. 

Commerce Department (98 and 107): Information “in many in- 
stances” would be provided Congress in executive sessions of commit- 
tees in aid of development of legislation; at page 107, it is stated that 
the Department furnishes information unless prevented by statutes 
and regulations listed at pages 97-102. 

Defense Department (118 and 130): Department policy to make 
available to members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
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in the form of law or Executive directive” (not applicable to requests 
for information for constituents)..__ . 

Office of Defense Mobilization (135-136 and 144): Same as I 1 (@). 

Farm Credit Administration (151 and 153) : At page 151, same as I 
1 (a) ; at page 153, indicates information might be available to a com- 
mittee upon to of request. 

Federal Coal Mine Safety Board of Review (154 and 158-159) : 
This type of information would be available to Congress. 

Federal Mediation and Conciliation Service (181 and 183): Same 
asI1 (a). 

United States Information Agency (263 and 268): Personnel se- 
curity files, except as authorized under Presidential directive of March 
13, 1948, are not available to Congress; at page 268 it is stated, in 
addition to the preceding, that personnel files of the Foreign Service 
are furnished only to the appropriate committees under section 612 of 
the Foreign Service Act of 1946. 

Department of Interior (270 and 282) : Information of this type is 
not available when not compatible with public interest or national 
safety, or when it would contravene the constitutional separation of 
powers between the executive and legislative branches. 

International Cooperation Administration (287-288 and 295) : No 
specific answer. 

Department of Labor (322 and 330): A member may be given in- 
formation concerning the employment record of an employee (other 
than information of a security nature) if an appropriate interest is 
clearly demonstrated. 

( PORT Labor Relations Board (348-349 and 352): Same as I 1 
a). 

Panama Canal Company—Canal Zone Government (372 and 378) : 
No specific answer; all information is available subject to Executive 
Order 10501 of November 3, 1953; Civil Service Commission Depart- 
mental Circular No. 75 of March 5, 1954; Presidential directive of 
March 13, 1948; and Department of Justice order of April 23, 1948. 

Small Business Administration (446 and 451): Same as I 1 (a). 

Department of State (458-459 and 476-477) : At pages 476-477 it 
is stated that files and information on personnel security cases are not 
available to individual members; no answer as to availability to com- 
mittees on request or upon subpena. 

Tennessee Valley Authority (493 and 498): All information (ex- 
cept budget information) is available to Congress; at page 498 it is 
stated that there is no information which is not available to a com- 
mittee upon subpena. 

Treasury Department (503-504, 508-509 and 511) : Same asT 1 (a). 

Veterans’ Administration (5138-514 and 523): Same as I 1 (a) 


with respect to security case files; no reply with respect to official 
personnel folders. 


I 1 (c). Other Federal agencies 


Agriculture Department (6-7): No specific answer; reports of in- 
vestigations involving conduct of weg 3 available for review only 
to authorized personnel from other Federal agencies. 


Bureau of the Budget (47) : No specific answer indicating any dif- 
ference between I 1 (c) andTI1 (a). 
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_ Central Intelligence Agency ( om: Information concerning opera- 
tions of CIA not generally available to other agencies; certain en- 
deavors are conducted jointly with Defense and State Departments 
and they receive information on a need-to-know basis. 

P alge rvice Commission (82-83) : Such information is made avail- 
able. 

Commerce Department (98): SameasI1 (a). 

Defense Department (119): All information made available on a 
need-to-know and cleared-to-receive basis when such agency has a 
legitimate requirement for it. 

Office of Defense Mobilization (135-136): Same as I 1 (a). 

Farm Credit Administration (151): SameasI1 (a). 

Federal Coal Mine Safety Board of Review (154): Same asI1 (d 

Federal Mediation and Conciliation Service (181): SameasI 1 

United States Information Agency (263) : No restrictions on avail- 
ability to other Federal agencies, 

Department of the Interior (270) : No restrictions upon availability 
of information related to the responsibilities of the requesting agency. 

International Cooperation Administration (288): No restrictions 
se: information required by agencies in carrying out their responsi- 

ilities. 

Department of Labor (322): Government agencies have access to 
this information on a need-to-know basis. 

National Labor Relations Board (348-349): Same as I 1 (a). 

Panama Canal Company—Canal Zone Government. (372) : No spe- 
cific answer; all information is available subject to Executive Order 
10501 and Department of Justice order of April 23, 1948. 

Small Business Administration (446): A major portion of such in- 
formation is available to persons in other agencies who are entitled to 
receive it by reason of their official duties. 

Department of State (458-460) : No answer, but under III 1 (477) it 
is indicated that files and information on personnel security cases are 
available only to officials in the executive branch who are entitled to 
such information by reason of their official duties. 

Tennessee Valley Authority (493-494): Same as I 1 (a) except 
where another Government agency is a party to or has a direct interest 
in the negotiation or policy planning by TVA, or where the agency 
speaks for the President. 

Treasury Department (503-504, 511): Same as I 1 (a), except that 
another agency is given access to restricted information if it is charged 
with official responsibility with respect to the subject matter. 

Veterans’ Administration (514): No reply with respect to this type 
of information. 


I 1 (d). Business, trade, and other groups with an economic interest 


Agriculture Department (6-7):SameasI1i(a). 
Bureau of the Budget (47) : No specific answer indicating any differ- 
ence between I 1 (d) and I1 (a). ‘ : 
Central Intelligence Agency (56): No information made available. 
Civil Service Commission (82-83) :SameasI1 (a). 
Commerce Department (98) :SameasI1 (a). 
Defense Department (119) : Same asT1 (a). 
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Office of Defense Mobilization (135-136) : Same as 11 (a). 

Farm Credit Administration (151) :SameasI1 (a). 

Federal Coal Mine Safety Board of Review (154): Sameasi 1 (a). 

Federal Mediation and Conciliation Service (181): Same asI1 ee} 

United States Information Agency (263): Same as I 1 (a). 

Department of Interior (271) : No specific answer. 

International Cooperation Administration (288) : Same as I 1 (a), 
amet that press news bulletins are not available until after release 

ate. 

Department of Labor (322): Not available, except that a prospec- 
tive employer ae | be given information concerning an employee's 
employment record. 

ational Labor Relations Board (348-349) : Same as I 1 (a). 
; cite Canal Company—Canal Zone Government (372) : Same as 

1 (@). 

Small Business Administration (446) : Same asI1 (a). 

Department of State (458-460) : Same as I 1 (a). 

Tennessee Valley Authority (493-494) : Same asI1 (a). 

Treasury Department (503-504, 511) : Same asI1 (qa). 

Veterans’ Administration (514) :SameasI1 (a). 


. 1 (e) Research specialists, scientists, public-affairs organizations, 
ete. 


Agriculture Department (6-7) : Same as I 1 (a). 

Bureau of the Budget (47): No specific answer indicating any dif- 
ference between I 1 (e) andI1 (a). 

Central Intelligence Agency (56) : No information made available; 
however, certain specialized consultants or experts are furnished in- 
formation on a need-to-know basis. 

Civil Service Commission (82-83) : Same as T 1 (a). 

Commerce Department (98) : Same as I 1 (a). 

Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with work they are doing for the Gov- 
ernment. 

Office of Defense Mobilization (135-136): Same as I 1 (a). 

Farm Credit Administration (151) : Same asI1 (a). 

Federal Coal Mine Safety Board of Review (154): Same as I 1 

Federal Mediation and Conciliation Service (181) : Same as I 1 

United States Information Agency (263): Same as I 1 (4) , 

Department of Interior (271) : “Generally” not available (possible 
exception, an authorized cooperator contributing to the cost of an 
investigation). 

International Cooperation Administration (288) : Same as I 1 (a) 
a that press news bulletins are not available until after release 

ate. 

Department of Labor (322) : Information not available. 

National Labor Relations Board (348-349) : Same as I 1 (a). 

P ae Canal Company—Canal Zone Government (372) : Same as 

1 (@). 

Small Business Administration (446) : Same as I 1 (a). 

Department of State (458-460) : Same as I 1 (a). 
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Tennessee Valley Authority (493-494) : Same as I 1 (a). 
Treasury Department (503-504, 511): Same asT 1 (a). ’ 
Veterans’ Administration (514-515) : Same as I 1 (a). 


5. Information falling within the province of privileged executive 
communications; and interdepartmental communications (15 de- 
partments and agencies) 


I. 1 (a). The press and other information media 


Atomic Energy Commission (29): Privileged information as de- 
seribed in chapter 2104 of the AEC Manual (no details). 

Bureau of the Budget (47): Information obtained from other 
agencies which is covered by the statutes and directives of such agencies 
covering its release, and is subject to release by the originating agency. 

Central Intelligence Agency (56) : Question not answered. 

Commerce Department (98): Interdepartmental communications 
and advices in the executive branch. 

Defense Department (118): Communications between members of 
the executive branch: “the release of which could hamper the candor 
among such members in advising with each other which is essential 
to effective and efficient administration and the preservation of the 
proper separation of powers between the executive and legislative 
branches of the Government.” 

Office of Defense Mobilization (135-136) : Advice to the President 
is not available. 

General Services Administration (228): Information determined 
by the Attorney General to fall within the province of privileged 
executive communications. 

International Cooperation Administration (287) : Confidential ad- 
vice and communications within the executive branch. 

Department of Justice (311): Communications of sole import to 
the executive branch and upon whose confidential nature the proper 
functioning of the executive branch depends, including unpublished 
opinions of the Attorney General (these are also privileged as consti- 
tuting the confidences of a client to his attorney). 

Department of Labor (321): Working papers, departmental and 
interdepartmental; any form of communication between the Depart- 
ment and other executive agencies as well as the President’s office, 
which are used in the development of policy decisions. 

National Capital Planning Commission (346): Information sup- 
plied by other Government agencies on condition that it not be released 
until “particular phases are mature.” 

Smithsonian Institution (455): Information obtained on travels or 
field trips in cooperation with other agencies, which is released only 
on approval of the cosponsoring agency. 

Department of State (458): Interoffice memorandums and papers 
dealing with matters under negotiation which are made known only 
on a need-to-know or legitimate-interest basis (not clear as to whether 
these are made known to the press on this basis); information. re- 
ceived from other Government agencies which have restricted its dis- 
closure or received it in confidence from private sources. 

United States Tariff Commission (490) : Reports to the President, 
except as may be otherwise required by law; no statute covers the 
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Commission’s practice of considering such reports to be confidential 
until released by the White House. 

Veterans’ Administration ao Reports (as distinguished from 
summaries) of investigations by the VA and reports submitted to the 
VA by the FBI or other Federal agencies; information within the 
purview of the memorandum of the Attorney General forwarded by 


the President to the Secretary of Defense (White House press release, 
May 17, 1954). 


11 (6). The Congress (includes IIT 1 (a) (4) (e)) 


Atomic Energy Commission (29 and 41) : Information falling with- 
in scope of Executive privilege might be denied to Congressmen or 
congressional committees. 

Bureau of the Budget (46-47 and 52): Same asI1 (a). 

Central Intelligence Agency (56 and 61): No specific answer; in- 
formation furnished on request; there are no exceptions by category 
or type, but proper safeguards are insured. 

Commerce Department (98 and 107): Information “in many in- 
stances” would be provided to Congress in executive sessions of com- 
mittees in aid of development of legislation; at page 107, the Depart- 
ment furnishes information unless prevented by statutes and regula- 
tions listed at pages 97-102. 

Defense Department (118 and 130): Department policy to make 
available to members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
im the form of law or Executive directive” (not applicable to requests 
for information for constituents). 

Office of Defense Mobilization (136 and 144): Same as I 1 (a). 

General Services Administration (228 and 234): Same as I 1 (a), 
not available to members or committees. 

International Cooperation Administration (287-288 and 295): No 
specific answer; requests from members can usually be answered with- 
out involving questions of executive branch communications. 

Department of Justice (310-311 and 316-317) : No specific answer; 
there are rare occasions on which the Department is unable to supply 
information “even to Congress itself”; at page 316 it is stated that all 
information requested by a member or committee “to which it is 
entitled” is furnished voluntarily. 

Department of Labor (321 and 330) : No specific answer; but they 
are generally restricted to use in the Department or to those within 
the executive branch who need to use them in connection with official 
duties. 

National Capital Planning Commission (346 and 347) : Same asT 1 

a). 
Smithsonian Institution (455 and 456): At page 455 there is no 
specific answer but, by implication, same as I 1 (a) ; at page 456 it is 
stated that no restrictions are placed on furnishing any information 
in reply to requests from members or committees. 

Department of State (458-459 and 476-477) : At pages 476-477 it is 
stated that to individual members on request, interdepartmental docu- 
ments are not given without consent of the other agencies involved 
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(assuming that such documents are classified, presumably the treat- 
ment would be like that described under section c-1 of this report en- 
titled “Information affecting the national defense * * *”) ; negotiat- 
ing positions, draft position papers, minutes of meetings, memoranda 
of conversation, etc., considered privileged material, are not turned 
over to members; there is no specific answer to question about turn- 
ing such information over to committees; upon subpena, other than in- 
vestigative information is available to committees unless its disclosure 
would be contrary to law or prejudicial to the national interest or 
security. 

United States Tariff Commission (490 and 492) : Same as I 1 (a). 

Veterans’ Administration (513-514 and 523) : Same as 1 1 (a) with 
respect to investigatory and FBI reports; no answer concerning in- 
formation under memo of May 17, 1954. 


11 (ce). Other Federal agencies 


Atomic Energy Commission (29): Same as I 1 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
11 (e) andI1 (a). 

Central Intelligence Agency (56): Information concerning opera- 
tions of CLA is not generally avaliable to other Federal agencies, but 
certain endeavors are conducted in cooperation with the Departments 
of Defense and State and these departments receive CIA information 
on a need-to-know basis. 

Commerce Department (98) : No specific answer. 

Defense Department (119): All information made available on 
a “need to know” and “cleared to receive” basis when such agency 
has a legitimate requirement for it. 

Office of Defense Mobilization (136): SameasI1 (a). 

General Services Administration (228): By implication, this type 
of information is made available to other executive departments and 
agencies. 

International Cooperation Administration (288): No restrictions 
on information required by agencies in carrying out their respon- 
sibilities. 

Department of Justice (310-311) : No specific answer ; there are rare 
occasions on which the Department cannot supply information to 
the departments and agencies. 

Department of Labor (321): Restricted to use in the Department or 
to those within the executive branch who need to use such information 
in connection with official duties. 

National Capital Planning Commission (346): Same as I 1 (a). 

Smithsonian Institution (455) : No specific answer; by implication, 
sameasI1 (qa). : 

Department of State (458-460): No specific answer; in general, 
all information required by another agency in the performance of its 
duties is made ayailable (if it is classified, see section of this report on 
“Information affeeting the national defense * * *”). 

United States Tariff Commission (490): SameasIi (a). 

Veterans’ Administration (514): Same as I 1 (a) with respect 
to investigatory and FBI reports; no answer concerning information 
under memo of May 17, 1954. 
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I 1(d). Business, trade, and other groups with an economic interest 


Atomic Energy Commission (29) : Same asI1 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
I1 (d) andI1 (a). 

Central Intelligence Agency (56): No specific answer; CIA “does 
not furnish information” to this group. 

Commerce Department (98): Same asI1 (a). 

Defense Department (119): SameasI1 (a). 

Office of Defense Mobilization (136): Same as I 1 (a). 

General Services Administration (228): Same as I 1 (a). 

International Cooperation Administration (282): Same as I 1 (a). 
except press news bulletins are not available until after release date. 

Department of Justice (310-311): No specific answer; apparently 
not furnished, but some exceptions appear possible. 

Department of Labor (322): No specific answer; by implication, 
they are not available. 

National Capital Planning Commission (346): Same as I 1 (a). 

Smithsonian Institution (455): No specific answer; by implica- 
tion, same as I 1 (a). 

Department of State (458-460) : Same asI1 (a). 

United States Tariff Commission (490): Same as I 1 (a). 

Veteran’s Administration (514): Same as I 1 (a). 


I 1(e). Research specialists, scientists, public-affairs 
organizations, etc. 


Atomic Energy Commission (30) :SameasI1 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
11 (e) andI1 (a). 

Central Intelligence Agency (56): No specific answer; CLA “does 
not furnish information” to this group; consultants and experts are 
furnished information on a need-to-know basis. 

Commerce Department (98) : Same as I 1 (a). 

Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with work they are doing for the Gov- 
ernment. 

Office of Defense Mobilization (136): Same as I 1 (a). 

General Services Administration (228): Same as I 1 (d). 

International Cooperation Administration (288). Same as I 1 (a), 
except press news bulletins are not available until after release date. 

Department of Justice (310-311): No specific answer; apparently 
not furnished, but some exceptions appear possible. 

Deparment of Labor (322): No specific answer; by implication, 
they are not available. 

National Capital Planning Commission (346): Same as I 1 (a). 

Smithsonian Institution (455): No specific answer; by implica- 
tion, same as I 1 (a). 

Department of State (458-460): In general, the same as I 1 (a) 
(special permission may be granted under departmental regulations 
to engage in research in the departmental files, but there is no indica- 
tion as to what types of information are included). 
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United States Tariff Commission (490): SameasI1 (a). 
Veterans’ Administration (514-515): SameasIi (a). 


6. Budgetary material submitted to the Bureau of the Budget, prior 
to President’s submission of Budget to Congress (12 departments 
and agencies) 


I1(a). The pressand other information mediums 


Agriculture Department (8). 

Bureau of the Budget (4647): Statutes, Executive orders, Presi- 
dential directives, and Bureau internal regulations safeguard trans- 
mission of materials submitted Bureau by other agencies. 

Federal Coal Mine Safety Board of Review (154). 

Federal Power Commission (185). 

Department of Interior (270). 

Department of Labor (321). 

National Capital Planning Commission (346): Not available if 
its release would not be to the best interest of the Government. 

National Science Foundation (356). 

Panama Canal Company-Canal Zone Government (372). 

Subversive Activities Control Board (481). 

Tennessee Valley Authority (493): Details of the budget program 
as submitted to the Bureau; even after presentation of President’s 
budget to Congress, any differences between this budget and the orig- 
inal TVA recommendations are not made public. 

Veterans’ Administration (513-514). 


I 1 (db). The Congress (includes ITT 1 (a) (6) (e)) 


Agriculture Department (6 and 21): No specific answer; virtually 
all information of all categories and types is available to Congress on 
request, where there are no statutory or other mandatory limitations. 

Bureau of the Budget (46-47 and 52): No clear differentiation be- 
tween I 1 (4) and 11 (a), but at page 52 it is stated that all informa- 
tion about the budget is privileged and falls within “the doctrine of 
executive communications” prior to the time of submission of the 
budget to Congress. The Appropriations Committees are furnished 
advance information when needed for hearings, on a confidential basis. 

Federal Coal Mine Safety Board of Review (154 and 158-159) : 
Such information would be available to Congress. 

Federal Power Commission (185 and 193): At page 193 it is stated 
that the FPC has not been directly faced with a situation where it 
was necessary to deny information. 

Department of Interior (270 and 282): Information relating to 
budget estimates is available when requested in course of hearings by 
congressional Appropriations Committees. 

Department of Labor (321 and 330) : This information is not avail- 
able except where arrangements are made by the Bureau of the 
Budget for presentation of data to the Appropriations Committees. 

: Seabinaa Capital Planning Commission (346 and 347): Same as 
1(@). 

National Science Foundation (856 and 359): Same as I 1 (@); to 

date no problem has arisen and all information has been furnished. 
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Panama Canal Company-Canal Zone Government (372): No spe- 
cific answer; all information is available subject to Executive Order 
10501 of November 3, 1953; Civil Service Commission Departmental 
Circular No. 75 of March 5, 1954; Presidential directive of March 13, 
1948; and Department of Justice order of April 23, 1948. 

Subversive Activities Control Board (481 and 486-487) : Not avail- 
able, though it may become available “in certain contingencies” ; there 
are no instances of requests or refusals in the areas reserved. 

Tennessee Valley Authority (493-494 and 498): All information 
(except budget information as specified in Bureau of Budget Circular 
A-11) is available; at page 498 it is stated that there is no information 
which is not available to a committee upon subpena. 

Veterans’ Administration (513-514 and 523): Same as I 1 (a). 


11 (c). Other Federal agencies 


Agriculture Department (6-8) :Sameas 11 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
I1(c)andI1 (a). 

Federal Coal Mine Safety Board of Review (154): Same asI1 (6). 

Federal Power Commission (185): SameasI1 (a). 

Department of Interior (270): No specific answer; no restrictions 
on availability of information related to the responsibilities of the 
requesting Federal agency. 

Department of Labor (221): No specific answer; by implication, 
this material is not available. 

National Capital Planning Commission (346): Same as I 1 (a). 

National Science Foundation (356) :Sameas11 (a). 

Panama Canal Company—Canal Zone Government (372): No 
specific answer; all information is available subject to Executive Or- 
der 10501 and Department of Justice Order of April 23, 1948. 

Subversive Activities Control Board (481 and 486) : Same asI 1 (a). 

Tennessee Valley Authority (493-494): Same as I 1 (a) except 
where another Government agency is a party to or has a direct interest 
in the negotiation or policy planning by TVA, or where the agency 
speaks for the President. 

Veterans’ Administration (514) :SameasI1 (a). 


I. 1 (d). Business, trade, and other groups with an economic interest 


Agriculture Department (6-8): Same asI1 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
11 (d) andT1 (a). 

Federal Coal Mine Safety Board of Review (154) : Same asI1 (a). 

Federal Power Commission (185): Same as I 1 (a). 

Department of the Interior (271) : Nospecific answer. 

Department of Labor (821): No specific answer; by implication, 
this information is not available. 

National Capital Planning Commission (346) : Same as I 1 (a). 

National Science Foundation (356) : Same as I1 (a). 
: an Canal Company-Canal Zone Government (372): Same as 

1 (a). 
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Subversive Activities Control Board (481): Same as I 1 (a). 
Tennessee Valley Authority (493-494) : Same as I 1 (a). 
Veterans’ Administration (514): Same asI1 (a). 


I. 1 (e). Research specialists, scientists, public-affairs 
organizations, etc. 


Agriculture Department (6-8) : Same asI1 (a). 

Bureau of the Budget (46-47): No clear differentiation between 
Ii (e) andI1 (a). 

Federal Coal Mine Safety Board of Review (154): SameasI1 (a). 

Federal Power Commission (185): SameasI1 (a). 

Department of the Interior (271): “Generally” not available (pos- 
sible exception, authorized cooperator contributing to the cost of an 
investigation). 

Department of Labor (321): No specific information; by implica- 
tion, this information is not available. 

National Capital Planning Commission (346): Same asI 1 (a). 

National Science Foundation (356) : Same asI1 (a). 

Panama Canal Company-Canal Zone Government (372): Same as 
I 1 (a). 

Subversive Activities Control Board (481): Same as I 1 (a). 

Tennessee Valley Authority (493-494) :SameasI1 (a). 

Veterans’ Administration (514-515) :SameasI1 (a). 


7. Reports and information to be submitted to Congress or other Fed- 
eral agencies (nine departments and agencies) 


I 1 (a). Press and other information media 


Agriculture Department (8): Congressional committee executive 
hearing testimony is not available. 

Bureau of the Budget (47) : Provision of certain types of statistical 
information to intergovernmental organizations, and information to 
congressional committees (no details). 

Commerce Department (98) : Reports to Congress on legislation are 
subject to Bureau of Budget circulars prescribing procedures for 
clearance. 

Federal Power Commission (185): Reports to congressional com- 
mittees and Government agencies, prepared at their request, not avail- 
able until released by recipients. 

International Cooperation Administration (287) : Communications 
and reports for Members and committees of Congress not released to 
press unless released to public generally. 

National Advisory Committee for Aeronautics (334) : Information 
obtained through research or tests at the specific request of another 
Government agency is not available. 

National Capital Planning Commission (346): Information con- 
cerning pending legislation is not available if its release would not be 
to the best interest of the Government. 

Subversive Activities Control Board (481) : Budgetary material pre- 
_ sented to (Bureau of the Budget) and to Congress. 
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United States Tariff Commission (490) : Material submitted to con- 
ional committees until its release is authorized by the committee: 
Commission has long been under instructions from the committees 

to follow this practice, which is not governed by statute. 


I1(6). The Congress (includes IIT 1 (a) (0) (c)) 


(It is irrelevant to ask this question with respect to making avail- 
able te Congress reports and information prepared for that purpose.) 


I 1 (ce). Other Federal agencies 


Agriculture Department (6-8): Same asI1 (a). 

Bureau of the Budget (46-47) : No clear differentiation between I 
1 (ce) andI1 (a). 

Commerce Department (98) :SameasI1 (a). 

Federal Power Commission (185) : Same asI1 (a). 

International Cooperation Administration (288): No _ specific 
answer; no restrictions are placed on information required by agen- 
cies in carrying out their responsibilities. 

National Advisory Committee for Aeronautics (334) : No specific 
answer; by implication, such information is available to other 
agencies. 

National Capital Planning Commission (346): Same as I 1 (a). 

Subversive Activities Control Board (481): Same as I 1 (a). 

United States Tariff Commission (490) :SameasI1 (a). 


I 1 (a). Business, trade, and other groups with an economic interest 


Agriculture ig arog (6-8) :Same asI 1 (a). 


Bureau of the 
1 (d) andI1 (a). 

Commerce Department (98) : Same asI1 (a). 

Federal Power Commission (185) : Same asI1 (a). 

International Coooperation Administration (288): Same as I 1 
(a). 

National Advisory Committee for Aeronautics (334): Same as I 
1(@). 

National Capital Planning Commission (346): Same as I 1 (@). 

Subversive Activities Control Board (481): Same as I 1 (a). 

United States Tariff Commission (490): Same as I 1 (a). 


3udget. (46-47) : No clear differentiation between I 


I 1 (ec). Research specialists, scientists, public-affairs organization 


Agriculture Department (6-8): SameasI1 (qa). 

Bureau of the Budget (46-47): No clear differentiation between 
T1 (e) andI1 (a). 

Commerce Department (98): SameasI1 (a). 

Federal Power Commission (185): SameasI1 (a). 

International Cooperation Administration (288): Same asI1 (a). 

National Advisory Committee for Aeronautics (334): Same as I 
1 (a). 

ional Capital Planning Commission (346): Same asI1 (a). 

Subversive Activities Control Board (481): SameasI1 (a). 

United States Tariff Commission (490): Same asI1 (a). 
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8. Advance information on proposed plans to acquire or dispose of 
property which would provide undue or discriminatory advantage 
to private or personal interests (9 departments and agencies) 


11 (a). The press and other information media 


..Defense Department (117). 

Office of Defense Mobilization (136): Information relating to con- 
templated Government procurement, the disclosure of which would be 
incompatible with the public interest and with Defense Production 
Act. 

General Services Administration (228): Special planning and pro- 
graming data on acquisition and disposal of property; such informa- 
tion is, however, made public when the program is executed. 

Department of Labor (322): Bids for space, services, supplies, or 
equipment prior to opening are completely restricted. 

National Capital Planning Commission (346): Land acquisition 
matters; information not available if its release would not be in the 
best interests of the Government. 

Panama Canal Company-Canal Zone Government (372): Gov- 
ernment estimates for construction-contract work. 

Rubber Producing Facilities Disposal Commission (416-417) : 
During the sale of Government-owned rubber plants, information in- 
volving the dollar amount of bids received and the status of prospec- 
tive plant purchasers, and also special brochures containing full tech- 
nical operating data on each plant were withheld in the national 
interest. 

St. Lawrence Seaway Development Corporation (425-426) : “Good 
judgment is used as to the timing of publicizing” of information con- 
cerning proposals for possible acquisition of land, relocation of facili- 
ties, etc., when in the planning or negotiating stage. 

Veterans’ Administration (513): Estimates of the probable cost of 
construction projects, and certain preliminary details of such projects 
(e. g., site selections). 


IT 1 (6). The Congress (includes IIT 1 (a) (0) (e)) 


Defense Department (118 and 130): Department policy to make 
available to members and committees and their authorized representa- 
tives all information possessed by the Department subject to “restric- 
tions precluding release or limiting access established by higher au- 
thority in the form of law or Executive directive” (not applicable to 

uests for information for constituents). 
ce of Defense Mobilization (135-136 and 144) : Available to Con- 
gress provided that information is required in performance of official 
Government duties, that. the recipient is authorized to receive it, and 
that there are necessary facilities for protecting it. 

General Services Administration (228 and 234): By implication, 
information of this type is available to members and committees. 

Department of Labor (322 and 330): Same as I 1 (a). 

National Capital Planning Commission (346 and 347): Same as 
I1 (a). 

Pains Canal Company-Canal Zone Government. (372 and 378) : 
No specific answer; all information is available subject to Executive 
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Order 10501 of November 3, 1953; Civil Service Commission Depart- 
mental Circular No. 75 of March 5, 1954; Presidential directive of 
March 13, 1948; and Department of Justice order of April 23, 1948. 

Rubber Producing Facilities Disposal Commission (416-417 and 
421) : At pp. 416-17 there was no answer as to availability of informa- 
tion relating to bids and prospective purchasers (as described in I 1 
(a) ); the brochures described in I 1 (a) were given to any member on 
request ; at page 421 there is an explanation of the successful withhold- 
ing of information concerning status of negotiations relative to par- 
ticular some and the furnishing of supplementary information after 
the final report was filed. 

St. Lawrence Seaway Development Corporation (425-426 and 427) : 
Same asI 1 (a). 
_ Veterans’ Administration (518-514 and 523): No answer to this 
item. 


I 1 (ec). Other Federal agencies 


Defense Department (119): All information made available on a 
“need to know” and “cleared to receive” basis when such agency has a 
legitimate requirement for it. 

Office of Defense Mobilization (135-136): Same as I 1 (6). 

General Services Administration (228): Apparently information 
of this type is available to other Executive departments and agencies. 

Department of Labor (322) : Same asI1 (a). 

National Capital Planning Commission (346): Same as I 1 (a). 

Panama Canal Company—Canal Zone Government (372) : No spe- 
cific answer; all information is available subject to Executive Order 
10501 and Department of Justice order of April 23, 1948. 

Rubber Producing Facilities Disposal Commission (416-417): No 
answer as to availability of information relating to bids and prospec- 
tive purchasers (as described in I 1 (a) ) ; the brochures described in I 
1 (a) were supplied to other agencies on request. 

St. Lawrence Seaway Development Corporation (425-426) : Same 
as 11 (a). 

Veterans’ Administration (514) : No answer to this item. 


I 1 (d). Business, trade, and other groups with an economic interest 


Defense Department (119) : Same asI 1 (a). 

Office of Defense Mobilization (135-136) : Same as I 1 (a). 

General Services Administration (229): Information concerning 
GSA plans and matters in process of resolution or relating to future 
action (examples—appraisals of real property and information on 
sites selected for location of new buildings) ; also information on prop- 
erty management problems of other agencies when release would esta 
lish a competitive advantage to the recipients. 

Department of Labor (322): SameasI1 (a). 

National Capital Planning Commission (346): Same as I 1 (a). 

Panama Canal Company-Canal Zone Government (372): Same as 
I1 (a). 

Rubber Producing Facilities Disposal Commission 416-417): No 
answer as to availability of information relating to bids and prospec- 
tive purchasers (as described in I 1 (@)) but, by implication, same as 
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I 1 (a); one set of the brochures (described in I 1 (a)) was given 
to the Kubber Manufacturers’ Association upon request. 

ot panne Seaway Development Corporation (425-426) : Same 
as a). 
Veterans’ Administration (514) : SameasI1 (a). 


I'1 (e). Research specialists, scientists, public-affairs 
organizations, etc, 


Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with work they are dane for the Gov- 
ernment. 

Office of Defense Mobilization (135-136) :SameasI1 (a). 

General Services Administration (229): SameasI1(d). 

Department of Labor (322): SameasI1 (a). 

National Capital Planning Commission (346) : SameasI1 (a). 
tia Canal Company-Canal Zone Government (372): Same as 

a). 

Rubber Producing Facilities Disposal Commission (416-417): No 
answer as to availability of information relating to bids and prospec- 
tive purchasers (as described in I 1 (a)) but, by implication, same as 
I 1 (a); only brochures released to persons in these fields were to those 
directly associated with a prospective plant purchaser. 

a oe Seaway Development Corporation (425-426): Same 
asil1 (a), 

Veterans’ Administration (514-515): SameasI1 (a). 


9. Information relating to pending or ti as af litigation before 
Federal and State courts or regulatory bodies (8 departments and 
agencies) 


I 1 (a). The press and other information media 


Defense Department (117). 

General Services Administration (228). 

Housing and Home Finance Ageney (254) : Information regarding 
specific cases under litigation. 

Department of Justice (310-311): Pending litigation, prosecution, 
and investigation ; investigative reports of the FBI. 

National Labor Relations Board (348-349): Agency digests of 
court decisions in cases involving the agency. 

Securities and Exchange Commission (429): No specific answer; 
investigation and other files (no identification of types) are generally 
not available to the public, except litigation files which are informal 
collections, prepared for internal use, of materials on file in the courts 
and so are State available. At page 430 is the statement that in- 
vestigation files and correspondence are generally not available un- 
less the Commission directs otherwise. 

Tennessee Valley Authority (493): Privileged material involved in 
litigation. 

reasury Department (503-504 and 511): Information privileged 
at law by criminal enforcement considerations (examples aha _ 
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“particular circumstances may warrant exceptions” to the Depart- 
ment’s general policy. 


11 (0). The Congress (includes IIT 1 (a) (2) (e)) 


Defense Department (118 and 130): Department policy to make 
available to Members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
in the form of law or Executive directive” (not applicable to requests 
for information for constituents). 

General Services Administration (228 and 234): By implication, 
this type of information is available to committees, although at page 
234 it is stated that it is not available to Members. 

Housing and Home Finance Agency (254 and 256): All informa- 
tion is available to Congress except “insofar as it may be limited by 
higher authority”; a great deal of information is available to Con- 
gress which cannot be made available to the press. 

Department of Justice (310-811 and 316-317): No specifie an- 
swer; there are rare occasions on which the Department is unable to 
supply information “even to Congress itself”; information in FBI 
files available to Congress “in summary form where possible to do so 
without jeopardizing present or future investigations or prosecutions” ; 
at page 316 it is stated that all information requested by a Member or 
committee “to which it is entitled” is furnished voluntarily. 

: ‘ ational Labor Relations Board (348-349 and 352): Same as 

1 (a). 

Securities and Exchange Commission (429 and 434): At page 429 
there is no specific answer ; at page 434 it is stated that the Commission 
cooperates voluntarily in giving information, and as for types of in- 
formation which may be refused there is reference to letter of Attor- 
ney General Brownell of July 12, 1955, and letter of the Chairman 
of the Commission of July 11, 1955 (no explanation of contents of 
either is given). At page 431 there is the statement that the Commis- 
sion cooperates in making available to Congress information relat- 
ing to its quasi-judicial activities; as for concurrent congressional re- 
view of pending quasi-judicial proceedings, reference is made to two 
attached letters which are not included in the committee print. 

Tennessee Valley Authority (493 and 498): All information (ex- 
cept budget information) is available to Congress; as page 498 it is 
stated that there is no information which is not available to a commit- 
tee upon subpena. 

Treasury Department (503-504, 508-509 and 511): Same asI 1 (a). 


Ti (e). Other Federal agencies 


Defense Department (119): All information made available on 
a “need to know” and “cleared to receive” basis when such agency has 
a legitimate requirement for it. 

General Services Administration (228): Apparently this type of 
information is available to other executive departments and agencies. 
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Housing and Home Finance Agency (254) : All information is avail- 
able if there is a legitimate need for it and a qualified recipient. 

Department of Justice (310-311) : No specific answer; there are rare 
occasions on which the Department is unable to supply information 
to the departments and agencies. 

National Labor Relations Board (348-349) : Same asI 1 (a). 

Securities and Exchange Commission (429): No specific answer, 
except that information of willful violation of statutes administered 
by the Commission may be'referred to the Department of Justice with 
recommendation for criminal prosecution; evidence of violation of 
other Federal laws may be referred to the appropriate Government 
agency ; and information developed in Commission’s investigations of 
special and proper interest to other Government agencies is available 
to them. 

Tennessee Valley Authority (493-494): Sarhe as I 1 (a), except 
where another Government agency is a ce: to or has a direct interest 
im the negotiation or policy planning by TVA, or where the agency 
speaks for the President. 

Treasury Department (503-504, 511): Same as I 1 (@), except that 
another agency is given access to restricted information if it is charged 
with official responsibility with respect to the subject matter. 


I1(d). Business, trade, and other groups with an economic interest 


Defense Department (119) : Same asI1 (a). 

General Services Administration (228-229): There is no prohibition 
against furnishing this type of information. 

Housing and Home Finance Agency (254): Same as I 1 (a). 

Department of Justice (310-311): No specific answer; apparently 
not furnished, but some exceptions appear possible. 

National Labor Relations Board (348-349): Same as I 1 (a). 

Securities and Exchange Commission (429): No specific answer; by 
unplication, same as 11 (a). 

Tennessee Valley Authority (493-494) : Same as I 1 (a). 

Treasury Department (503-504, 511) :Sameas1J (a). 


I 1 (e). Research specialists, scientists, public-affairs 
organizations, ete. 


Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with wink they are doing for the Govern- 
ment. 

General Services Administration (229): Same asI1 (d). 

Housing and Home Finance Agency (254): Same as I 1 (a). 

Department of Justice (310-311): No specific answer; apparently 
not furnished, but some exceptions appear possible. 

National Labor Relations Board (348-349): Same as I 1 (a). 

Securities and Exchange Commission (429): No specific answer: 
by implication, same as I 1 (a). 

. Tennessee Valley Authority (493-494) : SameasI1 (a). 
Treasury Department (503-504, 511) :Sameas11 (a). 
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10. Information relating to staff assistance to the President in mat- 
ters for which he has gon Tm or decisions and judgments 
aa information is ject to release by the White House) 

three departments and agencies) 


I 1 (a). The press and other information media 


Bureau of the Budget (47-48). 
Council of Economic Advisers (113). 
Office of Defense Mobilization (135-136). 


I 1 (b). The Congress (includes III 1 (a) (b) (c)) 


Bureau of the Budget (47-48 and 52): At pages 47-48, no specfic 
answer but, by implication, this type of information might not be 
available to Congress; at page 52, prior to submission of budget to 
Congress all information about it is privileged and falls under doctrine 
of executive communications, but the Appropriations Committees are 
furnished advance information on a far ential basis. 

Council of Economic Advisers (113 and 115): At page 113, no 
specific answer but, by implication, same as I 1 (a); at page 115, all 
requests from individual members have been complied with; in one 
case, rough working materials were refused to a committee. 

Office of Defense Mobilization (135-136 and 144) : Same as I 1 (a). 


11 (c). Other Federal agencies 


Bureau of the Budget (47-48) : No specific answer ; by implication, 
same asI1 (a). 

Council of Economic Advisers (113): No specific answer; by im- 
plication, same as I 1 (a). 

Office of Defense Mobilization (135-136): Same as I 1 (a). 


I 1 (d). Business, trade, and other groups with an economic interest 


Bureau of the Budget (47-48): No specific answer; by implica- 
tion, same asI 1 (a). 

Council of Economic Advisers (113): Nospecific answer ; by impli- 
cation, same as I 1 (a). 

Office of Defense Mobilization (135-136): Same as I 1 (a). 


I 1 (e). Research specialists, scientists, public-affairs organizations, 
etc, 


Bureau of the Budget (47-48) : No specific answer; by implication, 
same as I 1 (a). 

Council of Economic Advisers (113) : No specific answer ; by impli- 
cation, same as I 1 (a). : 

Office of Defense Mobilization (135-136): Same as I 1 (a). 
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11. Information relating to or tending to reveal intelligence sources 
or methods (3 departments and agencies) 


I 1 (a). The press and other information media 


Central Intelligence Agency (56). 

Defense Department (117-118) : Information disclosure of which 
would be of intelligence value, where particular circumstances render 
it impracticable to technically “classify” it under Executive Order 
10501; information as to identity of confidential informants and in- 
formation furnished by them in confidence. 

Department of State (458-559): Information concerning atomic 
energy, intelligence activtites, cryptographic operations, and related 
matters, which are subject to special requirements of law and regula- 
tions, are not available to the press. 


11 (0). The Congress (includes ITI 1 (a) (6) (e)) 


Central Intelligence Agency (56 and 61): No specific answer; “in- 
formation relating to the activities of the Central Intelligence Agency 
required for appropriations and substantive legislation 1s made avail- 
able to the appropriate committees” ; information furnished on request ; 
there is no exception by category or type; but proper safeguards are 
insured. 

Defense Department (118 and 130): Department policy to make 
available to members and committees and their authorized representa- 
tives all information possessed by Department subject to “restrictions 
precluding release or limiting access established by higher authority 
in the form of law or Executive directive” (not applicable to requests 
for information for constituents). 

Department of State (458-459 and 476-477): At pages 476-477 it 
is stated that to individual members, classified from missions 
overseas and encrypted telegrams in their original form are not avail- 
able (no statement as to other types of information) ; to committees, 
apparently the general rule about documents carrying the highest secu- 
rity classification would apply—that is, that such documents would 
not be given for permanent retention in committee files, but that docu- 
ments with a lower classification would be freely given to committees 
in connection with consideration of legislation or discussion of policy 
matters within the area of their statutory responsibility, when the 
Department is assured that proper precautions in its handling will be 
followed (classified information is given orally in executive sessions 
on an off-the-record basis); other than investigative information is 
available to committees upon subpena unless its disclosure would be 
contrary to law or prejudicial to the national interest or security. 


I 1 (c). Other Federal agencies 


Central Intelligence Agency (56) : No specific answer but, by impli- 
cation, such information is not available. 

Defense Department (119): All information made available on a 
“need to know” and “cleared to receive” basis when such agency has 
a legitimate requirement for it. 
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Department of State (458-460): No specific answer; in general, 
all information required by another agency in the performance of its 
duties is made available; such agency must be prepared to handle 
classified information as required by law or regulation; such material 
originating in another agency is not furnished by the Department to a 
third agency without consent of the originating agency. 


I 1 (d). Business, trade, and other groups with an economic interest 


Central Intelligence Agency (56) : No specific answer but, by impli- 
cation, such information is not available. 

Defense Department (119) : Same as I 1 (a). 

Department of State (458-460): In general, the same as I 1 (a). 


I 1(e). Research specialists, public affairs organizations 
ete. 


Central Intelligence Agency (56) : No specific answer but, by impli- 
cation, such information is not available. 

Defense Department (119): Same as I 1 (a) except that certain 
information is made available to properly cleared persons on a need- 
to-know basis in connection with work they are doing for the Gov- 
ernment. 

Department of State (458-460) : In general, the same as I 1 (a) 
(special permission may be granted under departmental regulations to 
engage in research in the the departmental files, but there is no indi- 
cation as to what types of information are included). 


12. Information contained in official communication between govern- 
ments (three departments and agencies) 


I 1 (a). The press and other information media 


Bureau of the Budget (46) : Gathering or delivering defense infor- 
mation to aid foreign governments. 

International Cooperation Administration (287). 

Department of State (458-459): Policy is to make available as 
much data concerning international negotiations as possible, at earliest 
possible date, but documentary raw materials, documents passing to 
and fro from our missions abroad and similar information produced 
in the course of negotiations or policy determination are withheld 
until later agreement is reached among the countries concerned ; not 
disclosed if contrary to the public interest or detrimental to the con- 
duct of foreign relations. 


I1(). The Congress (includes III 1 (a) (6) (e)) 


Bureau of the Budget (46 and 52): No specific answer indicating 
any difference between I 1 (6) and1I1 (a). 

International Cooperation Administration (287-288 and 295): No 
specific answer. 

Department of State (458-459 and 476-477): At pages 476-477 it 
is stated that communications with other governments are not given 
to members without the consent of the other government, but there 
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is no specific answer as to the availability of such communications to 
committees on request (apparently the general rule about documents, 
carrying the highest security classification woud apply, that. is, that 
such documents would not be given for permanent retention in com- 
mittee files, but that documents with a lower classification would be, 
freely given to committees in connection with consideration of legis- 
lation or discussion of policy matters within the area of their statutory 
responsibility, when the Department is assured that proper precau- 
tions in its handling will be followed); upon subpena, other than 
investigative information is furnished to committees unless its dis- 
closure woud be contrary to law or regulation or prejudicial to the 
national interest or safety. 


IT 1 (c). Other Federal agencies 


Bureau of the Budget (46): No specific answer indicating any dif- 
ference between I 1 (c) and 11 (4). 

International Cooperation Administration (288): No restrictions 
on information required by agencies in carrying out their responsi- 
bilities. 

Department of State (458-459) : No specific answer; in general, all 
information required by another agency in the performance of its 
duties is made available; such agency must be prepared to handle 
classified information as required by law or regulation (no indication 
as to possible application of this policy to communications between 
governments). 


I 1(d). Business, trade, and other groups with an ecomonic interest 


Bureau of the Budget (46): No specific answer indicating any dif- 
ference between I 1 (d) andI1 (a). 

International Cooperation Administration (288): Same asI 1 (a) 
except press news bulletins are not available until after release date. 

Department of State (458-460): In general, the same as I 1 (a). 


I 1 (e). Research specialists, scientists, public-affairs organiza- 
tions, etc. 


Bureau of the Budget (46): No specific answer indicating any dif- 
ference between I 1 (¢) andI1 (a). 

International Cooperation Administration (288): Same asI 1 (a) 
except press news releases are not available until after release date. 

Department of State (458-460): In general, the same as I 1 (a) 
(special permission may be granted under departmental regulations 
to engage in research in the Goartineneal files, but there is no indica- 
tion as to what types of information are included). 


13. Agencies which have no information which is not available (four 
agencies) 


I 1 (a). The press and other information media 


Fine Arts Commission (222). 

Indian Claims Commission (259). 
National Capital Housing Authority (342). 
Veterans’ Education Appeals Board (527). 
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I 1(0). The Congress (includes IIT 1 (a) (4) (e)) 


Fine Arts Commission (222): SameasI1 (a). 
Indian Claims Commission (259 and 261): SameasI1 (a). 
National Capital Housing Authority (342 and 344): Same as I 


a). 
Veterans’ Education Appeals Board (527): Same asI1 (a). 


I 1 (c). Other Federal agencies 


Fine Arts Commission (222) : Same asI1 (a). 

Indian Claims Commission (259) : Same as 11 (a). 

National Capital Housing Authority (342) : Same as I1 (a). 
Veterans’ Education Appeals Board (527) : Same as I 1, (a). 


11 (d). Business, trade, and other groups with an economic interest 


Fine Arts Commission (222) :SameasI1 (a). 

Indian Claims Commission (259): Same asI1 (a). 

National Capital Housing Authority (342) :Same as I1 (a). 
Veterans’ Education Appeals Board (527): Same as I 1 (a). 


1 (e). Research specialists, scientists, public-affairs organizations, 
ete. 


Fine Arts Comunission (222) :SameasI1 (a). 

Indian Claims Commission (259) : Same as I 1 (a). 

National Capital Housing Authority (342): Same as I 1 (a). 
Veterans’ Education Appeals Board (527): Same as I 1 (a). 


14. Agencies which replied by reference to attached materials which 
were not published in the committee print containing replies to 
the questionnaire (one agency) 


I 1 (a) (0) (ec) (ad) (e) and III 1 (a) (8) (ce). The press; the Con- 
gress; other Federal agencies; business, trade, and other groups 
with an economic interest ; and research specialists, scientists, public- 
affairs organizations, ete. 


Interstate Commerce Commission (302, 304-308): Information is 
available to the public generally, except as otherwise provided in ap- 
pendix A, section 0.10 (b) (3), herem called the limited-inspection 
rule (appendix A not included in committee print), and in appendix 
B (305-08). Appendix B states that several sections of the ICC Act 
make it mandatory that information received by the Commission will 
not be made public (no explanation of what this information is) ; 
other sections (quoted at pp. 307-308) make public discretionary (no 
information as to actual use of this power. The ICC General Counsel 
wrote that his office has never refused to issue information to other 
Federal agencies as well as to Congress, and that there had been no 
occasion to answer any request for information which might be af- 
fected by security considerations (this statement at p. 308). 
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15. Agencies which replied that they did not make available informa- 
tion in official records and files, documents, memoranda, etc., but 
without specifying the types of information in these records, 
etc. (1 department, 1 agency) 


I1 (a). The press and other information media 

Civil Service Commission (82): Not available. 

Post Office Department (383) : The “raw files,” because they contain 
confidential materials; specific information requests are recognized 
and answered, without permitting inspection of the “raw file.” 

I 1 (6). The Congress (includes III 1 (a) (6) (e)) 

Civil Service Commission (82 and 92): At page 82, same asI 1 (a) ; 
at page 92, nothing relevant. — 

Post Office Department (382-383 and 391) : Same as I 1 (a). 

I 1 (ec). Other Federal agencies 


Civil Service Commission (82): SameasTI1 (a). 
Post Office Department (383): SameasI1 (a). 


I 1 (d). Business, trade, and other groups with an economic interest 


Civil Service Commission (82): SameasI1 (a). 
Post Office Department (383): SameasI1 (a). 


I 1 (e). Research specialists, scientists, public-affairs 
organizations, etc. 


Civil Service Commission (82): SameasI1 (a). 
Post Office Department (383): Same asI1 (a). 


16. Agencies stating that they made available all information except 
what is specifically restricted by statute, Executive orders, and 
Presidential directives, departmental administrative regulations, 
and Bureau of the Budget instructions (six departments and 
agencies) 


I1 (a). The press and other information media 


American Battle Monuments Commission (27) : Commission com- 
plies with general legal and regulatory restrictions imposed on all 
agencies regarding furnishing information inimical to Government's 
interest or which would injure the reputation of an individual. 

Civil Aeronautics Board (65) : Information required to be withheld 
by “certain provisions of the Civil Aeronautics Act of 1938.” 

Federal Reserve System (196-197) : Information covered by spe- 
cific legal prohibition against disclosure (one example was given re- 
lating to public disclosure of findings of fact and orders in proceedings 
for removal of directors or officers of member banks). 

Department of Health, Education, and Welfare (240): Makes 
available all information insofar as it can do so within the framework 
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of statutes, executive orders, and administrative rules and regulations 
designed to serve the public interest. 

Treasury Department (503-504, 511) : Information the publication 
of which is prohibited or restricted by statute, departmental regula- 
tions, or Executive orders, or by compelling reasons in the general 
public interest—“particular circumstances may warrant exceptions” 
to the Department’s general policy. 

Advisory Committee on Weather Control (529): Information the 
release of which would violate the law. 


I.1(). The Congress (includes ITI 1 (a) (0) (e)) 


American Battle Monuments Commission (27): Same as I 1 (a). 

Civil Aeronautics Board (65 and 68) : At page 65, same as I 1 (a); 
at page 68, information classified as top secret and 3 next lowest grades 
is not furnished members unless authorized to receive it under admin- 
istrative memoranda 40 (2R), 43 (2R), and 55, or other pertinent di- 
rectives; in the case of committees sections 1104 and 902 (f) of the 
Civil Aeronauties Act, which expressly limit dissemination of infor- 
mation, might make it impossible for CAB to furnish it to committees, 
but this issue has never risen. 

Federal Reserve System (196-197 and 204): At pages 196-197 no 
specific answer, but statement that FRS furnishes factual information 
and transmits, on request, its views and recommendations concerning 
pending legislation; at page 204 it is stated that FRS submits to Con- 
gress information which it would not find it appropriate to furnish 
others, but that the Board could not furnish “to anyone” advance in- 


formation meena aS certain types of pending action. 
e 


Department of Health Education, and Welfare (240 and 247): 
Same as I 1 (a) except that “often” Congress or individual members 
can receive on a confidential basis material which otherwise would 
be limited ; at page 247 it is stated that the only information not avail- 
able to members and commitees is that restricted by statutes, etc., 
listed in I 2. 

Treasury Department (503-504, 508-509 and 511) : Same as I 1 (a). 
Advisory Committee on Weather Control (529 and 531): Same as I 
1 (@). 

te I 1 (c). Other Federal agencies 


American Battle Monuments Commission (27): Same as I 1 (a). 

Civil Aeronautics Board (65) : Same asI1 (a). 

Federal Reserve System (196-197): Information is furnished as 
needed in performance of official duties (with restrictions on publica- 
tion of affairs of individual banks). 

Department of Health, Education, and Welfare (240) : Same as I 
1 (a). 

Teoans Department (503-504, 511): Same as I 1 (a), except that 
another agency is given access to restricted information if it is 
charged with official responsibility with respect to the subject matter. 

Advisory Committee on Weather Control (529): The same as I 1 
(a) except that the Committee cooperates with six other agencies rep- 
resented on its membership in doing some of its evaluation work. 
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I1(d). Business, trade, and other groups with an economic interest 


American Battle Monuments Commission (27): Same as I 1 (a). 
Civil Aeronautics Board (65) :SameasI1 (a). 

Federal Reserve System (196-197) : Same asI1 (a). 

Department of Health, Education, and Welfare (240): Same as I 


1 (a). 
eatin Department (503-504, 511) : SameasI1 (a). 
Advisory Committee on Weather Control (529): Same as I 1 (a). 


I 1 (e). Research specialists, scientists, public-affairs organizations, 
etc. 


American Battle Monuments Commission (27): Same as I 1 (a). 

Civil Aeronautics Board (65) : Same asI1 (a). 

Federal Reserve System (196-197) : Same asI1 (a). 

: 7 yaar of Health, Education, and Welfare (240): Same as I 

a). 

reasury Department (503-504, 511) :SameasI1 (a). 

Advisory Committee on Weather Control (529): Same as I 1 (a), 
except that temporary employees or consultants become familiar with 
information, but they are bound by same requirements of law and 
policy as are permanent employees. 


B. Question $ (d) 


I. 3. What terms do you use to describe restrictions placed on im- 
parting information? 

(a) Please define each term to indicate the type of informational 
material which it includes, to what group or individuals it applies, and 
what exceptions are made in its application. 

The following analysis indicates the use by the executive depart- 
ments and agencies of two “systems” of restrictive terms: (1) those 
imposed under Executive Order No. 10501, November 5, 1953 (safe- 
guarding information in the interests of national defense) ; and (2) 
those imposed by the individual departments and agencies for their 
respective internal use. 


(A) SUMMARY TABLE 


Use of classification terms under Executive Order No, 10501: 


28 departments and agencies indicated use of these terms; 4 
agencies indicated protection of information so classified by other 
agencies ; 

22 departments and agencies either indicated that they did not 
use these terms, or made no statements; and 

6 departments and agencies replied in such form that no specific 
answer could be determined. 

Use of classification terms established by the department or agency 
itself : 

40 departments and agencies indicated use of such terms; 

14 departments and agencies gave no indication of the use of 
such terms; and : 

6 departments and agencies replied in such form that no specific 
answer could be determined. 
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(B) A SOMEWHAT MORE DETAILED ANALYSIS INDICATES THE VARIATIONS IN 
USE OF THE TWO TYPES OF CLASSIFICATION TERMS 


1. Agencies indicating use of no classification terms other than those 
provided in Executive Order No. 10501: Five agencies. 

2. Agencies indicating (1) use of classification terms provided in 
Executive Order No. 10501, and also (2) use of classification terms 
established by the agency itself: 28 departments and agencies. 

3. Agencies indicating (1) their use of classification terms estab- 
lished by themselves, as well as (2) protection of materials classified 
by other agencies under Executive Order No. 10501: Two agencies. 

4. Agencies indicating (1) no use of classification terms established 
by themselves, but (2) protection of materials classified by other 
agencies under Executive Order No. 10501: Two agencies. 

5. Agencies indicating (1) no use of classification terms under Ex- 
ecutive Order No. 10501, but indicating (2) use of classification terms 
established by themselves: 15 departments and agencies. 

6. Agencies using no classification terms because they impose no 
restrictions on availability of information: Five agencies. 

7. Agencies using no special terms for classification, but without 
clear indication as to whether or not all information is made available: 
Two agencies. 

8. Agencies which replied in such form that no specific answer could 
be determined: Six departments and agencies. 


Cc. USING THE 8 SUBHEADINGS UNDER (B), ABOVE, THE 60 EXECUTIVE 
DEPARTMENTS AND AGENCIES ARE LISTED BELOW 


1. Agencies indicating use of no classification terms other than those 
provided in Executive Order No. 10501 


Foreign Claims Commission (223). 
General Services Administration (229). 
National Science Foundation (357). 
National Security Council (361). 

Small Business Administration (447). 


2. Agencies indicating (1) use of classification terms provided in Ex- 
ecutive Order No. 10501, and also (2) use of classification terms 
established by agency itself 


Department of Agriculture (10-11). 
Atomic Energy Commission (30-31). 
Central Intelligence Agency (57). 
Civil Aeronautics Board (65). 
Civil Defense Administration (73). 
Civil Service Commission (84-85). 
Department of Commerce (102-103). 
Department of Defense (121). 

ce of Defense Mobilization (138-139). 
Export-Import Bank of Washington (147). 
Federal Communications Commission (161-165). 
Department of Health, Education and Welfare (240). 
Housing and Home Finance Agency (254). 
United States Information Agency (263-264). 
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Department of Interior (274-275). 
International Cooperation Administration (288-289). 
Department of Justice (312). 

Department of Labor (324-325). 

National Advisory Committee for Aeronautics (335). 
Post Office Department (384-385). 

Renegotiation Board (409). 

Department of State (462-464). 

United States Tariff Commission (490-491). 


Agencies indicating their use of (1) classification terms established 
by themselves, as well as (2) protection of materials classified by 
other agencies under Executive Order No. 10501 


Federal Mediation and Conciliation Service (182). 
Veterans’ Administration (516). 
Agencies indication (1) no use of classification terms established by 


themselves, but (2) protection of materials classified by other 
agencies under Executive Order No. 10501 


Council of Economic Advisers (113). 
National Security Training Commission (368). 


. Agencies indicating (1) no use of classification terms under E'weeu- 


tive Order No. 10501 (either by specific statement or by omission 
of reference to it), but indicating (2) use of classification terms 
established by themselves 

Bureau of the Budget (48). 

Federal Coal Mine Safety Board of Review (155). 

Federal Deposit Insurance Corporation (174-175). 

Federal Power Commission (186). 

Federal Reserve System (198). 

Federal Trade Commission (211). 

National Labor Relations Board (349). 

National Mediation Board (354-355). 

Panama Canal Company-Canal Zone Government (373). 

St. Lawrence Seaway Development Corporation (426). 

Securities and Exchange Commission (430). 

Selective Service System (439). 

Smithsonian Institution (455). 

Subversive Activities Control Board (482). 

Tennessee Valley Authority (494). 


. Agencies using no classification terms because they impose no re- 


strictions on availability of information 
American Battle Monuments Commission (27). 
Fine Arts Commission (222). 
Indian Claims Commission (259). 
National Capital Housing Authority (342). 
Veterans’ Education Appeals Board (527). 


Agencies using no special terms for classification, but without clear 
indication as to whether or not all information is made available 

National Capital Planning Commission (346). 

Redevelopment Land Agency (402). 
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8. Agencies which replied in such form that specific answer could 
not be determined 
Farm Credit Administration (152). 
Interstate Commerce Commission (302). 
Railroad Retirement Board (396). 
Rubber Producing Facilities Disposal Commission (417). 
Department of the Treasury (504). 
Advisory Committee on Weather Control (530). 


{D) CLASSIFICATION TERMS (OTHER THAN THOSE PROVIDED IN EXECU- 
TIVE ORDER NO. 10501) USED BY DEPARTMENTS AND AGENCIES 


Department of Agriculture (10-11): “Administratively confi- 
dential” is applied to information in an intermediate stage prior to final 
decisions or release ; generally applied on a temporary basis for official 
use only; not to be distributed to persons outside Federal agencies 
except, with approval of the head of the originating agency, to colla- 
borators needing it in connection with their work with the Department. 

Atomic Energy Commission (30-31) : 

1. “Restricted data” as defined in the Atomic Energy Act of 1954 to 
include data concerning design, etc., of atomic weapons, production of 
special nuclear material, and use of special nuclear material in produc- 
tion of energy; but does not include data declassified etc., pursuant to 
sec. 142 (no further explanation) ; this applies to all restricted data 
or other classified information in possession of personnel of AEC, its 
contractors, or licensees, without exception. 

2. “Official use only” is used to identify privileged information not of 
security significance; its dissemination is restricted to persons requir- 
ing it in conduct of official business. 

Bureau of the Budget (48) : 

1. “Limited to official United States Government use” 

2. “Limited to official Bureau of the Budget use” 

3. “Administratively restricted to” * * *, with indication of desig- 
nated person or organizational use. 

These terms are defined in section 1060, Bureau of the Budget 
Manual. The second and third categories usually apply to information 
concerned with the Bureau’s role as staff assistant to the President. 
There are a few circumstances, as described, in which materials classi- 
fied under these three categories are available outside the restrictions. 

Central Intelligence Agency (57): Special handling is required for 
information relating to intelligence sources and methods to assure its 
availability only on a need-to-know basis within and without the 
agency (no specific term is given in the reply). 

Civil Aeronautics Board (65) : “For official use only” (no explana- 
tion of materials included in this category) reference to CAB Manual, 
administrative memorandums 40 (2R),43 (2R), and 55. 

Civil Defense Administration (73): “Restricted data” which in- 
cludes all information received by CDA from the Atomic Energy 
Commission, as defined in the Atomic Energy Act of 1954; these ma- 
terials released only to persons possessing proper clearance on a need- 
to-know basis. 

Civil Service Commission (84-85) : 

1. “For United States Government use only” is applied primarily 
to (a) reports of investigations conducted by the CSC under Executive 
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Order 10450 and specific legislative authority; and (6) test materials 
used in civil service examinations. Reports under (a) are released 
only to other agencies; those under (6) are given to applicants when 
they take “exams.” 

2. “Medical—private” is applied to privileged and confidential ma- 
terials, and covers information secured in connection with examina- 
tions of oh a and employees, and employees retired for disabil- 
ity; available under certain conditions to physicians. 

Department of Commerce (102-103) : 

1, “Confidential” (by law) applies to information that has been 
restricted by specific legislation; it is available as provided in such 
legislation. 

2. “Administratively restricted” applies to matters relating solely 
to internal management, information given in confidence, and infor- 
mation restricted under Presidential directives, Executive orders, or 
directives of regulatory agencies. 

There are three subclassifications : 

(a) “Official use only” 
(6) “Limited official use” 
(c) “For official distribution” 

These materials are available to Members of Congress and other 
Federal agencies on an official need-to-know basis. 

Department of Defense (121) : 

1. “Confidential—modified handling authorized” was established by 
the Secretary of Defense under authority of section 14 of Executive 
Order 10501; it identifies information requiring wide dissemination 
in connection with combat or combat-related operations, and is subject 
to less stringent methods of transmission and storage than is more 
highly classified information. 

2. “For official use only” is sometimes used for materials whose dis- 
tribution is restricted or limited by requirements of law or higher ex- 
ecutive authority, other than Executive Order No. 10501. 

Office of Defense Mobilization (138-139) : 

1. “Restricted data”—a classification used by the Atomic Energy 
Commission under section 10 (b) (1) of the Atomic Energy Act of 
1946 as amended; such data are given one of the 3 classifications pro- 
vided in Executive Order No. 10501, and only persons with a class Q 
clearance by the Atomic Energy Commission have access to them; 
these materials are available under clearances required by Executive 
Order No. 10501, on established need-to-know basis in connection with 
official duties. 

2. “Official use only” is used for matters not classified under Execu- 
tive Order No. 10501 but the disclosure of which would be contrary 
to the public or national interest. 

Export-Import Bank of Washington (147): By reference to an- 
swer to question I 1, the bank stated that the only category of informa- 
tion, other than classified information (presumably under Executive 
Order 10501) not available is confidential credit and other informa- 
tion furnished in connection with applications for loans. (No spe- 
cific term for this category was civ 

Federal Coal Mine Safety Board of Review (155) : 

1. Material received which is already marked “confidential”; by 
reference to answer I 1 (a) such materials are described as documents 
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relating to personnel security received from government investiga- 
tive agencies. 

2, “Internal documents”; by reference to answer I 1 (a) the follow- 
ing types of information are included—internal documents relating 
to the preparation of Board determinations, budgetary materials to 
be submitted to the Bureau of the Budget, and personnel records; 
generally not available, with cet gn in the case of Congress or 
other Federal agencies as described in I 1() and (c). 

Federal Communications Commission (161-165) : 

1. “For FCC use only” (163) 

2. “Not for public inspection” (163) 

3. Not for publication” (163) 

4. “Items prepared by the staff for Commission agenda (which 
are not made available to the public) are prepared on a distinctive 
colored paper ; no particular term is used” (163) 

The classifications (1) to (4) include such information as that filed 
with the Commission on a confiidential basis by its licensees and manu- 
facturers, working papers, and matters relating solely to internal 
management. These are described in full and their availability is ex- 
plained at pages 164-165. 

Federal it Insurance Corporation (174-175): “Confidential 
and privileged” records and information as described in the regula- 
tions adopted by the Board of Directors (12 C. F. R., section 309.1 
(a) ), the release of which is described in section 309.1 (b) (1) of the 
regulations; these records include any records or information pertain- 
ing to any bank or the internal operations and affairs of the corpora- 
tion (explained in detail at pp. 174-175). 

Federal Mediation and Conciliation Service (182) : The president’s 
directive of March 13, 1948, on the subject of the confidential status 
of employee loyalty records, (2) Executive Order 10501 of December 
15, 1953, and (3) General Order No, 1 of the Service, of September 8, 
1953, fully describe the Service’s restrictions on imparting informa- 
tion. The Service originates no classified security material and safe- 

ards such of it as may come from another agency in connection with 

ispute cases. (No answer as to terms used to describe restrictions.) 
ederal Power Commission (186): “Confidential” material, which 
includes correspondence; staff memoranda and other interoffice docu- 
ments; agendas of Commission meetings; budget matters, until sub- 
mitted to the Congress by the President; reports to congressional com- 
mittees and Government agencies until released by the recipients; or- 
ders and opinions adopted but not yet issued; and information taken 
from books, etc., of companies during the course of staff investigations. 

Restricted as to availability to persons and groups except Congress, 
and exceptions are made only upon order of the Commission. 

Federal Reserve System (ve : “Confidential (F. R.)” covers docu- 
ments which do not have classified information (the Board does not 
have authority to classify under Executive Order 10501) but which are 
intended for internal use; by reference to answer to I 1 (a) this in- 
cludes (a) information covered by specific legal prohibition against 
disclosure, (>) information concerning determination of credit and 
monetary policies in the national monetary field, and (c) information 
concerning affairs of individual banks and other confidential informa-. 
tion. Such information in proper circumstances might be disclosed 
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to appropriate persons; in the last analysis, by action of the Board of 
Governors. 

Federal Trade Commission (211) : “For staff use only” is used to 
designate information which the Commission has not yet made public. 
By reference to answer to question I 1 (a) at page 208, this type of in- 
formation is defined to include records, files, documents, etc., other 
than materials described as available to the public in section 1.132 of 
the Commission’s Rules of Practice and Procedure, Subpart M— 
Public and Confidential Information (pp. 207 and 208). Section 
1.133 describes confidential information. In general, the latter type 
includes applications for FTC complaints and the investigational and 
history files in FTC cases, as well as reports in writing to the Com- 
mission, and papers containing trade secrets and names of customers. 
Section 1.134 contains provisions for release of confidential informa- 
tion (208). 

Department of Health, Education and Welfare (240) : 

1. “Confidential (administrative)” is used as a general term to de- 
scribe items such as budget information until it is released by the 
President. 

2. “Confidential (personnel)” is used to describe personnel records 
which are not gener: i y available. 

Housing and Home Finance Agency (254): Other than the terms 
provided in Executive Order No. 10501, “no particular terms are used 
to describe restrictions placed on imparting information.” 

United States Information Agency (263-264): USIA honors re- 
strictions such as “For United States Government use only,” “Lim- 
ited official use,” etc., prescribed by other departments on informa- 
tion other than that classified under Executive Order No. 10501. 

Department of Interior (274-275) : 

Four terms for materials prepared for use only in the Department 
or within the executive branch: 

1. “Confidential” 

2. “For United States Government use only” 

3. “Administrative confidential” 

4. “For administrative use only” 

Information classified under i 4 is available only to personnel of 
the Department authorized to have access to it. Upon request from 
sources outside the Department a review is made to permit making it 
available “when not prejudicial to the interests of the Government.” 

International Cooperation Administration (288-289) : “For official 
use only” (see Manual Order 610.1). (No explanation of application 
of this term.) 

Department of Justice (312): 

1. Investigative reports of the FBI (as described at pp. 310-311). 

2. Pending litigation or prosecution (as described at p. 310). (No 
specific answer to question I 3 (a) other than that above, although 
it is clear from the Department's reply that it does have its own 
system of internal] classification. ) 

Department of Labor (324-325) : There are several types of “con- 
fidential” information not to be confused with “confidential” under 
Executive Order No. 10501. These are not usually given a formal 
classification which is stamped on the material, but are called “con- 
fidential” because the Department has accepted them under the prom- 
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ise of holding them in confidence. If marked at all, these designa- 
tions are used—“for official use only,” “for administrative use only,” 
“not for publication,” or “limited official use. These terms are self- 
explanatory. 

National Advisory Committee for Aeronautics (335) : 

1, “Special release research memorandum” covers research or tests 
performed at the request of another Government agency, or for indus- 
try on a fee basis, normally available only to such agency or industry. 

2. “Service research memorandum” is similar to (1) but is per- 
formed for military services and is available only to the service or 
contractor concerned. 

Distribution and classification of (1) and (2) above are controlled 
by the source for which the research was performed. 

National Labor Relations Board (349): The only classification of 
NLRB—originated information that is not disclosed is that of inter- 
nal communications and consequently there is no need for formal 
classifications (no special term was given). 

National Mediation Board (354-355) : All information except case 
files, which contain confidential information, are available. (No spe- 
cial term was given.) 

Panama Canal Company-Canal Zone Government (373): “For 
official use only” is applied to information which must be withheld 
in the public interest, and information in which the general public has 
no interest. 

Post Office Department (384-385) : 

1. “Confidential” is not available outside the Department, but is 
available within the Department on a need-to-know basis. 

2. “Restricted for use of principal staff” is available to the Post- 
master General’s staff. 

3. “Restricted to headquarters” is available to the headquarters or- 
ganization of the Department. 

The materials in (1), (2), and (3) consist mostly of writings ex- 
changed between officials and bureaus of the Department relating en- 
tirely to internal management or the planning of operations. 

Renegotiation Board (409): No particular term is used for confi- 
dential business information, availability of which is limited “by high- 
er authority.” In the reply to 11 (@) it is stated that (1) such infor- 
mation is available to other Government agencies whose duties require 
them to have knowledge of it, and (2) in the absence of Presidential 
directive to the contrary all information is available to Congress (408). 

St. Lawrence Seaway Development Corporation (426): “For use 
only within the Commission” is the only term used. It covers material 
held up for publicizing pending outcome of planning or negotiations. 

Securities and Exchange Commission (430): “Confidential treat- 
ment” covers information obtained from companies filing registration 
statements, such as trade secrets, and in general information “the dis- 
closure of which might be contrary to the public interest.” Investi- 
a files and correspondence are generally not available unless the 

‘ommission directs otherwise. 


Selective Service System (439): “Confidential” (as described in 
answer to I.-2) includes the contents of a registrant’s confidential 
file, except such as would be available from other sources, and then 
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only with the written consent of the individual: apparently unavail- 
able without exception re ‘ 

Smithsonian Institution (455) : 

No specific answer. The Institution releases all information to all 
on an equal basis except for the following: 

(1) ults of scientific research are released only when complete 
enough to meet public consideration. 

(2) Information obtained on travels or field trips in cooperation 
with other agencies is released only on approval of the cosponsoring 
agency. 

(3) Museum specimens are left under the care of museum directors 


and curators for informational purposes only at the discretion of 
these officials. 


Department of State (462-464) : 

1. “Limited official use” covers matters clearly not entitled to classi- 
fication under Executive Order No. 10501 as reasonably interpreted, 
but which are of a type that the Department traditionally protects, 
except as stipulated in (2) below. 

2. “Official use only” covers situations where sound operational 
principles warrant more expeditious transmission, wider distribution 
and less secure storage. 

Subversive Activities Control Board (482) : 

1. “Confidential” is applied both to reserved information concern- 
ing budgetary matters and to information on the preparation of 
Board decisions. 

2. “Hold for release” is occasionally applied to documentary mate- 
rial available to public information media. 

Tennessee Valley Authority (494) : 

“Administratively confidential” is the only term used. It covers five 
types of information described in the reply toI 1 ee) : 

(a) Staff planning in process on matters of policy not yet approved 
by the Board of Directors. 

b) Details of uncompleted negotiations. 
c) Details of TVA budget program as submitted to the Bureau of 
the Budget. 

(d) ee history record of TVA personnel (with noted ex- 
ceptions). 

(e) Records of medical examinations of TV A employees. 

United States Tariff Commission (490-491) : 

“Accepted in confidence” covers information concerning the opera- 
tions of individual business concerns which does not affect the national 
security but which the Commission is prohibited by law from re- 
vealing. 

Veterans’ Administration (516) : 

1. “Confidential and privileged,” as provided in Veterans Regula- 
tion No. 11, as amended, is used with reference to all files, etc., pertain- 
ing to claims under that regulation. eae 

2. “Personal-official” is used solely to safeguard official informa- 
tion when it has been determined by the responsible official that such 
identification and handling is eo ge Explanation is given of uses 
to which this term will not be applied. 


INFORMATION FROM DEPARTMENTS AND AGENCIES 165 
C. Question I 3 (b) 


13 (0). What terms do you use to describe restrictions placed on 
importing information? 
b) What proportion is withheld on each basis? 
he replies of the 60 departments and agencies have been analyzed 
under 4 headings. A summary of this analysis follows: 

A. Agencies which (1) failed to answer the question; (2) 
answered it incorrectly (through misunderstanding of its mean- 
ing); or (3) stated that it was inapplicable because there were 
no restrictions as to availability of their information—3#4 depart- 
ments and agencies. 

B. Agencies which stated that they had no basis for estimating 
the proportions of information withheld under various types of 
classification in their respective agencies—five departments and 
agencies. 

C. Same as B above, except that the agencies gave in addition 
general estimates or explanations constituting partial answers to 
the question—11 departments and agencies. 

D. Agencies which gave general estimates or explanations con- 
stituting partial answers to the question—10 departments and 
agencies. 

The remainder of this section consists of a listing of the departments 
and agencies under the four headings in the summary above. 


(A) Agencies which (1) failed to answer the question; (2) answered 
it incorrectly (through misunderstanding of its meaning) ; or (8) 
stated that it was inapplicable because there were no restrictions 
as to availability of their information 

American Battle Monuments Commission (27-28). 
Central Intelligence Agency (57). 

Civil Defense Administration (74). 

Council of Economic Advisers (113). 
Export-Import Bank of Washington (147). 

Farm Credit Administration (152). 

Federal Coal Mine Safety Board of Review (155). 
Federal Deposit Insurance Corporation (175). 
Federal Mediation and Conciliation Service (182). 
Federal Power Commission (186). 

Federal Reserve System (198). 

Federal Trade Commission (211). 

Fine Arts Commission (222). 

Foreign Claims Commission (223). 

Housing and Home Finance Agency (254). 
Indian Claims Commission (259). 

Interstate Commerce Commission (302). 

National Capital Housing Authority (342). 
National Capital saps“ ema roi (346). 
National ae as Relations Board (349). 

National Mediation Board (354-355). 

National Security Training Commission (368). 
Panama Canal Company-Canal Zone Government (373). 
Post Office Department (385). 
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Railroad Retirement Board (396). 

ete beg” ans Land Agency (402). 

Rubber Producing Fecilitise Disposal Commission (417). 
Selective Service System (439). 

Smithsonian Institution (455). 

Subversive Activities Control Board (482). 

United States Tariff Commission (490). 

Tennessee Valley Authority (494). 

Veterans’ Education Appeals Board (527). 

Advisory Committee on Weather Control (530). 


(B) Agencies which stated that they had no basis for estimating the 
proportions of information withheld under various types of clas- 
sification in their respective agencies 

Department of Defense (121). 
Department of the Interior (275). 
Renegotiation Board (409). 
Department of the Treasury (504). 
Veterans’ Administration (517). 


(C) Same as B above, except that the agencies gave in addition, gen- 
eral estimates or explanations constituting partial answers to the 
question 

Atomic Energy Commission (31): AEC has no requirement for 
keeping records of declination of information, and such records are 
not maintained, A relatively large proportion of requests for infor- 
mation received by AEC are for classified materials, due to the fact 
that a relatively large amount of their information is classified. 

Bureau of the Budget (48): Volume of material classified in ac- 
cordance with Bureau’s special terminology is quite small. It is not 
possible to estimate the proportion by type of information. 

Civil Service Commission (85): CSC classifies relatively little in- 
formation under Executive Order No. 10501. The largest category 
not available to the public is classified for official Government use only, 
and the medical-private category is a substantial one. Because of the 
varying types of documents involved, the proportion in percentage 
terms cannot be estimated. 

Department of Commerce (103): No statistical records are kept 
reflecting the i! grag of information withheld in various categories 
and it is impossible to make even an approximation in mathematical 
terms. However, it is an infinitesimal proportion of the information 
possessed by the Department. 

Office of Defense Mobilization (139) : It is not possible to estimate 
the proportion withheld on each basis. <A large part of the informa- 
tion in the possession of ODM is classified. 

Federal Communications Commission (164): Impossible to deter- 
mine proportion of information which is not made public without 
making an extensive and lengthy analysis, and such an analysis has 
not been made. The vast majority of information concerning the 
FCC and its functions is available to the public. 

General Services Administration (229) : No statistics can be devel- 
oped, but occasions for denying information are very few. 

Department of Health, Education, and Welfare (240) : Although no 
records are kept, it is a negligible amount. 
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International Cooperation Administration (289): No breakdown 
of all types of agency communications is available (explanation of 
classification of cable traffic as of August 1955 is illustrative—85 per- 
cent unclassified, no “top secret,” 1 percent “secret,” 9 percent “confi- 
dential,” and 5 percent “for official use only”). 

Department of Justice (312): Proportion of information withheld 
is slight, but records are not kept to permit determination of exact 
proportions, 

Department of State (464-465) : Not possible to state exact propor- 
tions of information protected under each category, but amount classi- 
fied as “top secret” and “secret” is much smaller than the amount classi- 
fied “confidential” or protected under administrative designations. 


(D) Agencies which gave general estimates or explanations constitut- 
ing partial answers to the question 

Department of Agriculture (11): A very small amount within defi- 
nitions in 3 (a) ; a good deal of work is done for other agencies which 
is therefore available for release only if the originating agency declassi- 
fies it. 

Civil Aeronautics Board (65) : A very small proportion is withheld, 
estimated at not over 1 percent. 

United States Information Agency (264): Relatively few docu- 
ments in secret category ; top secret is applied only infrequently ; most 
classified information in possession of USIA originated in another 
agency and was classified there. 

Department of Labor (325): By far the majority of information 
withheld falls within the informal category of “confidential” (this 
is a departmental category—not confidential under Executive Order 
No. 10501). 

National Advisory Committee for Aeronautics (335): Sixty per- 
cent of all research reports issued annually are confidential, 2 percent 
are secret, and 38 percent are unclassified. 

National Science Foundation (357) : Only a minute proportion of 
information available to NSF is classified. 

National Security Council (361): The great bulk of information 
handled by NSC is classified under Executive Order No. 10501. 

St. Lawrence Seaway Development Corporation (426): Estimated 
that there have been less than a dozen cases in which release of material 
has been delayed. 

Securities and Exchange Commission (430): Only a very small 
part of the material filed with the SEC is given the classification “con- 
fidential treatment” as trade secrets. On the other hand, investiga- 
tion files and correspondence are generally not available unless the 
Commission directs otherwise. 

Small Business Administration (447) : Proportion of information 
classified in categories described in 3 (a) is inconsequential by com- 
parison with amount released to the public. 


D. Question I 4 


I 4. If the information from your agency is restricted on security 
grounds, list the specific statutes, Presidential directives, or other bases 
for such action. 

Thirty departments and agencies (as listed under sec. 8, below) 
stated that they did not restrict information on security grounds. 
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The statements of the 30 departments and agencies reporting that 
they did restrict information on security grounds, have been analyzed 
‘to indicate the different bases for such restriction. A summary of 
the analysis follows: 

1. Constitution of the United States: 1 department and 1 


Boe 
2. Statutes: 19 different statutes. 
3. United States Supreme Court decisions: Five different cita- 
tions. 
4, Executive orders: Five different orders. 
5. Presidential and White House letters and directives: Four 
different letters and directives. 
6. Opinions and letters of the Attorney General: 2 opinions 
and 2 letters. 
7. Departmental manuals, memorandums, regulations, orders, 
etc. : 23 such items. 
8. Agencies which do not classify information on a security 
basis: 30 agencies. 
The complete listing on which the above summary is based is con- 
tained below, under the same eight headings. 
1. Constitution of the United States 
Department of Defense (123) 
Small Business Administration (448) 
2. Statutes 
5 U.S.C. 22: Department of Defense (123) 
18 U. S. C. 783 (error? possibly 793): Housing and Home Finance 
Agency (254-255) 
18 U.S. C. 793, 794: 
Civil Aeronautics Board (66) 
Department of Commerce (103) 
Department of Defense (123) 
Office of Defense Mobilization (139) 
Renegotiation Board (410) 
Department of State (468) 
18 U.S. C. 798: 
Department of Commerce (103) 
Department of Defense (123) 
Office of Defense Mobilization (139) 
Department of State (468) 
18 U.S. C. 1905: 
Department of Defense (123) 
Department of State (468) 
S. C. 4047: Department of Defense (123) 
S. C. sec. 181, 186: Department of Defense (123) 
S. C. 2161-6, 2274: Department of Defense (123) 
S. C. 31: Department of Agriculture (12) 
S. C. 783: 
Department of Defense (123) 
Housing and Home Finance Agency (254-255) 
Department of State (468) 
Atomic Energy Act of 1946 (60 Stat. 766) as amended by Atomic 
Energy Act of 1954 (68 Stat. 940) : 
Atomic Energy Commission (32) 








26 
3 
4 
5 
5 


U. 
5 U. 
2 U. 
0U. 
0U. 
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Department of Commerce (103) 

Office of Defense Mobilization (139) 

Department of Health, Education, and Welfare (241) 
National Advisory Committee for Aeronautics (336) 
Renegotiation Board (410) 

Central Intelligence Agency Act of 1949, section 7 (Public Law 110, 
8ist Cong): Central Intelligence Agency (58) 

Civil Aeronautics Act (49 U. S. C. 674): Civil Aeronautics Board 

66 

United States Information and Educational Exchange Act of 1948 
(22 U.S. C. 1436) : United States Information Agency (265) 

Internal Security Act, section 4 (b): Office of Defense Management 
(139) 

National Science Foundation Act of 1950 as amended, section 15 
(Public Law 507, 8ist Cong., as amended): National Science 
Foundation (357) 

National Security Act of 1947, section 102 (d) (3) (Public Law 253, 
80th Cong.) : Central Intelligence Agency (58) 

Small Business Act of 1953, as amended, section 209 (b) : Small Busi- 
ness Administration (448) 

Public Law 920 (8ist Cong.) section 403 (a): Civil Defense Admin- 
istration (74-75) 

3. United States Supreme Court decisions 

Boskv v. Commingore (117 U.S. 459 (1900) ) : Department of Defense 

(123) 
U. S. v. Curtiss-Wright Export Corporation (29 U. S. 304, 321 
(1936) ) : Department of State (468) 
Chicago and Southern Air Lines vy. Waterman Corp. (333 U. S. 103, 
111 (1947)) : Department of State (468) 
U.S.ex rel. Touhy v. Reaw (340 U.S. 462 (1951) ): 
Department of Defense (123) ' 
Department of State (468 
U.S.v. Reynolds et al. (345 U.S. 1 (1952) ): 
Department of Defense (123) 
Department of State (468) 


4. Executive orders 


E. O. 9835 (12 F. R. 1935) as amended (16 F. R. 3690) : 
Department of Justice (313) 
National Labor Relations Board (349) 

E. O. 10104: Department of Defense (123) 

E. O. 10450: 
Civil Defense Administration (74-75) 
Department of Defense (123) 
Housing and Home Finance Agency (254-255) 
Department of Justice (313) 
National Labor Relations Board (349) 
Small Business Administration (448) 
Department of State (468) 

E. O. Order 10501: 
Department of Agriculture (12) 
Atomic ee (32) 
Bureau of the Budget (48-49) 


8§1340—56——12 
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Central Intelligence Agency (58 

Civil Acenaiticn Board (66) 

Civil Defense Administration (74-75) 

Civil Service Commission (86) 

Department of Commerce (103) 

Department of Defense (123) 

Office of Defense Mobilization (139) 

Federal Communications Commission (162) 

Federal Power Commission (187) 

Government Services Administration (230) 
Department of Health, Education, and Welfare (241) 
United States Information Agency (265) 
Department of Interior (276) 

International Cooperation Administration (290) 
Department of Justice (313) 

Department of Labor (325) 

National Advisory Committee for Aeronautics (336) 
National Science Foundation (357) 

National Security Council (362) 

Panama Canal Company—Canal Zone Government (373) 
Post Office Department (386) 

Renegotiation Board (410) 

St. Lawrence Seaway Development Corporation (426) 
Small Business Administration (448) 

Department of State (468) 

Tennessee Valley Authority (495) 

Department of the Treasury (505) 


E. 0. 10561: Department of Labor (325) 
5. Presidential and White House letters and directives 
Presidential directive of March 13, 1948: 


Department of Defense (123) 

Housing and Home Finance Agency (254-255) 
United States Information Agency (265) 
International Cooperation Administration (290) 
Department of Justice (313) 

Department of Labor (325) 

Small Business Administration (448) 
Department of State (468) 


White House letter of August 5, 1948: 


Department of Defense (123) 
Small Business Administration (448) 
Department of State (468) 


Presidential letter to Secretary of State, April 3, 1952: 


White 





Department of Defense (123) 
Department of Labor (325) 

Prices letter to Secretary of Defense, May 17, 1954: 
Department of Defense (123) 
Office of Defense Mobilization 139) 
Housing and Home Finance Agency (254-255) 
International Cooperation Administration (290) 
Department of Justice (313) 
Department of Labor (325) 
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Small Business Administration (448) 
Department of State (468) 
6. Opinions and letters of the Attorney-General 

Volume 25 Opinions (1905) page 326: Department of Defense 
(122) 

Volume 40 Opinions (1941) page 45: Department of Defense 
(123) 

Attorney General’s letter of April 23, 1948: Department of De- 
fense (123) 


Attorney General’s letter of September 3, 1948: Department of 
Defense (123) 


?. Departmental manuals, memorandums, regulations, orders, etc. 

Atomic Energy Commission Classification Manual: National Advis- 
ory Committee for Aeronautics (336) 

Bureau of Budget Manual, section 1060; Bureau of Budget (48-49) 

Civil Service Commission (under authority of E. O. 10561) 

Federal Personnel Manual R1-35: 

Housing and Home Finance Agency (254-255) 
Department of Labor (325) 

Civil Service Commission, Memoradum No. 45 of May 7, 1952 (to all 
departments and agencies) : Department of Labor (325) 

Regulations of Civil Service Commission, part 28. Department of 
Labor (325) 

“Certain” Civil Service Commission regulations: Small Business Ad- 
ministration (448) 

Department of Commerce, Administrative Circular No. 219: Depart- 
ment of Commerce (103) 

Department of Commerce Administrative Order No. 207-2: Depart- 
ment of Commerce (103) 

Department of Commerce, Handbook of Security Regulations: De- 
partment of Commerce (103) 

1 DOD Memorandum (with specific citations): Department of De- 
fense (123) 

2 DOD Instructions (with specific citations) : Department of Defense 
(123) 

21 DOD Directives (with specific citations) : Department of Defense 
(123) 

Office of Defense Mobilization, security regulations: Office of Defense 
Mobilization (139) 

Federal Communications Commission, Commissioners’ Regulations 
for the Safeguarding of Official Information (Mimeo 98972) : Fed- 
eral Communications Commission (162) 

Secretary of the Interior’s Order No. 2761: Department of the Interior 
(276) 

Department of Justice, departmental regulations of May. 28, 1954: 
Department of Justice (313) 

Department of Labor, Budget and Management Circular No. 57 (ques- 
tion as to authorship) : Department of Labor (325) 

Panama Canal Company-Canal Zone Government, General Order No. 
3, as amended, issued by the Governor-President, implementing 
Executive Order 10501: Panama Canal Company—Canal Zone Gov- 
ernment (373) 
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Order of Postmaster General No. 55601, of April 13, 1954: Post Office 
Department (368) 

National Advisory Committee for Aeronautics, security regulations 
No. 1, December 15, 1953: National Advisory Committee for Aero- 
nautics (336) 

Department of State, Foreign Service Manual, IFSMII, sections 900- 
993 : Department of State (468) 

Department of State, Departmental Circular No. 82, February 18, 
1954: Department of State (468) 

Department of State, Manual of Regulations and Procedures, sections 
190-199, 390 : Department of State (468) 


8. Agencies which do not classify information on a security basis 
American Battle Monuments Commission (27) 
Council of Economic Advisers (113) 
Export-Import Bank of Washington (147) 
Farm Credit Administration (152) 
Federal Coal Mine Safety Board of Review (156) 
Federal Deposit Insurance Corporation (176) 
Federal Mediation and Conciliation Service (182) 
Federal Reserve System (198) 
Federal Trade Commission (212) 
Fine Arts Commission (222 
Foreign Claims Commission (223) 
Housing and Home Finance Agency (254-255) 
Indian Claim Commission (259) 
Interstate Commerce Commission (302) 
National Capital Housing Authority (342) 
National Caital Planning Commission (346) 
National Labor Relations Board (349) 
National Mediation Board (354) 
National Security Training Commission (369) 
Railroad Retirement Board (397) 
Redevelopment Land Agency (402) 
Rubber Producing Facilities Disposal Commission (418) 
Securities and Exchange Commission (430) 
Selective Service System (440) 

_ Smithsonian Institution (455) 
Subversive Activities Control Board (483) 
United States Tariff Commission (491) 
Veterans’ Administration (518) 
Veterans’ Education ay come Board (527) 
Advisory Committee on Weather Control (530) 


EB. Question I 4 (a) 


I. 4 (a). What steps have been taken by your agency to insure that 
security ree meee procedures are not being abused? 
Thirty of the 60 departments and agencies did not answer this ques- 
tion because they do not classify information on a security basis. The 
replies of the other 30 departments and agencies have been analyzed 
with the following results, in summary form: : riety 
1. — stating that only the head (a single individual or 
a board) is authorized to classify information—five departments 
and agencies. 
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2. Agencies describing the authority for classifying informa- 
tion as exercised by officials other than those in (1) above—15 de- 
partments and agencies. 

3. Agencies which did not specify responsible officials but cited 
departmental regulations—six departments and agencies. 

4. Agencies which stated that they had not exercised their 
authority to classify information sufficiently to make correction 
of abuses necessary—three agencies. 

5. One agency which did not give a specific answer. 

The remainder of this section consists of a listing of departments 
and agencies uader the five headings in the summary pn 


1. Agencies stating that only the head (a single individual or a board) 
is authorized to classify information 

Federal Communications Commission (162-165) : Question I 1, 2, 3, 
and 4 are answered as one question, and there is no specific answer to 
14 (a).) Only the Commission is authorized to impose and to remove 
restrictions on availability of information to the ublic. 

Department of Health, Education, and Welfare (241): Under 
Executive Order 10501 only the Secretary is authorized to classify 
information, and this authority cannot be delegated. 

Department of Labor (325): The Secretary is the a official with 
authority to classify and to change classifications. He has delegated 


to bureau chiefs the duty to see that classification procedures are not 
abused, to make continuous review of classifications, and to make 
recommendations for changes to him. 

National Science Foundation (357): Final authority for classifi- 


cation is limited to the Director who reviews each classification. 

Post Office Department (386): Under Executive Order 10501 the 
Postmaster General alone has authority to classify information. All 
information to be considered for classification is sent to him through 
the security officer. 


2. Agencies describing the authority for classifying information as 
exercised by officials other than those in (1) above. 

Atomic Energy Commission (32): The Division of Classification 
implements Commissions’ classification policy, providing classification 
guidance to all participants in the United States atomic-energy pro- 
gram. Responsible reviewers in various scientific fields are located 
at major atomic energy installations, and classification committees 
have been or will be established at major installations. These com- 
mittees consist of both contractor and AEC employees and are chaired 
by the latter. 

Bureau of the Budget (49): Section 1060 of the Bureau Manual 
provides that the head of each office or division and the administra- 
tive assistant to the Director shall exercise continuous review to make 
sure that no information is classified without necessity, and that classi- 
fications are not too high nor too low. 

Central Intelligence Agency (58): Senior intelligence officers are 
specifically designated to apply original security classifications. 

Civil Defense Administration (75): Security regulations issued 
January 1, 1954, clearly specify procedures, and these procedures are 
cnet in security indoctrination and periodic reindoctrination classes 
which all employees must attend. 
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Civil Service Commission (86) : Number of persons with authority 
for original classification is limited and provision is made for review 
of classified material. 

Department of Defense (123): There are detailed written direc- 
tives and other instructions of the Office of the Secretary of Defense 
and the Departments of the Army, Navy, and Air Force; specific 
pulic-information offices have been established; and there is “contin- 
uous and substantial effort” to hold restrictions on information “to 
the absolute minimum” and to review and remove such restrictions 
wherever and as soon as possible. 

Office of Defense Mobilization (139-140): The Director has dele- 
gated the authority to classify information to a limited number of 
specific individuals who may not redelegate it. 

General Services Administration (230): Security administration 
—— make periodic checks to insure that information is not over- 
classified. 

United States Information Agency (265): Executive Order 10501 
and the Agency’s regulations contain provision against unnecessary 
and over classification (automatic downgrading, security brietings 
containing warnings against overclassification, ete.). The Office of 
Security reviews classified documents and takes action in questionable 
cases. 

International Cooperation Administration (290) : The agency takes 
a variety of tatatlockinur actions for this purpose: (1) indoctrination 


of employees on the abuse of overclassification; (2) review of memo- 
randa and outgoing cables by office directors or higher authority to 


prevent overclassification; (3) agency regulations stating that it is 
the obligation of officials to downgrade or declassify as soon as con- 
ditions warrant; and (4) periodic spot checks of outgoing cables aimed 
toward decreasing classification (in 2 years there was approximately 
50 percent decrease in classified cables). 

National Advisory Committee for Aeronautics (336) : Originators 
of research reports may suggest security classifications but approval 
is centralized in the Assistant Directors for Research with review by 
the Director and Associate Director for Research. Classified material 
is periodically reviewed. 

National Security Council (362): All employees are indoctrinated 
with respect to requirements of Executive Order 10501, and authority 
to classify information is restricted to a minimum number of key 
staff officials. The Executive Secretary or the Deputy Executive 
Secretary reviews classifications and change them if they are inappro- 
priate under Executive Order 10501. 

Small Business Administration (448): <A continuing review of 
procedures is made by security officials. 

Department of State (468): The Department is making a deter- 
mined effort through its security and sdhacenthen program and its in- 
spection program to insure that procedures are not abused. Pamph- 
lets and bulletins stressing need for greater care in classification and 
outlining procedures for downgrading and declassifying on a con- 
tinuing basis are issued to employees. 

Department of the Treasury (505): The authority to administer 
classification procedures has been delegated to a few relatively high- 
ranking officers, and their official conduct is subject to close and con- 
tinuing administrative scrutiny by the heads of these agencies. 
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8. Agencies which did not specify responsible officials but cited 
departmental regulations 


Department of Agriculture (12): Records security regulations of 
the Department provide for continuing review. 

Department of Commerce (103) : For this purpose, the Department 
has issued a Handbook on Security Regulations which outlines pro- 
cedures. 

Department of the Interior (276) : Secretary’s Order No. 2761 sets 
forth procedures. 

Panama Canal Company—Canal Zone Government (374) : General 
Order No. 3, amended, established uniform standards for classifica- 
tion and dissemination within this agency. 

St. Lawrence Seaway Corporation (426) : The Corporation follows 
procedures set forth in Executive Order 10501. 

Tennessee Valley Authority (395) : Detailed instructions have been 
issued and heads of offices and divisions are required to observe and 
enforce them ; reference is made to the Administrative Code and Inter- 
divisional Instruction. 


4. Agencies which stated that they had not exercised their authority 
to classify information sufficeently to make correction of abuses 
necessary 

Civil Aeronautics Board (66): No information has been classified 
under Executive Order 10501 to date, so there has been no need to 
insure that procedures are not being abused. 

Federal nna Commission (187): Since security classifications 
have been kept within narrow confines, there has been no abuse of the 
procedures. 

Renegotiation Board (10): The five members of the Board are au- 
thorized to classify information, but have never used this authority. 
Consequently, this question is inapplicable. 


5. One agency which did not give a specific answer 
Department of Justice (313) : No specific answer (reference to reply 
to question I 1 and 2 (309-312) but there is no specific answer there). 


F. Question I 4 (b) 


14 (b). What persons in your agency are authorized to apply 
security classifications in the first instance? 

Thirty departments and agencies (as listed in I 4 (8) above) replied 
that they do not have the authority to apply security classifications. 
The replies to this question by the other 30 departments and agencies 
are summarized as follows: 

1. Agencies stating that only the head (an individual or a 
board) has authority to apply security classifications—11 depart- 
ments and agencies. 

2. Agencies stating that several different officials have the 
authority to apply security classifications—15 departments and 
agencies. 

3. Agencies which did not answer the question specifically—4 
departments and agencies. 

In the remainder of this section there is a listing of the agencies 
under the three headings in the summary table above. 
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1. Agencies stating that only the head (an individual or a board) has 
authority to apply security classifications 

Department of Agriculture (12) : Under Executive Order 10501 only 
the Secretary, without delegation, is authorized to classify documents 
in the three highest categories. 

Civil Aeronautics Board (66) : The Chairman of the Board has the 
exclusive authority to classify information. 

Federal Power Commission (187): The Chairman of the Com- 
mission. 

Department of Health, Education, and Welfare (241-242): Only 
the Secretary, as provided in Executive Order 10501; this authority 
cannot be delegated. 

Department of Interior (276): By memorandum from the Presi- 
dent of November 5, 1953, authority to classify is delegated to the 
ma. who cannot redelegate it (sec. 4, Secretary’s Order No. 

61). 

Department of Labor (325-826) : The Secretary is the only official 
with authority to classify. (He has delegated to the bureau heads 
the duty to see that security classification procedures are not abused 
and to make recommendations for changes in classification.) 

National Science Foundation (357): The Director. 

Post Office Department (386-387) : The Postmaster General alone 
has the authority under Executive Order 10501 to classify informa- 
tion, and material for consideration for classification is transmitted to 
him through the security officer. 

Renegotiation Board (410): The five members of the Board, as 
heads of the agency. 

Small Business Administration (448): The Administrator only. 

Tennessee Valley Authority (495): Only the Board of Directors 
classify information. 


2. Agencies stating that several different officials have the authority 
to apply security classifications 

Atomic Energy Commission (33) : The right to classify is restricted 
to those persons who have been specifically designated to do it—93 
officials can classify information as top secret, and the authority 
to designate as secret or confidential is restricted to supervisory, 
scientific, or technical personnel whose duties are such that they re- 
quire this authority. 

Bureau of the Budget (49): The Director, his principal assistants, 
and office and division heads are authorized to classify information 
as top secret, and not more than four principal staff members of 
each office and division may also classify secret and confidential in- 
formation. 

Central Intelligence Agency (58): Senior intelligence officers are 
specifically designated to apply original security classifications. 

Civil Defense Administration (75): Top secret classification may be 
made only by the Administrator, Deputy Administrator, Executive 
Assistant Administrator, Assistant Administrators, General Counsel, 
Director of Security Office, and regional Administrators. The classi- 
fications of secret and confidential may be made by the above officials 
and also by office directors. 
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Civil Service Commission (86): Authority for classification as top 
secret is limited to the Commissioners, the executive director, and the 
security officer. Authority for classification as secret is limited to the 
foregoing officials, plus the Director of the Bureau of Departmental 
Operations, the Director of Field Operations, the Chief of the Investi- 
gations Division, Bureau of Departmental Operations, and the Chief 
of the Security Appraisal Office. In addition to the foregoing officials, 
the regional directors may classify information as confidential. 

Department of Commerce (103): The persons authorized to apply 
security classifications are secretarial officers, office heads, bureau heads, 
division heads and their deputies, and also the persons originating 
documents requiring security classification. 

Office of Defense Mobilization (140): The following officials are 
authorized to classify top secret information: Director, Deputy Di- 
rector, General Counsel, Assistant Directors, ODM representatives to 
NSC; executive officer of the Science Advisory Committee; Director, 
programs and reports staff, security officer. In addition to the fore- 
going, their respective deputies may classify as secret. The foregoing 
officials, division chiefs, and Assistant General Counsel may classify 
as confidential. 

United States Information Agency (265): Officers originating 
documents are responsible for initial determination of classification. 

International Cooperation Administration (290): Branch chiefs or 
higher authority. 

National Advisory Committee on Aeronautics (336-337): The 
originator of research may suggest security classification. In I 4 (a) 
it is stated that approval is centralized in the Assistant Directors for 
Research with review by the Director and Associate Director of 
Research. 

National Security Council (362): Eight professional members of 
the NSC staff, under the direction of and subject to review by the 
executive secretary. 

Panama Canal Company—Canal Zone Government (374): As ap- 
plied to the company, only the President can classify information; 
as applied to the Canal Zone Government, the Governor, the Lieu- 
tenant Governor, the military assistant to the Governor, and the Chief 
of Internal Security can classify. 

St. Lawrence Seaway Development Corporation (426): The Ad- 
ministrator and/or administrative officer. 

Department of State (468-469) : By reference to reply to question 
I (3) (466-467), an employee occupying a position of division chief 
or a comparable or higher position is automatically authorized to cer- 
tify the classification (or administrative control designation) of any 
document which he is authorized to sign. This authority may be dele- 
gated to subordinates. 

Department of the Treasury (505) : The highest security classifica- 
tion may be exercised only by the Secretary, the Under Secretaries, 
the Assistant Secretaries, and the General Counsel. Lesser classifi- 
cations may be exercised by bureau heads and their designees. 


3. Agencies which did not answer the question specifically 


Department of Defense (123) : “Regulations a prions prescribe 
the limited number of persons authorized to initiate” classification un- 
der Executive Order 10501. 
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Federal Communications Commission (162-165) (questions I (1) 
(4) are answered ina single reply) : No specific answer to this question. 
General Services Administration (230): See section 401.05 of the 
attached Internal Regulations Manual GS1-1 (not printed in the com- 
mittee print). 
Department of Justice (313) (Reference is made to the reply in I 
(1) and (2) at pp. 309-312) : No specific answer. 


G. Question I (4) 


I 4 (c). What provisions are made for review of initial security 
classifications ? 

Thirty departments and agencies (as listed in I 4 (8) above) replied 
that they do not have the authority to apply security classifications. 
The replies to this question by the other 30 agencies are summarized as 
follows: 

1. Agencies stating that they have no review procedures be- 
cause they are not needed—seven departments and agencies. 

2. Agencies which described their review procedures—17 de- 
partments and agencies. 

3. Agencies which did not specifically answer the question— 
six departments and agencies. 

In the remainder of this section there is a listing of the agencies 
under the three headings in the summary table above. 


1. Agencies stating that they have no review procedures because they 
are not needed 

Civil Aeronautics Board (66): The Chairman of the Board has 
exclusive authority to apply and revise classification ; but no informa- 
tion has been classified and no review has been needed. 

Federal Power Commission (187): There is no review of the Chair- 
man’s security classifications. 

Department of Health, Education, and Welfare (242): Authority 
to classify is restricted to the Secretary, and in view of the limited 
number of documents classified by him there has been no need to estab- 
lish provisions for review. 

National Science Foundation (357): Since the Director is the only 
official authorized to classify, no review of an initial classification is 
necessary. 

Renegotiation Board (410): The Board has never classified any in- 
formation, and this question is inapplicable. 

Small Business Administration (448): The Administrator is the 
only official authorized to classify and there is no review of his 
decisions. 

Tennessee Valley Authority (495): No provisions for review, since 
initial classifications can be made by the Board of Directors only. 


2. Agencies which described their review procedures 

Department of Agriculture (12): Reviews are made continuously 
by agency records security officers and the Department’s records se- 
curity officer, prior to submission to the Secretary for approval of 
recommendations for declassification. 

Bureau of the Budget (49): The Bureau of the Budget security 
officer is responsible for periodic inspection and review to assure proper 
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compliance with rules and regulations. Authority to downgrade or de- 
classify is vested in the individual having the original classifyin 
authority, and supervisors of these employees and omen in comman 
may take such actions. 

Central Intelligence Agency (58): A classification control network 
reviews classified material for the purpose of downgrading or de- 
classification. Guidance on a continuing basis is furnished to the net- 
work by the CIA classification control officer. 

Civil Defense Administration (75): The classifying authority is 
responsible for upgrading, downgrading, or declassification, and the 
Administrator, Executive Assistant Administrator, and planning staff 
constantly review all information in an effort to declassify as much as 
possible. 

Civil Service Commission (86) : Whenever the Commission classifies 
information, notice is sent to the security officer so that review can be 
controlled, as required by Executive Order 10501. 

Department of Defense (123): Pursuant to directives and other 
instructions, personnel in the responsible chain of command are respon- 
sible for periodical review and declassification when possible (by refer- 
ence to 13 (e) at p. 122). 

Office of Defense Mobilization (140): Most of the material classi- 
fied as top secret has to be approved by the Director or Assistant 
Director, and their approval constitutes a review of initial action by 
any of the other individuals authorized to classify. Most of the 
secret and confidential classification has to be approved by the assist- 
ant directors, and their approval constitutes a review. 

General Services Administration (230): Every employee must keep 
classified information constantly under review and initiate action for 
downgrading or declassification as soon as possible. To the fullest 
extent possible the original classifying authority must indicate at the 
time of classification that, at a specified time or upon removal of classi- 
fied enclosures, the material will be downgraded or declassified. 

United States Information Agency (265): Supervisory officials re- 
viewing the work of drafting officers are responsible for approving 
initial classifications (by reference to 13 (e) at p. 264). 

Department of the Interior (276) : Secretary’s order No. 2761 pro- 
vides for semiannual review of all classified material, and for indica- 
tion at time material is submitted to Secretary for classification of a 
specified date or event after which it may be downgraded or declassi- 
fied. 

International Cooperation Administration (290): Every official is 
required to keep classified information in his custody constantly under 
review, and to initiate action for downgrading or declassification as 
soon as possible; when a request is made for classified information it 
is reviewed promptly to determine if any part or all of it may be put 
in the public domain. 

Department of Labor (325-326) : The Secretary, the only official in 
the Department with the authority to classify, has delegated to the 
bureau heads the duty of continuous review of classifications and of 
making recommendations for change in classification to him. 

National Advisory Committee for Aeronautics (337): Supervisor 
of originator of research reviews initial recommendation, and final 
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decision is made by the Assistant Director for Research having juris- 
diction of the report. 

National Security Council (362): When material is prepared by a 
member of the NSC staff, its classification is considered by the execu- 
tive secretary or the deputy executive secretary at the time of their 
review, and the classification can be amended to conform with Execu- 
tive Order 10501 (by reference to reply to I 3 (e) at p. 362). 

St. Lawrence Seaway Corporation (426): When there is a question 
of security, the official concerned presents it to the security officer for 
proper classification. Any officer may bring the question to the Ad- 
ministrator and/or the security officer for review to obtain proper 
classification. 

Department of State (468): (Reference to reply to question I 3) 
At p. 465, it is stated that classified material is kept under review and 
is declassified or downgraded as soon as possible. If automatic de- 
classifying or downgrading information is shown on the document no 
review is necessary. At page 466 it is stated that documents bearing 
classifications of top secret, secret, and confidential assigned before the 
effective date of Executive Order 10501 are reviewed to secure com- 
pliance with that order, and the provisions for settling disagreements 
as to proper classification and for changing classifications are de- 
scribed. (The provisions described above are contained in Manual 
of Regulations and Procedures, sections 196.21, 196.28, 196.41, and 
196.42). 

Department of the Treasury (505): A decision on the classification 
of a document can be questioned when it comes to the attention of any 
responsible officer other than the one who made the classification. Re- 
— for access which may be reviewable by the highest bureau or 

epartmental authority provide a continuing review process. 
3. Agencies which did not specifically answer the question: 

Atomic Energy Commission (33): No specific answer; only a de- 
scription of the method of making initial classifications. 

Department of Commerce (103): Procedures for review are out- 
lined in section 10 of the Department’s Security Regulations (not 
printed in committee print). 

Federal Communications Commission (162): All procedures for 
reviewing classified information are contained in the Commission’s 
Regulations for the Safeguarding of Official Information (mimeo 
98972) (not printed in the committee print). 

Department of Justice (313) (reference to reply to questions I (1) 
and (2) at pp. 309-311: No answer to this question other than a refer- 
ence to the Attorney General’s regulations, at page 312 (no specific 
citation). 

oes Canal Company-Canal Zone Government (374): Initial 
security classification decisions are reviewed under the criteria set 
forth in Executive Order 10501. ; 

Post Office Department (386-387) : No specific answer. 


H. Question I 4 (d) 
14 (d). Whoreviews initial classifications? 


Thirty departments and agencies (as listed in I 4 (8) above) 
replied that they do not have the authority to apply security classifica- 
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esr The replies by the other 30 agencies are summarized as fol- 
ows: 
1, apn stating that they have no review procedures be- 
cause they are not needed: 8 departments and agencies. 
2. Agencies which named the official or officials reviewing 
initial classifications: 20 departments and agencies. 
3. Agencies which did not specifically answer the question— 
1 department and 1 agency. 
In the remainder of this section there is a listing of the agencies 
under the three headings in the summary table above. 


1. Agencies stating that they have no review procedures because they 
are not needed 


Civil Aeronautics Board (66) : The chairman has exclusive author- 
ity to apply and revise classifications. By implication, there is no 
review. 

Federal Power Commission (187) : There is no review of the Chair- 
man’s initial classifications. 

Department of Health, Education and Welfare (242): Only the 
Secretary has the authority to classify. By implication, there is no 
review. 

Department of the Interior (276) : Authority to classify rests with 
the Secretary, and there is no review. 

Post Office Department (386-387): The Postmaster General alone 
has authority to segs, Farm woery The security officer transmits 
to him information to be considered for classification. By implica- 
tion, there would be no review. 

Renegotiation Board (410) : Since the Board has never classified any 
information, this question is inapplicable. 

Small Business Administration (448) : Since the Administrator is 
the sole authority for classification, there is no review. 


Tennessee Valley Authority (495) : Initial classification is made by 
the Board of Directors, and there is no review. 


2. Agencies which named the official or officials reviewing initial clas- 
sifications 

Department of Agriculture (12) : The Department records security 
officer. 

Atomic Energy Commission (33): If questions involving initial 
classification arise, they may be resolved by field classification com- 
mittees, the laboratory director, or other responsible operating of- 
ficials. In addition, responsible reviewers are available to render 
opinions. If the foregoing officials cannot arrive at a decision, the 
question is referred to the Division of Classification. 

Bureau of the Budget (49): The head of each division and the ad- 
ministrative assistant to the Director exercise continuing review, 
and the security officer conducts periodic inspection and review to 
secure proper compliance with rules and regulations. 

Central Intelligence Agency (58): A classification-control network 
reviews classified material under the guidance of the classification- 
control officer. 

Civil Defense Administration (75): The classifying authority is 
oy ea for initial classification and subsequent changes. The 
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nistrator, Executive Assistant Administrator, and planning staff 
exercise continuous review. 
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Civil Service Commission (86) : The security officer. 
Department of Commerce (103) : Generally secretarial officers, office 
heads, bureau heads, division heads, and their deputies review classi- 
fication in collaboration with their respective security officers. 

Department of Defense (123) (by reference to reply to I (3) (7) at 

. 122) : Normally, review is made at the next highest supervisory level 
ut, if there is difficulty, the review could be made by the Secretary 
of Defense or the Secretaries of the military departments. 

Office of Defense Mobilization (140) : The Director or the Assistant 
Director review most of the top secret material initially classified by 
the Assistant Directors or other authorized individuals and the Assist- 
ant Directors review most of the secret or confidential classifications 
made by authorized individuals. 

General Services Administration (230): Every employee must 
keep classified information constantly under review and initiate action 
by the appropriate classifying authority to changing classifications as 
soon as conditions warrant. 

United States Information Agency (265) (by reference to reply to 
I 3 (f) at p. 264): In the Agency’s offices in the United States, con- 
fidential classifications must be approved by a branch chief or higher ; 
secret by a division chief or higher; and top secret by the head of an 
office or service. In offices abroad, top secret must be approved by the 
head of a field establishment. Secret and confidential classifications 
must be approved by the head of a field establishment or by officers 
designated by him who are of a rank equivalent to, or higher than, 
a division chief in the case of secret, or branch chief for confidential. 

International Cooperation Administration (290) : Office director or 
higher authority. 

Thepaitanant of Labor (325-326) : The Secretary is the only official 
with authority to classify and make changes in classification. He has 
delegated to bureau heads the duty of seeing that there is continuous 
review of classifications, and of making recommendations for changes 
in classification to him. 

National Advisory Committee for Aeronautics (337) : Supervisor of 
the originator of a classified document. 

National Science Foundation (357): The Director. 

National Security Council (362): The Executive Secretary or the 
Deputy Executive Secretary review classifications imposed by eight 
professional members of the NSC staff. 

Panama Canal Company—Canal Zone Government (374) : The indi- 
vidual who assigns security classification. 

- Lawrence Seaway Corporation (426): The administrative 
officer. 

Department of State (468) (by reference to reply to question I 3 
(d) at pp. 466-467) : The employee who originates a classified docu- 
ment assigns the proper classification which may be changed or elimi- 
nated by the certifying officer or by intermediate reviewing officials. 
The certifying officer has ultimate responsibility. Any employee occu- 
pying the position of division chief or a comparable or higher posi- 
tion is automatically authorized to act as a certifying officer, and he 
may delegate this authority to a subordinate under established pro- 

ures. 

Department of the Treasury (505): Usually the officer superior to 
the person making an initial classification. 
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3. Agencies which did not specifically answer the question 

Federal Communications Commission (162): All procedures and 

licies for classifying, handling, reviewing, and access to classified 
information is contained in Executive Order 10501, and the Commis- 
sion’s Regulations for the Safeguarding of Official Information 
(mimeo 98972) ; no specific answer. 

Department of Justice (313) (reference to reply to questions I (1) 
and (2) at pp. 309-311) : No answer to this question other than a ref- 
erence to the Attorney General’s regulations, at page 312 (no specific 
citation). 

1. Question I 4 (e) 


I 4 (e). How often does your agency review classified material to 
determine whether some of the material should be downgraded or 
declassified? 

Thirty departments and agencies (as listed in I (4) (8) above) 
replied that they do not have the authority to apply security classi- 
fications. The replies by the other 30 agencies are summarized as 
follows: 


1. Agencies stating that, since they had never classified any 
information, the question was inapplicable—two agencies. 

2. Agencies which described the frequency of their review pro- 
cedures—25 departments and agencies. 

3. Agencies which did not specifically answer the question—2 
departments and 1 agency. 


In the remainder of this section there is a listing of the agencies 


under the three headings in the summary table above. 


1. Agencies stating that, since they had never classified any informa- 
tion, the question was inapplicable 
Civil Aeronautics Board (66) : There has been no occasion to classify 
information, so this question is inapplicable. 
Renegotiation Board (410): The Board has never had occasion to 
classify information, so this question is inapplicable. 


2. Agencies which described the frequency of their review procedures 

Department of Agriculture (13) : Agency’s records security officers 
are responsible for continuing review. 

Atomic Energy Commission (33): The Commission maintains a 
continuing review (sec. 142, Atomic Energy Act of 1954). Revised 

ides to classification are prepared. All top-secret documents must 
> reviewed not less frequently than every 6 months. The AEC and 
the Department of Defense maintain a continuous review of restricted 
data relating primarily to military utilization of atomic weapons. Re- 
lease from classification is by their joint action. 

Bureau of the Budget (49): There is continuous review under the 
responsibility of the head of each office or division and the Adminis- 
trative Assistant to the Director. 

Central Intelligence Agency (58) : A constant review. 

Civil Defense Administration (75): There is a continuing review. 
As far as possible, it is indicated at the time of original classification 
that after a specific date or event, or upon the removal of classified 
enclosures, the material shall be downgraded or declassified. When 
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CDA has in its possession classified material more than 5 years old, 
originating in an agency since defunct, and where files were not trans- 
ferred to another agency, or where it is impossible to identify the 
originating agency, CDA will consider downgrading or declas- 
sification. If another agency has a substantial interest, classification 
change will not be made until after 30 days notice to such agency. 

Civil Service Commission (86) : Central-office bureau directors and 
staff officials and regional directors consider revision of classification 
whenever classified material comes to their official attention. The 
security officer initiates a review of classified materials at least 
annually. 

Department of Commerce (103) : Review is continuous rather than 
at stated intervals. 

Department of Defense (123) (by reference to I 3 (g) at pp. 122- 
123) : Review is continuous, and there are periodic special reviews at 
times of inventory or proposed storage, and by formal inspections. 
Review of classification of specific information 1s made in response to 
request from any responsible citizen or group or public official. 

fice of Defense Mobilization (139) : All statt members continually 
review classifled information. All persons who originate classifica- 
tion shall so far as practicable indicate that, after a specified date or 
event or upon the removal of classified enclosures, the material will 
be downgraded or declassified. 

Federal Power Commission (188) : No review procedures have been 
necessary, since the Commission originates little classified information. 

General Services Administration (230) : There is continuous review 
by all employees. So far as practicable the original classifying au- 
thority indicates that, after a specified date or event or upon removal 
of classified enclosures, the material will be downgraded or declassified. 

Department of Health, Education, and Welfare (242): Each em- 
ployes maintains a continuing review of classified information in his 
custody. 

United States Information Agency (265) : Regular periodic reviews 
are extremely difficult but the Agency’s officers are required to keep 
classified information in their possession under constant review. Any 
employee may initiate a request for downgrading or declassification. 
The Office of Security makes spot checks of the application of 
classifications. 

Department of the Interior (277) : Semiannual reviews are made of 
classified material. 

International Cooperation Administration (290) : Continuous gen- 
eral review of current material, specific reviews on requested materials. 
Just previous to issuance of Executive Order 10501, the agency’s 
unclassified cable traffic was 69 percent and today it is 85 percent. 

Department of Labor (325-326): The Secretary is the only official 
authorized to classify information. He has delegated to bureau heads 
the duty of making continuous review of classifications and of making 
recommendations to him for necessary changes. 

National Advisory Committee for Aeronautics (337): Periodical 
review, and formal review of all material at least. once annually. 

National Science Foundation (357) : Because of the extremely lim- 
ited use of classification, the Director is able to bear in mind continually 
the possibility of declassification. 
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National Security Council (362) : No specific intervals can be stated ; 
review is made on a case-by-case basis. 

Panama Canal Company—Canal Zone Government (374) : Contin- 
uing review ; where regrading or declassification can be predetermined, 
information is so marked. 

St. Lawrence Seaway Corporation (426) : The two classified docu- 
ments in the hands of the Corporation are reveiwed every 2 weeks. 

Small Business Administration (448) : A continuing review is made 
of the very few initial classified documents. 

Department of State (468) (by reference to reply to 13 (q) at p. 
467): Review of information is accomplished on a continuous basis. 

Tennessee Valley Authority (495) : Offices and divisions which have 
substantial amounts of classified information in their custody maintain 
continuous review ; those having a limited quantity review it at inter- 
vals of about a year. 

Department of the Treasury (505-506) : In general, the subject mat- 
ter determines the frequency of review: (1) Office of International 
Finance, at least once a year; (2) Coast Guard, anyone receiving a 
classified document can challenge its classification, and no classified 
document can be filed permanently before a review of the need for 
continued restriction. 

3. Agencies which did not specifically answer the question 

Federal Communications Commission (162) : No specific answer ; all 
procedures for classifying are described in Executive Order 10501 and 
the Commissions’ Regulations for the Safeguarding of Official In- 
formation (mimeo 98972). There is no statement to indicate whether 
or not the following applies to classified information : “The restrictions 
upon the availability of information to the public are reviewed in con- 
nection with specific request for permission to inspect material which 
has been designated as unavailable.” 

Department of Justice (313) (reference to reply to questions I 1 
(1) and (2) at pp. 309-311): No answer to this question other than a 
reference to the Attorney General’s regulations at page 312 (no specific 
citation). 

Post Office Department (386-387) : No specific answer. 


J. Question I 4 (f) 


14 (f). Who revises classifications? 

Thirty departments and agencies (as listed in I 4 (8) above) replied 
that they do not have the authority to apply security classifications. 
The replies by the other 30 agencies are summarized as follows: 

1. Agencies stating that they have no procedures for revising 
classifications because they are not needed—1 department and 2 
agencies. 

2. Agencies which named the official or officials who revise classi- 
fications—25 departments and agencies. 

3. Agencies which did not specifically answer the question— 
1 department and 1 agency. 

In the remainder of this section there is a listing of the agencies 
under the three headings in the summary table above. 


81340—56-—-13 
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1. Agencies stating that they have no procedures for revising classifica- 
tions because they are not needed 

Federal Power Commission (188) : No revision procedure has been 
found necessary, since there is only a small amount of classified 
material. 

Renegotiation Board (410): Since the Board has never classified 
any information, this question is inapplicable. 

Toemsaitintelt of Health, Education, and Welfare (242) : There are no 
provisions for revision, since there are few classified documents and 
the Secretary has sole authority to classify. 


2. Agencies which named the official or officials who revise classifi- 
cations 

Department of Agriculture (13): The Secretary of Agriculture. 

Atomic Energy Commission (34): The Division of Classification 
or their designated representatives in the field. 

Bureau of the Budget (49) : Authority to downgrade and declassify 
is vested in the individual having the original classifying authority, 
and their supervisors and others in command may take such actions; 
probably this covers revision. 


[4 (f) 


Central Intelligence Agency (58): Assistant classification control 
officers, authorized classifiers and other designated officials, provided 
the consent of the original classifier is obtained. 

Civil Aeronautics Board (66): The Chairman has exclusive au- 
thority to revise classifications. 


Civil Defense Administration (75): Originators of documents 
themselves, or upon determination of the Administrator. 

Civil Service Commission (87): The officials in each security cate- 
gory who are authorized to make original classifications in that cate- 

ory. 

. Vasditnient of Commerce (103-104) : Classifications are generally 
revised by secretarial officers, office heads, bureau heads, division 
heads, and their deputies in collaboration with their respective secu- 
a officers. 

epartment of Defense (123) (by reference to reply to I 3 (h) 
at p. 123): Personnel who classifiy in the first instance, either upon 
their own initiative or upon request; or such restrictions may be 
removed by higher echelons. 

Office of Defense Mobilization (140) : The security officer, with the 
concurrence of the original classifying authority. 

General Services Administration (230): The original classifying 
authority. 

United States Information Agency (265) (by reference to I 3 (A) 
at p. 265): Restrictions are removed by the originating office or, in 
the case of documents originated in offices abroad, by the office in 
the Agency which original acted upon, or has primary interest in, 
the information. 

Department of the Interior (277): The Secretary, upon recom- 
mendations submitted to him following the procedure in section 6 of 
Secretary’s order No. 2761. 
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International Cooperation Administration (290): Branch chief or 

higher authority. ‘ 

partment of Labor (325-826) : The Secretary is the only official 
with authority to classify and make changes in classification. He has 
delegated to bureau heads the duty of making recommendations for 
changes in classification to him, 

National Advisory Committee for Aeronautics (337): NACA 
Classification Board, consisting of Associate Director for Research as. 
chairman, Assistant Directors for Research, and Chief of Research 
Administration Division as secretary. 

National Science Foundation (357) : the Director. 

National Security Council (363): The original classifying au- 
thority or the Executive Secretary, NSC. 

Panama Canal Company—Canal Zone Government (374) : the in- 
dividuals who are authorized to apply classifications. 

Post Office Department (386-387): the Postmaster General alone 
has authority to classify information. There is no specific answer but, 
by implication, he would revise classifications, 

St. Lawrence Seaway Corporation (426): The Administrator 
and/or the administrative officer. 

Small Business Administration (448): The Administrator. 

Department of State (468) (by reference to answer to I 3 (A) at 
p. 467) : The Chief or Deput of the originating or action office or 
offices; the actual removal of classification is done by clerical per- 
sonnel of the authorizing area of the Department; the Dikestor. Office 
of Security, the classification committee, or higher authority may 
remove a classification designation. 

Tennessee Valley Authority (496): Revision is made upon recom- 
mendation of the office or division having primary responsibility, 
after approval by the Board of Directors. 

Department of the Treasury (506) : In general, the officer classify- 
ing a document, or his superior. 


3. Agencies which did not specifically answer the question 


Federal Communications Commission (162): No specific answer; 
all procedures for classifying are described in Executive Order 10501 
and the Commission’s Regulations for the Safeguarding of Official 
Information (mimeo 98972). By implication, the Commission would 
— to be the revising agency. 

artment of Justice (313) (reference to reply to questions I (1) 
and (2) at pp. 309-11): No answer to this question other than a 
reference to the Attorney General’s regulations, at page 312 (no spe- 
cific citation). 
K. Question I 5 


_ 15. Please estimate the annual cost to your agency of administer- 
ing security provisions applying to information held by the agency. 
e replies of the 60 departments and agencies have been analyzed 
under the rN, headings: 
A. Agencies which gave a cost figure, although in most cases it was 
an estimated or ial figure—26 departments and agencies. 


B. Agencies which gave no cost figure but which stated that the 
amount was small—7 agencies. 
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C. Agencies which stated that they could not give a cost figure, but 
that the amount was small—5 departments and agencies. 

D. Agencies which stated that they could not give a cost figure— 
6 departments and agencies, 

E. Agencies which stated that they had no costs—10 departments 
and agencies. 

F. Agencies which did not answer the question specifically—6 
agencies. 

Using the headings (A)-—(F) above, the replies of the individual 
departments and agencies are listed below: 


A, Agencies which gave a cost figure, although in most cases it was 
an estimated or partial figure 

Department of Agriculture (14) : No detailed cost. records are main- 
tained ; $126,194 estimated cost for fiscal 1955; includes work within 
scope of Executive Order No. 10501 and the Department’s Record 
Security Regulations, but not costs of personnel investigations. 

Atomic Energy Commission (35) ; Interpreted to mean, primarily, 
document contro] which is estimated to cost $1,700,000 annually; this 
figure includes costs of AEC and contractor ean piay eee engaged in 
document control, but excludes costs of secretarial handling of docu- 
ments, record-keeping systems, transportation of top-secret docu- 
ments by courier, and physical protection for elassified material; 
it would be most difficult to identify the portion of these excluded 
costs which would be charged to classified document. accountability. 

Bureau of the Budget (49): Estimated $10,000 per annum whic 
includes time of several persons responsible for various phases in 
handling of classified defense information. 

Civil Aeronautics Board (66): A rough estimate of $3,200 per year, 
covering costs of a very minor part of the time of a limited number 
of persons (“almost impossible to estimate”). 

dil Defense Administration (76); Approximately $157,000 in- 
cluding costs of personnel, administration, and full field clearances. 

Civil Service Commission (87) : $10,725 is the estimated cost in the 
present [1956?] fiscal year of administering security provisions; this 
includes seeurity provisions applying to investigative files but, since 
this protection was always re mo * ea additional cost is involved. 

Department of Defense (124): cost of personnel primarily 
engaged in security review of information releases is $159,010; the 
cost of military personnel detailed to this work is $102,069 (Army cost 
is $35,220; Navy, $32,826; Air Force, $34,023) and the cost of civilian 
personnel in Office of the Secretary of Defense is $56,941. This does not 
represent the total cost, and several omitted items are listed, with the 
statement that “Clearly development of costs of all these activities 
would not be practical for the artment of Defense.” ~ 

Office of Defense Mobilization 141) : Salaries paid to staff of the 
Security Office during the past year were $26,500; this Office has other 
responsibilities, such as the employee-security program ; not ible 
to give a reasonable estimate of indirect costs since every employee is 
responsible for adherence to security lations. 

ae Bank of Washington (147) : Estimated annual cost 
is $2,000. 

Federal Communications Commission (165): Annual cost is nom- 
inal, not exceeding $1,000. 
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Federal Deposit Insurance Corporation (176): Estimated at not 
in excess of $100 per year. 

Federal Power Commission (188): Annual cost cannot be accu- 
rately determined since only two employees are assigned to such work, 
on a part-time basis; the total annual cost would amount, at most, to 
only a few hundred dollars. 

ederal Trade Commission (212) : Estimated to be less than $200 

r year. 

rpcrsign Claims Commission (224): Approximately $12,000 annu- 


ally. 

General Services Administration (231) : $34,500. : 

Department of Health, Education, and Welfare (242) : Estimated 
cost 1s $25,000 per year. 

Housing and Home Finance Agency tes: : $1,500. 

United States Information Agency (265-266): The Office of Secu- 
rity and various other agency elements are responsible for security 
of classified information (this rather extensive organization is de- 
scribed) and, mpeg crys precise costs cannot be established; the 
annual salaries of the Physical Security Division in the Office of 
Security total $84,041 and this Division has as its primary responsi- 
bility the enforcement of informational security provisions. 

Department of Justice (313) : The annual cost cannot be estimated 
because the task of protecting all classified information is assigned 
to employees having access to it; a small unit of employees with an 
annual payroll of $80,000 work exclusively on such protection; the 
cost. of maintenance of the highest type of security measures for FBI 
materials cannot be assessed. 

Nationa] Advisory Committee for Aeronautics (337) : $250,000. 

National Capital Housing Authority (342) : Security clearance for 
the personnel officer initially cost $230; no further annual cost is 
anticipated. 

National Science Foundation (357): Exclusive of the personnel 
security program, the annual cost of handling classified matter does 
not exceed $500, 

Panama Canal Company—Canal Zone Government (374): Esti- 
mated annual cost is $6,000. 

St. Lawrence Seaway Development Corporation (426) : Nominal, 
estimated at less than $100 per annum. 

Department of State (469-470) : Cost. is difficult to estimate because 
every employee participates in varying degrees in administration of 
security provisions; 2 employees at full-time, 5 at half-time, and 70 
at 10 percent of full-time are engaged in administering security pro- 
visions at a cost. of approximately $82,000 per year. 

Tennessee Valley Authority (496) : Approximately $30,000 per year 
about half of which is reimbursed through contracts with other 
agencies, 

B. Agencies which gave no cost figure but which stated that the amount 
was small 

Council of Economic Advisers (114) : No measurable cost. 

Federal Mediation and Conciliation Service (181) : Negligible cost. 

Interstate Commerce Commission (303) : Cost is aa, 

National Security Council (363) : Cost is nominal. 

Renegotiation Board (410) : Cost is negligible. 
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U.S. Tariff Commission (491) : Cost is ogee 

Veterans’ Education Appeals Board (527): Security cost is nil; 
there a a small cost wurhs month for mailing certain information 
materials. 


0. Agencies which stated that they could not give a cost figure, but 
that the amount was small 

Federal Reserve System (199) : Minor additional cost of handling 
classified information received from other a ies, but work is han- 
dled by employees having other responsibilities so that there is no 
satisfactory basis upon which an estimate of cost.could be made. 

Department of Labor (326) : The costs of handling classified infor- 
mation are difficult to segregate but are not large; allocation of costs 
is not feasible because many employees perform security functions in 
addition to other work. ; 

Railroad Retirement Board (397): No way of estimating cost of 
administering security provisions, but it would be practically nil. 

Department of the Treasury (506) : Impossible to estimate cost due 
exclusively to administration of security procedures, but it is believed 
that it does not add significantly to the cost of the program to which 
the information pertains. 

Veterans’ Administration (518) : No data are available as to the cost 
of handling classified information furnished to the VA by other 
agencies, but the amount of such material is very small. 


D. Agencies which stated that they could not give a cost figure 

Central Intelligence Agency (59) : Impossible to break down annual 
cost of administering security provisions concerning information, in- 
asmuch as this is an in part of the overall security controls of 
the CIA. 

Department of Commerce (104): Department does not keep ac- 
counts on the cost of administering security provisions applying to 
information and, consequently, it is impossible to make an estimate. 

Department of the Interior (277 ) : Department has no information 
concerning cost of administering security provisions applying to in- 
formation; no employee is exclusively engaged in this work which is 
an integral rt of the responsibility of every employee; no attempt 
has been made to estimate the time and cost. 

International Cooperation Administration (291): Since every em- 
ployee must maintain security, and no one unit is charged with that 
responsibility, it is not possible to estimate costs of administering the 
security provisions. 

Selective Service System (440): Due to the limited amount of 
classified information in its possession, the annual cost is absorbed in 
the operations of the agency. 

Small Business Administration (448): There are no designated 
units for administering security provisions and all employees are in- 
volved to a limited degree, making it impossible to estimate costs. 


E. Agencies which stated that they had no costs 


Federal Coal Mine Safety Board of Review (156): Board has no 
security adminstration and, therefore, no cost is incurred. 

Indian Claims Commission (260) : None. 

National Capital Planning Commission (346) : None. 
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National Labor Relations Board (349) : None. ; 

National Security Training Commission (369) : Nothing. 

Post Office Department (387) : Department has not originated any 
security information and, therefore, no cost has been involved; De- 
partment has in its possession classified information received from 
other agencies in connection with employee security program but it is 
understood that the Committee is not inte in costs of this 


m. : 
evelopment Land Agency (402) : Since security provisions do 

not apply to this Agency, there is no cost of administration. 

Ru Producing Facilities Disposal Commission (418) : None. 

Subversive Activities Control Board (483) : Since the Board has no 
security administration, it incurs no cost on this account. 4 

Advisory Committee on Weather Control (530) : No annual cost in 
administering security provisions. 
F. Agencies which did not answer the question specifically 

American Battle Monuments Commission (27-28). 

Farm Credit Administration (152). 

Fine Arts Commission (222). 

National Mediation Board (354-355). 

Securities and Exchange Commission (430). 

Smithsonian Institution (454). 


L. Question I 7, part 1 


1 7, part 1. Please describe the organization within your agency for 
making information available to the press and the public, to Congress, 


and to other Federal agencies. 

Analysis of the replies to this question indicate that there are two 

eral organizational patterns in the 60 departments and agencies: 
it) in 37 cases they reported that they had some form of specific 
organizational unit for making information available (note that in 
most of ie ry ee is also rae pe ed by a units in = 
agency) ; and (2) in 22 cases the agency had no specific organization 
unit. yi National Security Council, Shaan oF its peculiar rela- 
tionship to the President, does not normally furnish information to 
anyone else, 

rther details are included in the listings below: 

1. Agencies with specific organizational units for furnishing informa- 
tion (note that in most cases information is also furnished by 
other units in the agency) 

Department of Agriculture (16) : Office of Information is the major 
agency; there are information staffs in most Department agencies; 
and all parts of the Department furnished information. 

_ Atomic Energy Commission (35-36) : Division of Information Serv- 

ices directs the activities of the Public Information Service and the 

Technical Information Service ; in addition to these Washington offices, 

there are public information personnel in the Offices of Operations; 

information for Congress is furnished through Congressional Liaison 


Bureau of the Budget (51): The Information Office has primary 
pis ges yar many units of the Bureau answer questions from Con- 
gress and other Government agencies. 
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Central Intelligence Agency (59) : An assistant to the Director fur- 
nishes information to the press; a legislative counsel in the Office of 
the General Counsel furnishes information to Con ; responsible 
officials deal with other executive agencies on a need-to-know basis. 

Civil Aeronautics Board (67): The Office of Congressional Liaison 
and Public Information, 

Civil Defense Administration (76-77): The Public Affairs Office 
and all responsible officials; each staff section furnishes information to 
Con, and other executive agencies as to its own functions, except 
legislation. 

Civil Service Commission (88-89): Public Information Office; in 
addition, many employees furnish information as a part of their 
regular duties,; 

Department of Commerce (104-105) : Office of Public Information 
in the Department ; similar offices in the constituent agencies ; no single 
organization but a large number of offices and officials throughout the 
Department. 

Jepartment of Defense (124-125) : Office of the Assistant Secretary 
of Defense (Legislative and Public Affairs); the Secretaries of the 
three military departments have established comparable organizations. 

Office of Defense Mobilization (141): Information is furnished 
primarily through ODM’s public information staff; im addition, in- 
formation is furnished to Congress through the General Counsel’s staff, 
operating officials, or the congressional liaison officer. 

Federal Communications Commission (165-166) : Office of Reports 
and Information; the FCC maintains public reference rooms for in- 
spection of their official records; various other members of the staff 
ae y information concerning matters within the scope of their official 

uties. 

Federal Deposit Insurance Corporation (176): The Division of 
Research and Statistics and the Director of Publications and Informa- 
tion are the principal organizations; the Chairman of the Board and 
other division chiefs also furnish information. 

Federal Power Commission (188-189) : Office of Public Reference ; 
in addition all employees make available information privileged for 
public release. 

Federal Trade Commission (213): Public Information Division, 
under the general supervision of the secretary of the Commission. 

General Services Administration (231) : The Office of Information 
and Reports; the business service centers in the 10 regional offices ; the 
Congressional Liaison Unit with the Office of General Counsel has 
responsibility for furnishing information to Congress. 

Department of Health, Education, and Welfare (248) : Adminis- 
trative and information personnel in the Office of the Secretary and in 
each of the five major organizational units, with the same general 
pattern of organization. 

Housing and Home Finance Agency (255) : Division of Information 
under the supervision of the Assistant Administrator (Congressional 
Liaison and Public Affairs) ; within each of the constituent agencies 
there is a comparable organization. 

United States Information Agency ped : Public Information Staff, 
directly responsible to the Director of the Agency; the congressional 
liaison staff of the Office of the General Counsel. 
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Department of the Interior (278-279): Division of Information, 
Office of the Secretary; information personnel in the larger bureaus 
of the Department; Division of Budget and Finance Office of the Secre- 
tary; Division of Legislation, Office of the Solicitor; the Office of the 
Secretary and each of the bureaus supplies information to Con 

International Cooperation Administration (292-293) : Office of Pub- 
lic Reports. 

Department of Justice (314) : Office of Public Information, in the 
Office of the Attorney General ; Public Information Office at the Immi- 
gration and Naturalization Service; congressional inquiries are han- 
dled through the Office of the Deputy Attorney General ; the Attorney 
General and other officers answer many inquiries. 

Department of Labor (327-828) : Office of Information in the Secre- 
tary’s Office; the various bureaus have publications or information 
offices. 

National Advisory Committee for Aeronautics (337) : Public infor- 
mation activities are the meqpcmneibltis of the Executive Secretary, 
and are carried out by an assistant to the Secretary ; information spe- 
cialists in the various NACA laboratories. 

National Labor Relations Board (350) : Division of Information. 

National Science Foundation (357) : Office of Scientific Information, 
as well as all parts of the Foundation. 

Panama Canal Company-Canal Zone Government (375) : Public In- 
formation Officer we his staff who are part of the Office of the 


Governor-President; the Governor-President furnishes information to 
Congress and other Federal agencies. 
Post Office a rece (387-388) : (Reference to attached materials 


containing full description, not included in the committee print ; “cen- 
tral and field organizations” are mentioned.) Special Assistant to the 
Postmaster General (Public Relations); the bureau or office having 
jurisdiction of the activity concerning which information is sought; 
the Postmaster General and six other top-level officials furnish infor- 
mation to Congress and other Federal agencies; the Solicitor is the 
legislative officer for the Department, regional directors and their 
staffs, and individual postmasters. 

Railroad Retirement Board (397-398) : Information Service in the 
Office of the Director of Research. 

St. Lawrence Seaway Development Corporation (426): Office of 
Information. 

Selective Service System (440-441) : Office of Legislation, Liaison, 
and Public Information. 

Small Business Administration (449): Office of Information. 

_ Smithsonian Institution (455): Editorial and Publications Divi- 
sions. 

Department of State (470-472): Assistant Secretary for Public 
Affairs as officer responsible for the News Division and Public Services 
Division; the UNESCO relations staff; Assistant Secretary for Con- 
gressional Relations; and several other officers performing special serv- 
ices in this field; many staff officers for the various activities of the 
Department. 

ubversive Activities Control Board (484) : Information Office. 

Tennessee Valley Authority (496-497): TVA Information Office; 

(reference to reply to question III.6) no special office for handling 
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congressional inquiries, but replies come from staff members respon- 
sible for subject matter involved. , 
Department of the Treasury (506-507) : Information offices in the 
Office of the Secretary, Coast Guard, Bureau of Customs, Bureau of 
Engraving and Printing, and Internal Revenue Service. 
eterans’ Administration (518-519): Information Service (in 
Washington and in field installations in 13 cities). 


2. Agencies with no specific organizational units for furnishing 


information 
American Battle Monuments Commission (27-28 : No specific in for- 
mation organization; inquiries answered by individual in position 


to give authoritative answer. 

ouncil of Economic Advisers (114): No formal organizational 
unit; members of the Council, particularly the Chairman, handle all 
requests for information. 

Export-Import Bank of Washington (148): No separate public 
relations department; the Secretary of the bank is responsible for 
day-to-day contacts with the press. 

i Credit Administration (152) : No particular organization has 
responsibility for this function; the Research and Information Divi- 
sion handles public information; most con ional requests are 
handled by the Governor or top officials of the operating divisions. 

Federal Coal and Mine Safety Board of Review (156) : No separate 
organization. 

Federal Mediation and Conciliation Service (182): No organiza- 
tional segment responsible for public relations or information; the 
Director, the national staff office in Washington, the 8 regional direc- 
tors, and the 215 mediators in the field furnish nonconfidential 
information. 

Federal Reserve System (199): No division devoted exclusively to 
information services; the Assistant to the Board, Special Assistant to 
the Board, and the Legislative Counsel, as part of their duties, furnish 
information in response to queries, 

Fine Arts Commission (222): The Secretary serves when required 
as public relations officer; the Chairman, as spokesman for the Com- 
mission, customarily signs releases to the press. 

Foreign Claims Settlement Commission (224): No information 
organization; this function, with many others, is carried out by key 
staff members under the direction of the Chairman or his designee. 

Indian Claims Commission (260) : Information available from the 
clerk’s office on request. 

Interstate Commerce Commission ae) : (Answered by reference 
to attached material, not included in the committee print) apparently 
half of the time of an assistant secretary is spent on information 
functions. 

National Capital Housing Authority (342-343) : No personnel spe- 
cifically assigned to information activities; the Executive Director is 
the principal representative in contact with the public. 

ational Capital Planning Commission (346): No specific answer 
(a description of informal press conferences). 

National Mediation Board (354-855) : No specific internal organi- 
zation for furnishing information; the Chairman of the Board or its 
executive secretary release statements when necessary. 
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National Security Training Commission (369) : The Chairman or 
the Director makes information available. 

Redevelopment Land Agency Ohad, : No separate public-relations 
staff; principal staff members make information available as an inte- 
gral part of their duties. 

Renegotiation Board dao No formal organization; press 
releases are normally initiated by Board members and issued through 
the Office of Information; appropriate offices of the Board answer 
inquiries from other Federal agencies. 

ubber Producing Facilities Disposal Commission (418): From 
January 1, 1955, through August 31, 1955, the Commission retained a 
ublic-relations counsel on a part-time basis; the General Counsel 
andles most contacts with other Federal agencies ; the Commissioners, 
the Executive Director, and the staff furnish information. 

Securities and Exchange Commission (430-431) : Public reference 
rooms are maintained in Washington ; the Secretary is the press infor- 
mation officer ; there are no separate information units, 

United States Tariff Commission (491): No specific organization 
for this purpose ; requests are handled by particular units most famil- 
iar with subject matter involved. 

Veterans’ Education Appeals Board (527) : No employees assigned 
to pee informational functions. 

dvisory Committee on Weather Control (530): No information 
organization. 


38. An agency which does not furnish information through its own 
organizational units 


National Security Council (363-364): By statute, the NSC’s sole 
function is to advise the President, and information about its activities 
is normally made available by the President: (1) to the press and 
public, through the press secretary to the President or a member or 
participating agency of the NSC; (2) to the Congress, the same; (3) 
to other Federal agencies, through the NSC staff. 


M. Question I 7, Part 2 


I7. Part 2. (Please describe the organization within your agency 
for making information available to the press and the public.) Please 
estimate the annual cost. 

Analysis of the replies to this question by 60 departments and 
agencies are summarized as follows: : sity” 

1. Agencies which gave an estimated cost without qualifying 
explanation: 20 departments and agencies. mee 

2. Agencies which gave the cost of some parts of furnishing 
information but were unable to estimate other parts: 16 depart- 
ments and agencies. ‘ : 

3. Agencies reporting “no costs” or “nominal costs”: Five agen- 
cies. 

4. Agencies which stated that such costs cannot be estimated : 
Seven departments and agencies. — : 

5. Agencies which did not specifically answer the question: 12 
departments and ——- 

Under the headings listed in the summary above, the departments 
and agencies are listed below. 
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1. Agencies which gave an estimated cost without qualifying expla- 
nation 

Department of Agriculture (16) : For fiscal 1955, $2,345,467. 

Atomic Energy Commission (36) : For fiscal 1955, approximately 
$900,000 (a portion of this will be recovered through sale of docu- 
ments to the public). Many of the contractors in the AEC program 
have information programs but their costs are not included here. By 
reference to reply to question TIT 6 (d), the annual cost of the Con- 

ressional Liaison Office in furnishing information is estimated at 

0,000, and the annual cost of reports to Congress is estimated at 
$16,000. The Technical Information Service of the Division of In- 
formation Services was approximately $130,000 in fiscal 1955. 

Central Intelligence Agency (59): Annual cost of $4,500 for that 

ortion of Office of the Assistant to the Director which handles in- 
ormation; annual cost of $24,000 for that portion of Office of Legis- 
lative Counsel concerned with this function. 

Civil Aeronautics Board (67): Estimated annual cost of Office of 
Congressional Liaison and Public Information is $40,000. 

Export-Import Bank of Washington (148): A rough estimate of 
the annual cost would be $10,000. 

Federal Power Commission (189) : Estimated annual cost of $15,- 
000 toward salaries, and an additional $4,000 to cover cost of labor and 
material in issuance of press releases. 

Federal Trade Commission (213) : Annual cost of Public Informa- 
tion Division estimated at $20,000. 

General Services Administration (231): Estimated annual cost is 
$498,377, exclusive of submission of requests and justifications for 
appropriations and preparation of recurring reports. 

Tousing and Home Finance Agency (255): Estimated annual cost 
is $136,200. 

Indian Claims Commission (260) : About $50 for mailing opinions. 

United States Information Agency (266) : Annual cost for personal 
services in conducting domestic information program in fiscal 1955 
was $142,379; the congressional liaison staff in the Office of the Gen- 
eral Counsel cost $28,420 for personal services. 

National Advisory Committee for Aeronautics (337): Estimated 
annual manpower cost is $40,000. 

National Capital Housing Authority (342-343): Estimated cost, 
5 percent of the Executive Director’s time, $600 annually. 

National Labor Relations Board (350): Cost in fiscal 1954 was 
$43,800, 

National Science Foundation (357) : Annual cost no more than $25,- 
000 to $30,000, including printing costs, 

Panama Canal Company—Canal Zone Government (375): Esti- 
mated annual cost is $54,000, : 

Rubber Producing Facilities Disposal Committion (418) : The only 
identifiable cost was the fees paid to a part-time consultant from 
January 1, 1955, to August 31, 1955, $7,825. 

~ Lawrence Seaways Corporation (426): Estimated annual cost 
is $25,000, 

Small Business Administration (449): Annual payroll cost of 
$54,460, 
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Subversive Activities Control Board (484) : Cost for fiscal 1955 was 
$13,690. 

g. Agencies which gave the costs of some parts of furnishing informa- 
tion but were unable to estimate other parts 

Bureau of the Budget (51): The Information Office had a salary 
cost of $16,625 in fiscal 1955. Many other units furnish information 
and it would be impossible to estimate the cost of these services. 

Civil Service Commission (88-89): Estimated annual cost of the 
Public Information Office is $64,100; annual cost of day-to-day fur- 
nishing of information by other officials cannot be estimated. 

Department of Defense (125): Estimated cost for fiscal 1955, in- 
cluding all three services, for organization having primary responsi- 
bility for furnishing information: To press and public, $2,987,412; to 
Congress, $2,109,795; and to other agencies, no records are kept. 

In addition there are personnel in other offices within the Depart- 
ment who furnish information, and the costs of these services cannot be 
estimated. 

Office of Defense Management (141-142): Estimated annual cost 
of operation: Information Office, $26,000; Congressional Liaison 
Office, $10,000. Other officials in different parts of the agency—cost 
cannot be estimated. 

Federal Communications Commission (165-166): Current annual 
cost of the Office of Reports and Information is $25,435; the costs of 
furnishing information through other members of the staff cannot 
be estimated. 

Federal Mediation and Conciliation Service (182) : The cost of dis- 
semination of information concerning work of the agency is negligi- 
ble; $1,705 (one-half the salary of a clerk) is the cost of answering 
routine inquiries. 

Department of Health, Education, and Welfare (243-244): No 
reliable estimate is available of cost of several thousand administra- 
tive employees who furnish information in performance of their duties. 
A survey as of July 1, 1953, of employees devoting more than 50 per- 
cent of time to furnishing information and the salary costs of this 
work. It covered the departmental services, the National Institutes of 
Ifealth, and the Communicable Disease Center. This survey showed 
that the amount of salaries involved annually was $887,136. 

Department of the Interior (278-279) : Considering all sources of 
furnishing public information, no reliable estimates of costs can be 
made. Public information activities are subject to a departmentwide 
appropriation limitation of $200,000, and actual expenditures in fiscal 
1955 were less than $150,000. There is no basis for making a reliable 
cost estimate of information furnished to Congress, nor of information 
furnished to other executive departments. 

International Cooperation Administration (292-293) : Cost of oper- 
ation of Office of Public Reports was approximately $145,000 in fiscal 
1955; its contraetual expenses amounted to approximately $60,000. 
In supplyin information to Congress, all offices throughout the agency 
are invo om In the reply to question III 6 (¢) it is stated that the 
salaries for the Office of the Danity Director for Congressional Rela- 
tions is $40,680, but that Office calls on personnel in all areas of the 
agency for replies to congressional requests. 
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Department of Justice (314) : Annual costs of: Office of Public In- 
formation in the Office of the Attorney General, $60,050; Public Infor- 
mation Office in Immigration and Meteraitention Service, $12,660, 
Many different officials furnish information in connection with their 
official duties, no cost estimates available. Congressional inquiries 
handled in the Office of the Deputy Attorney General, in a legislative 
unit, $90,000, 

Department of Labor (327-328) : Office of Information in the Secre- 
tary’s Office, estimated cost $49,180; Office of the Director, Bureau of 
Employment Security, estimated cost of public information service 
$30,265; Director of Information and Compliance and his staff, Wage 
and Hour and Public Contracts Divisions, total cost $65,000; Office of 
Publications, Bureau of Labor Statistics, estimated cost $191,000; 
Other bureaus which do not have identifiable information offices, no 
costs cited. (The cost figures here cited do not include the cost of 
departmental publications.) 

Railroad Retirement Board (397): Total annual budget for infor- 
mation service is $22,000 ; no estimate is possible of cost of giving infor- 
mation about individual claims. 

Securities and Exchange Commission (431) : The direct cost of the 
public reference rooms is estimated at $48,000. Other costs cannot be 
estimated. 

Department of State (471-472) : Estimated annual cost of providing 
information to the press and the public, $195,810; for Congress, total 
cannot be estimated ; $139,285 was salary cost in fiscal 1955 of the Office 
of the Assistant Secretary for Congressional Relations. For other 
executive agencies, cost cannot be estimated. 

Tennessee Valley Authority (497): Budget for fiscal 1955 for the 
Information Office was $93,800, exclusive of technical library and 
visitor relations staff; of this amount an estimated $55,000 can be 
attributed to the cost of providing information to the press and the 
general public (a rough estimate). For costs of furnishing informa- 
tion to Congress, see reply to question ITI 6 (c) : No realistic estimate 
can be made. No estimates can be made of costs of furnishing infor- 
mation to other executive departments. 

Veterans’ Administration (519) : Estimated costs for fiscal 1955 of 
the Information Service was $307,000; not possible to estimate the cost 
of making information available to Congress and to other Federal 
agencies. 

3. Agencies reporting “no costs” or “nominal costs” 

Civil Defense Administration (77): Cost of servicing requests for 
information is nominal. Education is one of CDA’s primary respon- 
sibilities and a substantial portion of annual operating budget is in- 
volved in this field. ‘ 

National Capital Planning Commission (346): Negligible cost. 

National Security Training Commission (369): No cost. 

Renegotiation Board (411): Annual cost is negligible. 

Veterans’ Education Appeals Board (527) : Cost is limited to mail- 
ing of copies of Board’s decisions (no estimate given). 

4. Agencies which stated that such costs cannot be estimated 


Department of Commerce (104) : Nearly all agencies in the Depart- 
ment furnish information, and the cost cannot be estimated. 
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Federal Deposit Insurance Corporation (176) : Records of the costs 
of furnishing information are not maintained (costs of publishing 3 
periodicals is about $30,000 et 

Federal Reserve System (199): The total cost of furnishing infor- 
mation cannot be estimated. By reference to III 6 (c), cost of fur- 
nishing information to Congress cannot be estimated. The cost of 
the Board’s annual report for calendar 1954 was $5,141. The cost of 
the monthly Federal Reserve Bulletin for fiscal 1955 was $93,974. 

National Security Council (364): Impossible to estimate. 

Post Office Department (388) : Costs are not subject to any reliable 
estimate. 

Redevelopment Land Agency (403): Any estimate of annual cost 
would be obviously unrealistic. 

United States Tariff Commission (491): No direct cost attributable 
to any information organization. 

5. Agencies which did not specifically answer the question 

American Battle Monuments Commission (27-28). 

Council of Economie Advisers (114). 

Farm Credit Administration (152): No estimate given (appar- 
ently this part of the question was misinterpreted to mean only costs 
of congressional vr ontee sp a 

Federal Coal Mine Safety Board of Review (156). 

Fine Arts Commission (222). 

Foreign Claims Commission (224). 

Interstate Commerce Commission (303): Reference to appendix C 
and appendix D (neither was included in the committee print). 

National Mediation Board (354-55). 


Selective Service System no ' 


Smithsonian Institution (455). 

Department of the Treasury (507): A table of estimated costs for 
fiscal 1950 through fiscal 1956 is attached as attachment B (not in- 
cluded in the committee print). 

Advisory Committee on Weather Control (530). 


N. Question I (8) 


I (8) Does information possessed by your agency reach groups or 
individuals not i eattled to by law. Ewecutive order, regulation, or 
policy? If so, please explain. 

In only 9 cases did a department or agency indicate an affirmative 
answer, and in 6 of these cases little information concerning the actual 
Bon ron iven. In ~ other = _ ibe: yp men or agency 
replied in the negative, frequently addi at they were replying 
“to the best of their knowledge.” sons 

The 9 cases in which an affirmative answer was given are sum- 
marized briefly : 

Atomic Energy Commission (37) : On a few occasions, the AEC has 
noted in the pubtic media references to classified information which 
would indicate unauthorized disclosure. On other occasions, reports 
have been received alleging unauthorized access to restricted data. 
The foregoing incidents were referred to the FBI. There have been 
ee when the AEC has experienced disclosure of privileged 
information. 
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Central Intelligence Agency (59): Very little of the restricted in- 
formation possessed by CLA has centhed groups or individuals not 
entitled to it. In those cases immediate corrective and, wherever 
possible, punitive action has been taken. 

Department of Defense (125) : Not intentionally. 

ce of Defense Mobilization (142) : No information of this type 
has been allowed to get out intentionally. 

Federal Trade Commission (213): The only known unauthorized 
release of information was in the matter of Pioneers, Inc. et al. (docket 
6190)—the battery-additive case. In this case confidential information 
was supplied to a congressional committee and thereafter came into 
the possession of the president of the respondent corporation. 

National Labor Relations Board (350) : There have been a few in- 
stances where reporters have obtained information on the general trend 
of a Board decision or other agency action before it was officially 
announced, but these were apparently the result of an unwitting slip 
of the tongue of some official, or an official talking when, unknown to 
him, a reporter was present. It was not felt that any agency action 
was required further than to caution officials about diseussing pending 
matters in the presence of strangers. 

National Security Council (304) : In a few isolated instances there 
have been indications that classified information has been disclesed to 
unauthorized recipients, resulting in the conduct of appropriate in- 
vestigations with a view to remedial action. 

Rubber Producing Facilities Disposal Commission (419) : Probably 
some newspaperman obtained access to the brochures on the plants 
from some source. They wrote briefly about their contents. In the 
Commission’s view, no serious harm resulted. 

Veterans’ Administration (519): Such instances have happened 
infrequently and, of course, improperly. 


O. Question 19 (a), (b), and (ce) 


1 9. Do you receive from other agencies complete and timely infor- 
mation when requested ? 

In no case did a department or agency reply “No” to this question. 
Forty-nine departments and agencies oer “Yes” without comment; 
1 agency (American Battle Monuments Commission) did not answer ; 
on 10 departments and agencies replied “Yes” with comments, as 

ollows: 

Department of Agriculture (16-17) : A great deal of published in- 
formation is meetin on a more or less automatic basis, and there is 
also considerable exchange of less formal working type of information 
developed in relation to programs in which departments have mutual 
interest. 

Central Intelligence Agency (59-60): The need-to-know principle 
has been used in all replies to question 9 (a), (6), and (c). 

Council of Economic Advisers (114) : Receives from other agencies 
much statistical and other information. Requests for information are, 
as a rule, handled expeditiously and competently. 

. ee Claims Settlement Commission (224) : Yes; “in practically 
cases. 
rtment of Health, Education and Welfare (244) : Have received 
“excellent cooperation.” 
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International Cooperation Administration (293) : Yes; purely.” 
National Advisory Committee for Aeronautics (338): Yes; when 
“need to know” is shown. 
Renegotiation Board (411) : Has always had complete cooperation. 
Securities and Exchange Commission (431) : Yes; except in one case 
described in 9 (a). 

Subversive Activities Control Board (484) : Requests have been in- 
frequent ; responses always complete and prompt. 

19 (a). In how many instances was information desired from other 
agencies denied from July 1, 1954, to July 1, 1955? Please explain. 

In 51 cases the departments and agencies answered “None” to this 
question, in some cases with such qualifications as “so far as known,” 
etc. In three cases the question was not answered (American Battle 
Monuments Commission, Federal Mediation and Conciliation Service, 
and Fine Arts Commission). In the following six cases there was 
comment, as summarized below : 

Federal Communications Commission (166): None, but there were 
some delays because of “security or other reasons.” 

International Cooperation Administration (293): In some limited 
instances, information has been withheld for reasons accepted by ICA 
as compelling (sensitivity of information appeared to warrant ex- 
tremely limited distribution within the Government). 

Interstate Commerce Commission (303): During the past year the 
Department of Defense declined to give the ICC information as to the 
amount of explosives transported by truck for the military, on the 
ground that it was classified information. The ICC had requested 
it for use in its annual report. 

Department of Justice (314): In the conduct of many matters in 
litigation an occasional impairment of communication may result; this 
happens infrequently and is easily cured. The Department’s records 
are not maintained in a system permitting a statement as to the number 
of instances in which information was denied. 

Securities and Exchange Commission (431): In one instance the 
Internal Revenue Service declined to furnish information from a pend- © 
ing investigation, under the established policy of the Service. 

sien Valley Authority (497) : In one occasion there was con- 
siderable delay by another agency in complying with TVA’s request 
for information in which it (TVA or the other agency?) had official 
interest. 

19 (b). In how many instances was information possessed by your 
agency denied to other agencies from July 1, 1954, to July 1, 1956? 
Please eaplain. 

In 48 eases the departments and agencies answered “None” to this 
question, in some cases with such qualifications as “so far as known,” 
ete, In six cases the question was not answered (American Battle 
Monuments Commission, Council of Economie Advisers, Federal 
Mediation and Conciliation Service, Fine Arts Commission, National 
Mediation Board, and Veterans’ Education Appeals Board). In the 
following six cases there was comment, as summarized below : 

Atomic Energy Commission (37): None. The AEC does not keep 
records on oral communications. It will give defense or privileged 
information to another Government agency on a need-to-know basis, 
subject to compliance with security regulations. 


81340—56——-14 
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The Department of Defense (125-126) : There is no specific record 
of any such instance but it is “probable that there have been some.” 
Classified information for which there is no adequately demonstrated 
need or no properly cleared recipient is not made available. The same 
holds true on a need-to-know basis for certain other types of informa- 
tion. Also some requests are refused if the desired information is not 
in the form requested or if it would require a disproportionate expen- 
diture of work to develop it. 

Federal Reserve System (200): None. During this period a request 
was made by the St. Louis, Mo. Federal Records Center of General 
Services Administration for a folder containing the personnel record 
of a former Federal Reserve System employee. The folder was not 
transmitted but the information contained im it was made available. 

Department of Health, Education, and Welfare (244) : They were 
able to grant all requests except 25 for information concerning old-age 
and survivors insurance records of individuals. It was explained to 
the requesting agency that this information is restricted by statute. 

Department of Justice (314): In the conduct of many matters in 
litigation an occasional impairment of communication may result; 
this happens infrequently and is easily cured. The Department’s 
records are not maintained in a system permitting a statement as to 
the number of instances in which information was denied. 

Railroad Retirement Board (398): Undoubtedly there were in- 
stances in which information could not be furnished under the law and 
the Board’s regulations, but there is no way of estimating the number 
of such cases. 

I 9 (ce) Please suggest ways of improving the flow of information 
among Federal agencies. 

In 47 cases the department and agencies had no suggestions to offer. 
In 13 cases they made suggestions or comments, as summarized below: 

The Department of Agriculture (16-17): Stated that there was 

nerally free and adequate flow of information, and made the fol- 

owing suggestions: (1) Greater exchange of publications, especially 
official organs and periodicals; (2) closer liaison between officials 
where feasible and desirable; (3) more uent briefing sessions in 
case of handling of mutual problems; and (4) greater attendance of 
Federal personnel at field trips, demonstrations, schools, workshops, 
and other arrangements for development of new techniques, explana- 
tion of new programs, etc. 

Central Intelligence Agency (59-60): The comments of the CIA 
pertain only to the intelligence agencies of the Government and, with 
this explanation, present procedures were found to be adequate. 

Civil Defense Administration (77): The CDA suggested that there 
would be improvement in the flow of information if there was “a 
better awareness among other Government agencies of the require- 
ments of civil defense for information which they ”- The 
situation is wcrc Mame its, through the President’s Civil De- 
fense Coordinating rd and the program of delegations to other 
Federal agencies. Operation Alert in 1955 was a good example of 
a in emergency operations by all agencies of the execu- 

ve bran 
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Department of Commerce (105): The Department encounters no 
serious difficulty. On an interagency basis they try to make improve- 
ments, usually through interagency conferences when problems arise. 

Federal Power Commission (189): None, in view of the excellent 
cooperation always received from other agencies. 

ederal Trade Commission (213): Has had no recent difficulties, 
During the last 2 years has either established or greatly improved 
liaison with seven agencies, as named in the reply. 

Foreign Claims Settlement Commission (224): Flow of informa- 
tion between agencies could be improved by creation of an official 
interagency information council functioning on a weekly basis. 

General Services Administration (231-232): The flow of informa- 
tion might be improved by a publication showing the location of 
items of information within agencies. Such a document would facili- 
tate contact between persons seeking information and those best quali- 
fied to provide it. 

Department of Justice (314) : In general, the Department’s experi- 
ence indicates that information to be disseminated should be clearly 
identified by source and subject. When action is desired on a matter. 
the request should be complete and specific. Standard procedures o 
dissemination and exchange of information tend to simply adminis- 
trative operations. 

National Advisory Committee for Aeronautics (338): Sufficient 
legal basis exists for exchange of information among Federal agencies. 
Continuing liaison among agencies involved in scientific research and 
development is effective. 

National Science Foundation (358): By furthering contact be- 
tween staff members of various agenices, NSF has taken the lead in 


pear te ge such contact by promoting regular meetings of staff 


members of Federal agencies dealing with basic research in the vari- 
ous scientific disciplines. 

Subversive Activities Control Board (484): The Board believed 
that it should not offer suggestions because of its quasijudicial func- 
tion and the comparative isolation of its operations from the main 
streams of Federal operations. 

Advisory Committee on Weather Control (530): the flow of in- 
formation can be improved by more informal contacts, including 
those on the working level. 


P. Question I 10 


110. How can the job of making available timely, factual, and per- 
tinent information of the affairs of your agency be improved? Please 
recommend any necessary legislati 

1. Agencies making suggestions requiring changes through legis- 
lation (including appropriations) 

Foreign Claims Commission (224): The work of the Commission 
“can be improved by including an additional item of $15,000 to pro- 
vide 1 information officer and 1 secretary to carry out this function 
continuously.” 
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United States Information Apeney (98% ): “The principal difficulty 
in this connection has been due to the views of the House Committee 
on Appropriations, expressed in their report, that the Agency should 
furnish information about its overseas activities to individuals and 
groups in the United States on a limited basis. A recent report speci- 
fically stated that ‘the propagandizing of the citizenry of this country 
should be eoetasatteaat j The Agency, of course, has never had any 
intention or desire to propagandize but firmly believes that it has an 
obligation to let the American people know how it is carrying on its 
activities and spending the taxpayers’ dollars. Accordingly, con- 
sideration is being given to a request for statutory authority which 
would recognize the responsibilities of the Agency for providing the 
American public with facts about United States information activ- 
ities abroad.” 

Department of the Interior (280): “The limitation on funds for 
compensation of personnel engaged in information activities has neces- 
sarily restricted the Department’s efforts to carry out its responsibil- 
ities for providing the fullest possible information on its activities.” 

Interstate Commerce Commission (303): “If our appropriation 
permitted, duty assignments could be readjusted so that more time 
would be available for the preparation of material as illustrated by 
appendix D (not printed in the committee print) and more time could 
be devoted to assisting newspapermen and others in the public infor- 
mation field to develop news stories based on the technical quasi-legis- 
lative and quasi-judicial work of this Commission” since this work is 
considered to be extremely difficult from a news viewpoint. 

Smithsonian Institution (455): “The Institution’s greatest need in 
this category is funds to provide for the establishment and operation 
of a public activities service * * * to disseminate to a greater seg- 
ment of the population information about the innumerable * * * - 
jects covered by its exhibitions and researches.” 

Veterans’ Administration (520): “In our judgment the limitation 
on the number of persons engaged in public-relations work should not 
be included in appropriations acts applicable to the Veterans’ 
Administration.” 


2. Agencies making suggestions requiring changes by means other than 
legislation 

Civil Defense Administration (77) : “Most of the problems of mak- 
ing timely information available can be solved by the more rapid 
declassification of information necessary to the civil-defense program.” 

Federal Trade Commission (214): “* * * to the extent permitted 
by limited funds, the Commission has woagey echompsnd $0 release 
informative articles on the various phases of Federal Commis- 
sion activity * * *. They have been well received by the press and 
by the public. However, the workload of the Commission’s small 
information division does not permit much activity of this nature.” 

Advisory Committee on Weather Control (580) : “* * * Occasion- 
ally we have issued press releases. Perhaps we could do this more 
frequently.” 
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8. Agencies making no suggestions for improving their information 
services 
Department of Agriculture (17). 
American Battle Monuments Commission (27-28). 
Atomic Energy Commission (37-38). 
Bureau of the Budget (51). 
Central Intelligence Agency (60). 
Civil Aeronautics Board (67). 
Civil Service Commission (89). 
Department of Commerce (105). 
Council of Economic Advisers (114). 
Department of Defense (126). 
Office rite cceerae or aprp sar (142). 
Export-Import Bank of Washington (148). 
Farm Credit Administration (152 


Federal Coal Mine Safety Board of Review 157). 
Federal Communications Commission (166). 


Federal Deposit Insurance Corporation (176). 
Federal Mediation and Conciliation Service (182). 
Federal Power Commission (189), 

Federal Reserve System (200). 

Fine Arts Commission (222). 

General Services Administration (232). 

Department of Health, Education, and Welfare (244). 
Housing and Home Finance Agency (255). 

Indian Claims Commission (260). 

International Cooperation Administration (293). 
Department of Justice (314). 

Department of Labor (329). 

National Advisory Committee for Aeronautics (338). 
National Capital Housing Authority (343). 
National Capital Planning Commission (346). 
National Labor Relations Board (350). 

National Mediation Board (355). 

National Science Foundation (358). 

National Security Council (364). 

National Security Training Commission (370). 
Panama Canal Company—Canal Zone Government (376). 
Post Office Department (389). 

Railroad Retirement Board (398). 

Redevelopment Land Agency (403). 

Renegotiation Board (411). 

Rubber Producing Facilities Disposal Commission (419). 
St. Lawrence Seaway Development Corporation (427). 
Securities and Exchange Commission (431). 
Selective Service System (441). 

Small Business Administration (449). 

8 eR of State (472). 

Subversive Activities Control Board (484). 

United States Tariff Commission (491). 

Tennessee Valley Authority (497). 

Department of the Treasury (507). 

Veterans’ Education Appeals Board (527). 
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ANALYSIS OF QUESTIONNAIRE 
Secrion I[—Press 
A. Question II 1 


II 1. How many press conferences were held by your agency from 
July 1, 1954, to July 1, 1955? 

(a) Who held these press conferences? 

It will be noted that the term “press conferences” was interpreted 
differently by different departments and agencies. Most of them 
interpreted the question to mean formal press conferences. Others 
included smaller, informal meetings with the press in their reply. 
There was some overlap in the information sought by questions 1 and 
2, and in some cases background or briefing sessions were described in 
replies to question 1, as well as under the second question where that 
information was specifically sought. 

Replies to this question from the sixty departments and agencies are 
classifiable in three broad categories: (A) those which had held press 
conferences and supplied statistics, (B) those which answered the 
question in the negative, and (C) those which did not answer the 
question at all. 

(A) Thirty-one departments and agencies gave statistics on the 
number of press conferences held, and who held them, together with 
information about other liaison with the press. This information is 
tabulated below. 
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to the question. 
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(B) Twenty-seven departments and agencies gave a negative answer 


Ten replied that they do not hold press conferences : 
Interstate Commerce Commission Sgt 
National Capital Housing Authority (348): There is no need 

for formal press conferences, but the Executive Director meets 

with representatives of the Washington press after Board meet- 
ings and on other occasions when an interview has been requested. 

ational Capital Planning Commission (346): Briefing ses- 
sions were held before Commission meetings but no formal con- 
ferences were held after the meetings. 

National Security Council (364) : Information concerning NSC 
is given to the press through the Sec to the President 
or through a member or participating agency of the NSC. 

Railroad Retirement Board (398) : The operations of the agency 
do not generally have an especial interest from a news standpoint. 

Redevelopment Land Agency (404) : While no press conferences 
as such are held, informal contacts with representatives of the 
press are carried on daily. — 

Smithsonian Institution (455): No press conferences as such 
are held, but two press previews were held in the period specified. 

Tennessee Valley Authority (498): Do not hold regular press 
conferences but TVA officials are always available to members of 
the press who wish to interview them. 

eterans’ Education Appeals Board (527). 

United States Tariff Commission (491). 

Five — that no press conferences were held during the period 

ut described other liaison with the press: 

Office of Defense Mobilization (142) : No press conferences were 

held, but all requests for personal or telephone interviews with 

either the Director or the information officer were granted. 

National Security Training Commission (370) : No press con- 
ferences, but individual reporters call or visit quite often. 

Panama Canal Company (376): No sr conferences, 
but daily press conferences are held as requested. 

Selective Service System (441): No formal press conferences, 
but a few informal meetings with from 1 to 3 reporters present. 

Veterans’ Admiinistration (520): No major press conferences, 
but many smaller informal conferences. 

Eight replied that they had held no press conferences during the 
period — . uly 1, 1954, to July 1, 1955) : : 

uncil of Economie Advisers (114). 

Export-Import Bank of Washington (148). 

Farm Credit Administration (152). 

Federal Communications Commission (168). 

Federal Deposit Insurance Corporation (176). 

National Labor Relations Board (351). 

National Science Foundation (358). 

Renegotiation Board (412). 

Four replied “None” with no further explanation : 


Central Intelligence ne (60) 
Federal Coal Mine Safety Bo of Review (157) 





INFORMATION FROM DEPARTMENTS AND AGENCIES 211 


Federal Power Commission ‘seo 
Indian Claims Commission (260 L é 
{C) Two agencies did not answer the question ae 
American Battle Monuments Commission (27-28) 
Fine Arts Commission (222) 


B. Question II 2 


II 2. How many formal or informal “background” or “briefing” 
sessions have been by your agency for the press from July 1, 1954, 
to July 1, 1955, and who, in general, was invited? 

Thirty-five of the sixty departments and agencies stated that they 
held background or briefing sessions of one kind or another. The 
majority of these sessions appeared to be on an informal basis, and 
very often at the request of press representatives. Few of the agen- 
cies were able to give more than an estimate of the number of sessions 
which had been held... 

The replies of the 60 departments and agencies to this question fall 
into 6 categories, as enumerated below : 

(1) Twenty-six be sree described various types of formal and 
informal background and bri sessions : 

Department of Agriculture (18): “Since the Department handles 
information in line with a long-established open-door policy, it is im- 
possible to estimate the number of background briefin olicy and 


program officials at the National, State, and county level see many 
press representatives during a year for the pur of giving back- 
ground information. All wire service, interested trade writers, com- 


mentators, and others are invited to avail themselves of background 
or briefing services * * *.” 

Atomic Energy Commission (38) : No background or briefing ses- 
sions are held in the sense that those words connote disclosure, to 
special individuals or groups, of information which is not openly 
releasable. The Commission adheres to an across-the-board issuance 
policy of making unclassified or declassified information equally avail- 
able to all media; and it always seeks to cooperate on requests for 
background information by su plyi esa materials. 

Civil Aeronautics Toned (67): Ba und or briefing functions 
are routine in the Office of Congressional Liaison and Public Informa- 
tion and are performed almost every day to some extent. There are 
two types of briefing: When reporters request additional information 
after decisions or examiners’ reports are issued, and when writers 
doing back: d stories need additional information. 

Civil Defense Administration (78) : No off-the-record sessions. All 
briefings (no estimate given) have been open to all media. 

Civil Service Commission (90) : No background or briefing sessions 
“over and above the open, on-the-record press conferences” referred to 
in IT 1, were held. 

Department of Commerce (105) : Informal background or briefing 
sessions are held with the press from week to week as the news devel- 
ops. There are also frequent special sessions concerning news rela- 

to specific segments of the economy for the trade and technical 
publication correspondents. 
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Department of Defense (127): Thirteen briefings were held during 
the period involved, to which members of the Pentagon press corps 
and regulars covering the Department were invited. 

Federal Mediation and Conciliation Service (183): No record is 
available concerning background or briefing sessions. Approxi- 
mately 50 percent of all the press conferences requested by labor 
reporters are to provide background information on current disputes 
of national importance. 

Federal Reserve System (202): No background or briefing sessions 
for the press involving selective invitations were held. Information 
concerning operations and actions of the Board was continuously 
made fey. e to members of press requesting it. On those occasions 
when the Board announced ictiees-wniah it was believed would be 
of general public interest, arrangements were made to make avail- 
able to the press on an equal basis, Board representatives who could 
supply background information. 

Foreign Claims Settlement Commission (224): The press confer- 
ences which was listed under question II 1 was referred to in answer 
to question II 2. Invited were representatives of AP, UP, INS, 
Washington Star, Washington Post and Times Herald, Washington 
Daily News, photographers associations, and local television stations. 

General Services Administration (233): “Many” background and 
briefing sessions have been held, always on an mformal basis. In 
— » Wire-service correspondents and business-paper writers are 
invited. 

Department of Health, Education, and Welfare (245): No formal 
or iron! background sessions were held to which only select re- 
porters were invited. Department officials are available to reporters 
from time to time to discuss current developments. 

Housing and Home Finance Agency (256): There are many in- 
stances of informal meetings with individuals or groups of press and 
trade press representatives for background purposes or general infor- 
mation. No record of the actual number is maintained. 

International Cooperation Administration (293): Two formal 
background sessions were held. Invited were the Washington bureau 
chiefs of United States newspapers, magazines, wire services, radio 
networks. In addition, the Director was invited to speak at press 
organization functions on an off-the-record basis. Additional briefing 
is carried on on an individual basis. 

Department of Justice (315): Nine background conferences were 
conducted by the Attorney General, to which news reporters who 
devote most of their time to covering the Department of Justice were 
invited. A Justice Department representative may be present to 
answer factual questions at the time news releases are issued. Some- 
times Department officials are invited to sessions arranged by the 
press for background discussions of activities of the Department. 
Officers of the Department are always available to discuss general 
matters on a background basis. 

National Capital Housing Authority (343) : Reference is made to 
the informal liaison with the press described in the reply to question 
II 1: Meetings of the Executive Director with representatives of the 
Washington — after Board meetings and on other occasions when 
an interview has been requested. 
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National Capital Planning Commission (346): As stated in the 
reply to question II 1, about 10 briefing sessions for press representa- 
tives were held just before Commission Sper 

National Labor Relations Board (351): The Division of Infor- 
mation held 5 or 6 informal briefing sessions. Labor reporters and 
other reporters who had previously expressed an interest in the sub- 
ject matter were invited. 

Post Office Department (390): rigs Sere 30 sessions were 
held. Press representatives and radio-TV commentators were invited. 

Redevelopment Land Agency (404): The Board of Directors held 
25 regular and special meetings which were open to the press. 

Rubber Producing Facilities Disposal Commission (420): Possibly 
20 sessions were held. Baekground or briefing sessions were granted 
to any reporter at any time, upon request. ‘The Commission played 
no favorites by asking special reporters to such sessions.” 

Department of State (474) : Thirty-four formal or informal back- 
ground or briefing sessions have been held. The nature of the con- 
ference determines who is invited. Invited are the reporters who 
normally cover the State Department or have expressed a particular 
interest in the subject treated. American wire services are always 
invited. 

Subversive Activities Control Board (485): There are estimated to 
have been 18 to 20 informal background sessions. Representatives of 
press associations and news bureaus regularly covering the Board’s 
work are invited. 

Tennessee Valley Authority (498): Background briefings are pro- 
vided on the same informal basis as press conferences, i. e, TVA of- 
ficials are always available to members of the press who wish to inter- 
view them on EVA activities and policies. 

Department of the Treasury (508) > No record is kept ef the num- 
ber of background or briefing sessions held. Sessions are open te all 
recognized newswriters. 

Veterans’ Administration (521): No record has been kept but many 
such sessions have been held on an informal basis. The sessions are 
attended by the press representatives who request: the meetings. 

(2) Nine departments and agencies stated that. no formal or in- 
formal background or briefing sessions had been held by their agencies 
during the period. However, each of the agencies described the cir- 
cumstances under which there had been informal contacts between 
officials of their agency and individual representatives or small groups 
of the press when the latter had requested information concerning an 
agency's activities. ‘These departments and agencies were: 

ouncil of Economie Advisers (114) 
Federal Communications Commission (168) 
Federal Trade Commission (217) 

United States Information Agency (267) 
Department of the Interior (580) 
Interstate Commerce Commission (303) 
Department of Labor (329) 

Panama Canal Company (376) 

Small Business Administration (450) 

(3) Nine agencies said they had held no formal or informal back- 
ground or briefing sessions during the period July 1, 1954, to July 1, 
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1955. Whether or not they ever held formal or informal background 
or briefing sessions could not be determined from the replies, The 
nine agencies were: 

Bureau of the Budget (51) 

Office of Defense Mobilization (143) 

Export-Import Bank of Washington (148) 

Federal Deposit Insurance Corporation (176) 

National Mediation Board (355) 

Renegotiation Board (412 

Securities and Exchange Commission (434) 

Selective Service System (442) 

Advisory Committee on Weather Control (530) 

(4) Eleven agencies replied “None,” with no further details, com- 

ments, or explanations. These were: 
Central Intelligence Agency (60) 
Farm Credit Administration (152) 
Federal Coal Mine Safety Board of Review (157) 
Federal Power Commission (191) 
Indian Claims Commission (261) 
National Advisory Committee for Aeronautics (338) 
National Science Foundation (358) 
National Security Training Commission (370) 
Railroad Retirement Board (398) 
St. Lawrence Seaway Development Corporation (427) 
Smithsonian Institution (455) 

(5) Two agencies indicated that they do not hold background or 
briefing sessions. These were the United States Tariff Commission 
(491) and the National Security Council (365), the latter agency 
stating that information concerning its activities is given to the press 
through the Press Secretary to the President or through a member 
or participating agency of the NSC. 

6) Three agencies did not answer the question specifically. They 
were : 
American Battle Monuments Commission (27-28) 
Fine Arts Commission (222) 
Veterans’ Education Appeals Board (527) 
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C. Question II 3 


II 3. Which employees in your agency exercise public information 
functions including press contacts, radio-TV, and other public ap- 
pearances? 

All but 3 of the 60 departments and agencies described organiza- 
tional arrangements for exercising public information functions. In 
five cases, public information functions appeared to be confined to an 
information officer or unit. In 32 departments and agencies the job 
was carried on jointly by information officers or units and other re- 
sponsible agency officials. Replies of 20 others indicated that the 
agency had no public information unit as such, but that information 
functions were handled by responsible agency officials—these include 
the top officials, personnel in their immediate offices, and other staff 
members as designated. 
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An overall impression received from a review of the replies to this 
uestion is that in those agencies where public information units exist, 
their rimary job is that of informing the public, while public rela- 
tions Fuscions as such, including radio-TV and public appearances, 
are handled by top agency officials. 

Summaries of the agree and departments’ replies to this - 
tion appear below under the four major categories which have been 
described above. 

(1) Information functions appear to be confined to an information 
unit or officer : 

General Services Administration (233) : The Director of the Office 
of Public Information and Reports, Deputy Director, and Assistant 
to the Director exercise public information functions. 

Indian Claims Commission (261): The clerk. 

United States Information Agency (267) : Members of the Agency’s 
public information staff : the Chief, Deputy Chief, and 3 information 
officers in Washington, and 1 person in New York, who handles foreign 
correspondents’ inquiries, are authorized to provide information to 
the press, radio-TV, and to provide briefings as requested. 

lective Service System (442): In general, public information 
functions are performed by the Chief of Legislation, Liaison, and 
Public Information Office, and the Assistant Chief. The latter has 
primary responsibility for these activities. 

Department of the Treasury (506, 508): The Department main- 
tains information offices in the Office of the Secretary and in the Coast 
Guard, Bureau of Customs, Bureau of Engraving and Printing, and 
the Internal Revenue Service. 

(2) Information functions are a joint responsibility of an infor- 
mation unit or officer and responsible agency ollicials : 

Department of Agriculture (18-19): Broadly speaking, all ad- 
ministrative, policy, program, and information people in the Depart- 
ment exercise a press contact function. Each agency has information 
personnel whose duties are to prepare explanatory and interpretive 
materials. The work of these information representatives is coordi- 
nated and directed by the central Office of Information. The Depart- 
ment has regular representation on two national network weekly radio 
farm ei golem, and scientists, administrative, and program officials 
are called upon to participate in local radio and television programs, 
a orm officials, from the Secretary on down, make frequent 
speeches. 

Atomic Energy Commission (38-39) : Public information functions 
are performed by personnel in the Division of Information Services; 
the Chairman, official spokesman of the Commission; other Commis- 
sioners; the General Manager; Deputy General Manager, or Assistant 
General Managers; headquarters, division directors and heads of of- 
fices; managers of operations offices (field), and such other personnel 
as any of the foregoing may call aoe for assistance. 

Bureau of the Bu (51): The Director, the Deputy Director, 
the Assistant Directors, the Bureau’s information officer, and other 
officials when designated exercise se information functions, in- 
— ress contacts and radio-TV and other public appearances. 

Ci utics Board (67): Office of Congressional Liaison and 


Public Information employees; Docket Section employees concerning 
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formal proceedings; staff members concerning specific problems with 
which they are familiar. 

Civil Defense Administration (78) : Members of the Public Affairs 
staff and all responsible agency officials. 

Civil Service Commission (90) : The Chairman, the two other mem- 
bers of the Commission, and the Executive Director make most public 
appearances on behalf of the Commission. Press inquiries are re- 
ceived and handled by the Public Information Officer, his deputy who 
head of the News Section, or the newswriter in the News Section. 
Subject-matter experts are called upon as needed; the regional direc- 
tors of the 11 regional offices have responsibility for the public re- 
lations program in each one’s particular region. 

Department of Commerce (106): Staff members of the Office of 
Public Information and of the information units of the constituent 
agencies, and secretaries officers, bureau heads, division heads or their 
delegated spokesmen exercise public information functions. 

Department of Defense (127-128) : The Office of the Assistant Sec- 
retary of Defense (Legislative and Public Affairs), including the 
Deputy Assistant Secretary for Public Affairs, the Director of Public 
Information, and the chiefs of various branches of that office; and 
similar information organizations within the Army, Navy, and Air 
Force have primary responsibility for public information functions. 
However, all top officials of the Office of the Secretary of Defense and 
of the Army, Navy, and Air Force are available to and do have con- 
tacts with the news media and the public. 

Office of Defense Mobilization (143) : The information officer per- 
forms public information functions, including arranging for ap- 
pearances of the Director and ODM staff members at public gather- 
ings, and on radio and television. 

Farm Credit Administration (152) : The Chief and Assistant Chief 
of the Research and Information Division and two information 
specialists in that Division usually handle press, radio, and TV con- 
tacts. Top officials of the FCA also answer questions, appear on pro- 
grams on request, and speak at farm meetings as time permits. 

Federal Communications Commission (168): Chief of the Office of 
Reports and Information is specifically designated to release informa- 
tion to the press. Members of the Commission or top members of the 
Commission’s staff may exercise public information functions on 
occasion. 

Federal Deposit Insurance Corporation (176): Members of the 
Board of Directors, their assistants, division chiefs, and the Director 
of Publications and Information exercise such functions. 

Federal Power Commission (191): The Office of Public Reference 
handles public information functions in the Commission. Bureau 
and office chiefs and other employees designated by the Chairman 
may also furnish information. 

Federal Trade Commission (217): The Director of Public In- 
formation and his assistant are the only employees exercising public 
information functions regarding press and radio-TV contacts. All 
officials of the agency are free to talk to the press and to accept invita- 
tions for public appearances. The Commission assigns speaking en- 
gagements to the staff members who are best qualified. The Informa- 
tion Division assist in obtaining press coverage. 
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Department of Health, Education, and Welfare (245): The senior 
administrative officials in Washington and in the field organization 
exercise public information functions, including press contacts and 
radio-TV and public appearances. In Washington, these are the 
Secretary, the Surgeon General of the Public Health Service, and 
the heads of bureaus and divisions in the Public Health Service. In 
the field, the senior administrative staff of the Department’s nine 
regional offices and the district managers, assistant district managers, 
and field representatives of the Social Security Administration. Pub- 
lic information functions are also performed in Washington by in- 
formation specialists in the Office of the Secretary and the several 
organizations units of the Department. 

ousing and Home Finance Agency (256): The Division of In- 
formation in the Office of the Administrator is a central point of in- 
formation and referral for the public on housing activities of ‘the 
Government generally, and of the Agency in particular. The Public 
Information Office in the Federal Housing Administration, the Office 
of Special Assistant to the Commissioner for Liaison in the Public 
Housing Administration, and the Office of Public Affairs in the Fed- 
eral National Mortgage Association are the information centers in 
their respective agencies. The Administrator, Commissioners, and 
other top officials also ome ublic information functions. 

Department of the Interior (280): The Department’s information 
personnel handle most press contacts. A large number of other per- 
sonnel answer press queries which have been referred to them, De 
partment officials and employees are encouraged to engage in radio- 
TV and other public appearances, and a number of them do so on a 
local basis. Generally, national radio-TV appearances and addresses 
before national organizations are made by the Secretary, Under Secre- 
tary, and Assistant Secretaries. 

International Cooperation Administration (294) : The Director and 
staff of the Office of Public Reports have the daily responsibility of 
contact with press, radio-TV, and handle all arrangement for agency 
officials’ public speeches. 

Department of Justice (315): Public information functions nor- 
mally are performed by the Director of Public Information and his 
two assistants and by the public information officer of the Immigra- 
tion and Naturalization Service. In the FBI, these functions are 
performed by FBI officials along with their other duties. 

Department of Labor (327, 329): The Director of Information, in 
charge of the Office of Information within the Secretary’s office, has 
overall responsibility for public information relations with the press 
and the public, The Secretary of Labor and other top officials have 
made numerous radio-TV and other public appearances. Top techni- 
cal specialists may also make public appearances as speakers. 

National Advisory Committee for Aeronautics (339) 1 The Execu- 
tive Secretary, assistant to Executive Secretary, and aeronautical in- 
formation specialists at NACA headquarters and at the laboratories 
handle public information functions. 

National Labor Relations Board (351): The Director, Associate 
Director, and other employees of the Division of Information are 
wuthorized to supply information to the press, radio-TV and other 
inquirers. Public appearances are generally handled by the General 
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Counsel, Board members, or other agency officials concerned, usually 
after consultation with the Division of Information. 

National Science Foundation (358) : The Office of Scientific Infor- 
mation supervises the public information functions of the foundation. 
A staff member in that office handles routine press contacts. 
All professional members of the staff are free to make public appear- 
ances, appear on radio-TV programs, and to write for scientific and 
other journals. 

Panama Canal Company (377): The Information Officer, Chief 
of Press and Publications, and three assistants handle public infor- 
mation functions. In addition, representatives of the press meet. with 
the Governor for specific and background information. 

Rubber Producing Facilities Disposal Commission (420) : A public 
relations counsel, serving as a part-time consultant on press contacts, 
has the primary responsibility. However, the Commissioners, the 
Executive Director, the legal staff, and the Secretary have all handled 
press inquiries on occasion. 

St. Lawrence Seaway Development Corporation (427): The Ad- 
ministrator, Deputy Administrator, Director of Information, and 
section heads handle public information functions. 

Small Business Administration (450): The Administrator and the 
Office of Information have primary responsibility. Other officials of 
the agency are frequently interviewed. The 14 regional directors have 
full authority to exercise public information function in their areas. 

Smithsonian Institution (455-456) : The Secretariat handles public 
information on overall Institution matters; the public relations officer 
and staff members of the Editorial and Publications Division for gen 


eral information requested; and staff specialists for subjects pertain- 
ing to their particular fields of kawetelan. 
Jepartment of State (474-475) : Many officers throughout the De- 
partment participate in esges information functions. However, the 
1 


only employees engaged full time in press and radio information func- 
tions are in the News Division. 

Subversive Activities Control Board (485): The information offi- 
cer has primary responsibility, but the Chairman and Board members 
are available to the press for briefing and interviews, and they occa- 
sionally make public addresses or take part in public discussions relat- 
ing to Board affairs. 

Tennessee Valley Authority (498): Public information functions 
are exercised by the Director of Information, Assistant Director of 
Information, and the Information Service representative. In gddi- 
tion, TVA directors and staff members appear on radio-TV inter- 
views and make speeches, incidental to their administrative duties. 

Veterans Administration (521): Public information functions are 
exercised primarily by information specialists on the Information 
Service staff. In addition, contacts are made by the Administrator. 
the Deputy Administrator, the Chief. Medical Director, the Depart- 
ment Deputy Administrators, and managers of all field stations, 
and by authorized representatives of these officials. 

(3) Information functions are performed by top agency official: 
and other responsible officials: 

American Battle Manuments Commission (27-28): The Commis- 
sion has no organization for making information available. The 
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field offices are authorized to furnish, upon request, any factual infor- 
mation, on past or current, activities, which pertain to their specific 
areas. The Washington office furnishes general or overall information 
on the Commission’s policies, activities, or future plans. The Chair- 
man or the Secretary, acting on behalf of the Chairman, exercise final 
authority on release of information. 

Central Intelligence Agency (60) ; The Assistant to the Director. 

Council of Economic Advisers (114): Members of the Council 
handle public information functions. 

Export-Import Bank of Washington (148) : Appropriate members 
of the Board of Directors, the officers and various members of the staff 
are designated on occasion to represent the bank at public functions. 

Federal Coal Mine Safety Board of Review (157): Members of the 
Board, Executive Secretary and General Counsel. 

Federal Mediation and Conciliation Service (183): The Director 
and his top staff, regional directors and commissioners make radio- 
TV, and other public appearances. 

Federal Reserve System (203): The assistant to the Board and 
special assistant to the Board have specific information functions. 
Members of the Board and its staff occasionally make public addresses. 

Fine Arts Commission (222): The Secretary serves when required 
as public relations officer. The Chairman, as spokesman for the Com- 
mission, signs releases of information to the press. 

Foreign Claims Settlement Commission (224): Chairman, Com- 
missioners, Executive Director, and General Counsel. 

Interstate Commerce Commission (303): The Secretary and the 
Assistant Secretary are the normal contacts with the press at the ICC. 

National Capital Housing Authority (343): The Executive Diree- 


tor customarily performs pr lic information functions. In his absence 


or inability to serve, he delegates such functions to appropriate staff 
members. On specific occasions, the Authority’s housing managers 
make public appearances and respond informally to questions asked 
by representatives of the press. 

National Capital Planning Commission (346): Generally the Di- 
rector and the administrative officer, and occasionally pertinent divi- 
sion heads, perform public information functions. 

National Mediation Board (355) : The members of the Board and 
its executive secretary exercise public information functions. 

National Security Training Commission (370): The five Commis- 
sioners and the Director exercise public information functions. 

Post Office Department (390): The Special Assistant to the Post- 
master General and two associates handle press and radio-TV con- 
tacts. Public appearances are usually handled by the Postmaster 
General or top staff members. 

Railroad Retirement Board (398): The Secretary of the Board 
handles contacts with the press in general. Certain Board employees 
as authorized address meetings or make radio-TV appearances. 

Redevelopment Land Agency (404) : Public information functions 
are performed primarily by the Executive Director or his assistant. 
The Chief, Relocation and Management Division, the land planning 
engineer, or one of the other division chiefs make occasional public ap- 
pearances on assignment by the Executive Director. 
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Renegotiation Board (412) : The Chairman of the Board exercises 
public information functions including press contacts, radio-TV, and 
other public appearances. 

Securities and Exchange Commission (434): Public information 
functions are exercised primarily by the Commission’s secretary. 
Staff members may be consulted on technical questions. 

United States Tariff Commission (491-492) : Inquiries are handled 
by the section of the Commission most familiar with the problem in- 
volved. The Commission does not have public information functions 
in the usual sense. 

_ (4) Agencies which have no employees engaged in public informa- 
tion functions: 

National Security Council (365): “None.” 

_ Veterans’ Education Appeals Board (527): No employees are as- 
oy to public informational functions. “On the very few occasions 
when the Board activity has been of general public interest, we have 
utilized the facilities of the Veterans’ Administration for making news 
releases.” 

Advisory Committee on Weather Control (530): No employees are 
specifically assigned to public information functions. 


D. Question IT 3 (a) 


II 3 (a). What latitude do your press or public information em- 
ployees have in answering questions from the press and public?: 

Thirty-one departments and agencies described limitations on the 
Jatitude which their sex and public information employees have in 


answering questions from the press and public. Among the kinds of 
materials which information employees were limited in giving out 
were the following: security or defense information, information 
restricted by legal or regulatory restrictions, information concerning 
administrative or policy decisions, unless prior clearance has been 
obtained ; information concerning negotiations in process, or concern- 
ing unpublished materials ; and information the accumulation of which 
would be excessive in cost. Other limitations mentioned were in- 
dividual discretion and good judgment, accuracy, and_information 
which would jeopardize an individual’s reputation. Of the 31, 26 
said their information officers had full, wide, or unlimited latitude 
except for certain limitations which were then stated. 

Department of Agriculture (19): Full latitude subject only to good 

judgment, accuracy, other pertinent factors, and legal restrictions 
where applicable. 
; American Battle Monuments Commission (27-28): Speaific in- 
quiries are answered as fully and freely as the known facts permit, 
while complying with genera] legal and regulatory restrictions regard- 
ing the furnishing of information that would be inimical to the Gov- 
ernment’s interests or would impair or jeopardize the reputation of 
an individual. 

Central Intelligence Agency (60): The Assistant to the Director 
exercises his judgment following policy guidance from the Director. 

Civil Defense Administration (78) : Complete freedom, within limi- 
tations of security. 
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Civil Service Commission (90): Complete latitude within policy 
set by the Commission. Appropriate officials must be consulted 
where policy or administrative decisions are involved. 

Department of Commerce (106): Full latitude consistent with se- 
curity, legal, and administrative restrictions previously outlined. _ 

Department of Defense (128): Unlimited except for the responsi- 
bility to conform to the legal authorities, if any, which cover the 
matter of release of or access to particular information, as described 
in replies to questions 1 and 2 of part I. 

Federal Deposit Insurance Corporation (177): Latitude is quite 
broad, with matters of policy being cleared with the Board of Direc- 
tors or the Chairman. 

Foreign Claims Settlement Commission (225): No limitations ex- 
cept the restrictions outlined in 12 (a)—(d), above 

General Services Administration (233): Complete latitude sub- 
ject to restrictions mentioned under I 1 (a). 

Department of Health, Education, and Welfare (245): Complete 
latitude within limits of applicable laws and regulations as set out 
inappendix A, _ 

United States Information Agency: No restrictions other than 
those pertaining to classified information in providing information 
about the Agency’s operations. 

International Cooperation Administration (294) : Widest latitude 
subject to restrictions imposed by pertinent laws and regulations and 
the overall policy guidance of the Director. 

Department of Justice (315): Full latitude subject to the prohibi- 
tions against disclosure of classified information. 

National Capital Planning Commission (346) : No restriction other 
than the criteria mentioned under I 1. 

National Labor Relations Board (351-852): Rarely refuses a re- 
quest for information unless, for example, information sought is not 
available through regular agency operations and the cost of gathering 
it would be excessive. 

National Security Training Commission (370) : The only restriction 
is on classified information made available to them by other agencies. 

Panama Canal Company (377) : Complete latitude except on policy 
matters which are passed on by the Governor prior to release. 

Redevelopment Land Agency (404): In view of the very few re- 
strictions on the type of information to be released, considerable 
latitude is granted. 

Renegotiation Board (412): Subject only to the limitations imposed 
by law (see replies to questions 1 and 2 of pt. I), the Chairman of the 
Board has full authority to speak for this agency. 

Rubber Producing Facilities Disposal Commission (420): No re- 
strictions, aside from giving information on negotiations while in 
process. 

St. Lawrence Seaway Development Corporation (427): Full 
latitude in regard to factual information subject to excepted informa- 
tion listed in paragraph I 1, above. 

Department of State (474-475) : Widest possible latitude consistent 
with the considerations set forth in answer to I 1 (a). 

Subversive Activities Control Board (485): Broad discretion in 
answering questions of a general nature; intricate legal questions are 
referred to the Chairman, a Board member, or the General Counsel. 
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Department of the Treasury (508): Complete latitude to furnish 
factual information, the disclosure of which is not clearly restricted. 

Veterans’ Administration (521): Complete latitude within the 
limits of applicable regulations. 

The replies of 5 others indicated that their information employees 
have less latitude than such employees in the 26 above. 

Atomic Energy Commission (39): Answers are given within the 
limitations of security classifications, etc., described in section I 1. 

Federal Trade Commission (217-218) : Except for the limitations 
described in the reply to I 1. 

Department of vee (329) : Questions have been fully answered 
under prior questions ( probably referstoI1). 

National Advisory Committee for Aeronautics (339) : Information 
employees are responsible for knowing what may or may not be re- 
leased from a security standpoint. Where doubt may exist, the Direc- 
tor and/or Executive Secretary make the decisions. 

Advisory Committee on Weather Conrtol (530): Limitations are 
described in answer to question I 1. 

Twelve answered the question by specifying the types of informa- 
tion which could be given, rather than, as above, enumerating what 
could not be given. The assumption to be drawn from these replies 
is that any other information presumably would not be given to the 
press or the public. 

Bureau of the Budget (51): Free to answer all factual questions 
relating to material which can be made public in accordance with the 
procedures autlined above (probably refers to I 1). 

Civil Aeronautics Board (67): Information may be given on any 
Board decision, order, regulation. etc. which has been issued. Infor- 
mation requested which concerns material that has not been published 
is cleared with staff or Board before release. 

Office of Defense Mobilization (143): May answer all questions re- 
lating to established polices, orders, and actions taken by the ODM. 
Not authorized to release classified information. 

Farm Credit Administration (153) : May give out information con- 
tained in published exports or press releases or data bringing such in- 
formation up to date. May explain and answer — concerning 
the operations of the FCA and its established policies and objectives, 
and concerning credit institutions which the FCA supervises. 

Federal Coal Mine Safety Board of Review (157): Board dis- 
seer in answering questions concerning the operations of the 

ard. 

Federal Communications Commission (168): Factual matters re- 
lating to decisions, orders, or notices which have already been released 
may be discussed. 

Federal Power Commission pe : All employees may supply in- 
formation which is privileged for release ; those specifically designated 
may furnish explanatory background information, of a factual na- 
ture, concerning a matter about which inquiry is made. 

Federal Reserve System (203): Shall not disclose information ex- 
cept as necessary in the regular course of their work or as permitted by 
the Board. 

Indian Claims Commission (261) : No restrictions as to status and 
nature of claims. 
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Department of the Interior (281): Broad latitude within the scope 
of known, determined, and announced policies and actions. 

Small Business “ ons “i Unlimited in explaining 

lans, programs, and activities of the agency. — 

' Tacnaeere Valley Authority (498): All factual information re- 
uests regarding TVA activities and policies within the limitations 
asiiea in 1 (a). 

Nine departments and agencies defined the latitudes which their 
information employees had as complete, wide, or considerable, with no 
additional comment or qualification : 

Housing and Home Finance Agency (256). 

Interstate Commerce Commission (303). 

National Mediation Board (355). 

National Science Foundation (358). 

Post Office Department (390). 

Securties and Exchange Commission (434). 

Selective Service System (442). 

Smithsonian Institution (455-456). 

Veterans’ Education my gous Board (527). 

No specific answer to the question could be found in the replies of 
seven agencies: 

Council of Economic Advisers 
Export-Import Bank of Washington 
Federal Mediation and Conciliation Service 
Fine Arts Commission 

National Capital Housing Authority 
Railroad Retirement Board 

United States Tariff Commission 


One agency, the National Security Council (365), held the question 
to be not applicable. 


E. Question II 3 (b) 

II. 3 (6). Which employees are instructed not to comment to the 
press or public either formally or informally? 

So far as it could be determined from the replies to this question, 
30 of the 60 departments and agencies described circumstances in 
which their employees are limited in commenting to the press or pub- 
lic either formally or informally. In most instances where employees 
other than those specifically assigned to public information duties 
are authorized to have contacts with the press or the public, some form 
of sda clearance or authorization from the public information office 
or designated officials is usually specified. In some cases this clearance 
is optional or recommended ; in others it is mandatory. 

e following is a summary analysis of the replies by categories: 

1. All employees other than specifically designated public information 
employees are instructed not to comment to the press or to the public: Six 
departments and agencies. 

2. Contacts with the press or the public are limited for certain classes 
of employees and in certain situations: 10 departments and agencies. 

3. No specific instructions have been issued which prevent employees from 
contacts with the press or the public. (The departments’ and agencies’ re- 


plies indicate, however, that certain restrictions are in effect) : 14 depart- 
ments and agencies. 
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4. No employees have been instructed not to comment to the press or 
public either formally or informally. (No further details or explanation) : 
17- departments and agencies. 

5. It has not been necessary to issue such instructions: Two agencies. 

6. A specific answer to the question could not be determined from the 
agency’s reply : 11 departments and agencies. 


A more detailed listing of the replies to this question is given below : 


1, All employees other than specifically designated public information 
employees are instructed not to comment to the press or public 

Atomic Eniergy Commission (39): Employees other than those 
listed under II, 3, are expected to refer requests from the press to 
those who have been designated to perform public information func- 
tions. 

Bureau of the Budget (51). 

Central Intelligence Agency (60). 

Foreign Claims Settlements Commission (225). 

National Advisory Committee for Aeronautics (339). 

St. Lawrence Seaway Development Corporation (427): Except in 
the release of routine information. 


2. Contacts with the press or the public are limited for certain classes 
of employees and in certain situations 

Civil Aeronautics Board (67): “All employees are subject to the 
regulations contained in the administrative memorandums attached 
hereto (memorandums not reprinted in committee print of replies 
to the questionnaire) .” 

Civil Defense Administration (78) : Responsible officials may com- 
ment. Consultation with the Public Affairs Office is recommended 
when public statements are issued. 

Federal Deposit Insurance Corporation (177): Other employees 
are instructed not to comment without prior clearance with the Di- 
rector of Publications and Information or the Division Chief. 

Federal Mediation and Conciliation Service (183) : Members of the 
field staff attending meetings and appearing on radio-TV must have 
prior approval of the Director. 

United States Information Agency (268): All Agency employees 
in Washington must clear through the public information office before 
making any public comments about Agency activities. 

Department of Labor (325): Departmental regulations state that 
subordinate officials receiving oral requests for information are either 
(1) to deny the request or (2) to refer the inquirer to the appropriate 
bureau or office, director or assistant directors, or Solicitor. 

National Labor Relations Board (352) : Legal assistants and other 
subordinate officials are generally instructed not to discuss agency 
business with the press. In particular instances they may be author- 
ized to discuss agency matters at meetings or on radio-TV when they 
have been invited to appear. 

National Security Souneil (365) : Staff employees are not author- 
ized to comment to the press or public on NSC policy matters. Safe- 
guards on classified defense information must be observed. 

National Security Training Commission (370): Clerical help only 
are instructed not to comment. 

Post Office Department (390) : Comments for publication should be 
channeled through the Office of the Special Assistant to the Postmaster 
General. Otherwise there are no restrictions. 





INFORMATION FROM DEPARTMENTS AND AGENCIES 225 


8. No specific instructions have been issued which prevent employees 
from contacts with the press or the public. (The agencies’ replies 
indicate, however, that certain restrictions are in effect.) 

Civil Service Commission (90): No specific instructions. Em- 
Barer are warned against Ae personal use of official data. 

partment of Commerce (106): No instructions which prevent 
employees from answering press inquiries on unclassified matter. 

When employee is not qualified to discuss the subject matter of the in- 

quiry, it is usual to refer the inquirer to the Office of Public Informa- 

tion. 

General Services Administration (233): No instructions restrain- 
ing employees from talking with the press. It is a usual practice for 
employees to refer press and public inquiries to the Office of Public 
Information. 

Housing and Home Finance Agency (256) : No one is instructed not 
to speak to the press. When possible, officials are asked to channel 
information through the Information Office to insure accuracy and 

uality. 

"leeds Cooperation Administration (294) : No employees are 

specifically instructed not to comment to the press or the public. The 

neral procedure is for all press and public inquiries to be handled 

y the Office of Public Reports, with certain requests for specialized 
technical information being referred to the appropriate technical 
office for handling. 

Department of Justice (315): No specific instructions to any em- 
ployee which would bar him from contacts with the press or the public. 
The Department depends upon the good sense of an employee to re- 
frain from comment on matters about which he has no knowledge. 
Except in emergency cases, inquiries received by the FBI are handled 
through regular channels. 

National Capital Housing Authority (343) : No specific instructions 
have been issued to employees with respect to responding to requests 
for information, except that clerical and maintenance employees are 
under instructions to refer inquiries to their immediate supervisors. 

Rubber Producing Facilities Disposal Commission (420): No em- 
ployees are so instructed. Few employees feel qualified to make com- 
ments because of the technical nature of the Commission’s operations. 
Formal press and public statements must be authorized and approved 
by the Commission before release. 

Securities and Exchange Commission (434): No specific instruc- 
tions have been issued. Members of the Commission and staff officers 
may furnish information to the press, in addition to the press informa- 
tion officer. 

Selective Service System (442): No formal instructions have been 
issued to officers or employees of this agency with reference to press 
contacts. However, “it is understood” that matters of an information 
nature are to be referred for handling to the Office of Legislation, 
Liaison, and Public Information. 

Smithsonian Institution (456): No officers have been instructed to 
restrict their comments, except for policy matters which are the re- 
sponsibility of the Secretary and the Board of Regents. 

Department of State (175) : “There are no standing instructions 
within the Department prohibiting any group of employees from 
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commenting to the press or public so long as they are guided by. the 
deme for the release Pt information as set Yorth in IT 1 above.” 
However, formal press conferences and statements are arranged by 
the News Division. 

Tennessee Valley Authority (498) : No formal instructions. With- 
in the limitations explained in the reply toI 1, TVA earany are ex- 
pected to handle inquiries relating to their specific work and to refer 
those which go beyond the scope of their activities either to their su- 
periors or to the Information Office. 

Veterans’ Administration (521) : No employee is so instructed spe- 
cifically. However, press contacts concerning Veterans’ Administra- 
tion matters are suithorieed only for designated officials. Any em- 
ployee may comment on non-Veterans’ Administration matters. 


4. No employees have been instructed not to comment to the press or 
public either formally or informally. (No further details or ex- 
planation.) 

Department of Agriculture (19). 

Office of Defense Mobilisation (143). 

Farm Credit Administration (153). 

Federal Communications Commission (168). 
Federal Power Commission (191). 

Federal Trade Commission (217-18). 
Department of Health, Education, and Welfare (246). 
intien Claims Commission (261). 
Department of the Interior (281). 

National Mediation Board (355). 

National Science Foundation (358). 
Panama Canal Company (377). 
Redevelopment Land Agency (404). 
Renegotiation Board (412). 

Small Business Administration (450). 
Subversive Activities Control Board (485). 
Department of the Treasury (508). 


. It has not been necessary to issue such instructions 


Federal Coal Mine Safety Board of Review (158). 
National Capital Planning Commission (346). 


6. A specific answer to the question could not be determined from the 
agency's reply 

American Battle Monuments Commission (27-28). 

Council of Economic Advisers (114). 

Department of Defense (128). 

eh See Bank of Washington (148). 

Federal Reserve System (203). 

Fine Arts Commission (222). 

Interstate Commerce Commission (303). 

Railroad Retirement Board (398). 

United States Tariff Commission (491-492). 
Veterans’ Education Appeals Board (527). 
Advisory Committee on Weather Control (530). 


Or 
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FP. Question IT 3 (0) 


II 3 (c). Zs any review made of the actual contacts of those author- 
ized to speak to the press? ' 

The replies to this question indicate a variation in practice among 
the agencies and departments. Some agencies, for example the Cen- 
tral Intelligence Agency and the Department of the Treasury, stated 
that all press contacts were soiewna Other agencies, for example 
the Department of Agriculture and the Post Office Department, said 
that no review was made of press contacts. Many gave a qualified 
negative reply; i. e., essentially a negative reply, except that reviews 
are made in certain circumstances. Some of the reviews were op- 
tional; some were mandatory; some were occasional; and some were 
continuous, ' 

a replies of the 60 departments and agencies may be summarized 
as follows: 

(1) Nineteen replied affirmatively, describing types and kinds of 
review. 

(2) Fifteen gave qualified negative replies. 

(3) Thirteen gave negative replies; 11 answered “No” with no 
further remarks or explanation ; 2 said that no review had been found 
to be necessary. 

(4) One said the question was “not applicable.” 

(5) Twelve replies did not contain a specific answer to the question. 

Department and agency replies within the above categories are 
listed below : 

(1) Affirmative replies describing types and kinds of review: 

Central Intelligence Agency (60): A careful record is maintained 
of all press contacts. 

Civil Defense Administration (78): Only through published ac- 
counts of contacts. 

Civil Service Commission (90): All press queries and answers fur- 
nished by the Public Information Office are reviewed by the public 
information officer who is also kept informed of information furnished 
by other officials and who reports orally on press contacts to the 
Executive Director and the Chairman. 

Office of Defense Mobilization (143): The information officer re- 
ports periodically to the Director on press contacts. 

Farm Credit Administration (153): “Made direct to top officials. 
In such cases, they handle requests directly.” 

Federal Conciliation and Mediation Service (225) : Review of results 
obtained is made by the Chairman through evaluation of press inter- 
pretation and coverage. 

Federal Deposit Insurance Corporation (177) : Director of Publica- 
tions and Information or the Chairman of the Board ordinarily re- 
views actual press contacts. 

Federal Power Commission (191): When extensive information is 
given to the press, it is required that the employee who handles the 
inquiry report to the Chairman concerning details. 

ederal Trade Commission (218) : The Public Information Director 
reports regularly on his press contacts to the Secretary of the Com- 
mission and informally to the Commissioners. 
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International Cooperation Administration (294) : Director of Pub- 
lic Reports is informed of press inquiries and answers given by in- 

_ formation officers, and usually also by other agency officials. 

Department of Justice (316): The Department reviews informa- 
tional mediums to ascertain that there is no disclosure of classified 
information. 

Department of Labor (329) : From reply to 13 (c-h) : “The Solici- 
tor maintains a constant review of these requests” (for access to or 
withdrawal of originals of any document in the custody of the Depart- 
ment, or for copies thereof). 

National Advisory Committee for Aeronautics (339) : The Director 
and Executive Secretary are kept informed of actual contacts. 

Panama Canal Company (377) : The work of the Information Office 
is under constant review by the Governor. 

Rubber Producing Facilities Disposal Commission (420): Neces- 
sary reviews are made at Commission meetings. 

St. Lawrence Seaway Development Corporation (427): Contacts 
are discussed at staff meetings. Releases are reviewed by the Adminis- 
— Director of Information, and other appropriate staff mem- 

rs. 

Department of State (475) : Press releases and press conferences ar- 
ranged by the News Division are subject to full review by the press 
officers. As necessary, questions may be referred to the Assistant Sec- 
retary for Public Affairs or to the Secretary. 

Subversive Activities Control Board (485): The Chairman and 
Board members occasionally review the information officer’s press 
contacts. 

Department of the Treasury (508): Work of information service 
employees is being constantly reviewed by their superiors. 

(2) Qualified negative replies: 

Bureau of the Budget (51): No special review of press contacts is 
made. 

Civil Aeronautics Board (67): No established policy. Normally 
no formal review. 

Department of Commerce (106) : No special review is made, except 
for a continuing effort to improve service. 

Department of Defense (128) : No specific reviews are made. There 
are occasional reviews of information activities to assure that policies 
and regulations are being properly carried out and to determine 
whether changes in policy or procedure are required. 

Department of Health, Education, and Welfare (246) : Generally 
no, other than normal supervisory review, or possible review in the 
event incorrect or unauthorized information appears as the result of 
press contact. 

Housing and Home Finance Agency (256): No. Officials who have 
direct press contacts are asked to advise the information office on the 
material they gave out. 

United States Information Agency (268): No review is made of 
actual contacts. The Chief of the Public Information Staff is kept 

informed of contacts. 
National Capital Planning Commission (347): No formal review 
because of control of contacts and the small staff. 
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National Labor Relations Board (352) : No regular direct review is 
made, except the operating reviews made within the Division of In- 
formation. 

National Science Foundation (358): No. Reference is made to Ad- 
ministrative Instruction No. 28. (This memorandum which was at- 
tached to the Foundation’s reply to the questionnaire was not included 
in the committee print of the replies. ) 

Railroad Retirement Board (399): No, but the secretary reports 
press contacts to the Board. 

Redevelopment Land Agency (404) : No, but in actual practice divi- 
sion chiefs report verbally on such contacts to the Executive Director 
or his assistant. 

Selective Service System (442): No review of actual contacts is 
made except where it is thought appropriate to assure compliance with 
the requirements of Public Law 26. 

Smithsonian Institution (456): No centralized review is made of 
press contacts, Curators usually advise their bureau heads of such 
contacts in order that they will be aware of matters which are of 
current. interest. 

Veterans’ Administration (521): No systematic review is made. 
Contacts are reviewed through a study of news clippings. Any com- 
plaint from press sources as to lack or inadequacy of information given 
is immediately investigated and corrected, if justified. 

(3) Negative replies : 

(a) “No” (no further remarks). 

Department of Agriculture (19). 

Atomic Energy Commission (39). 

General Services Administration (233). 

Indian Claims Commission (261). 

Department of the Interior (280). 

National Security Training Commission (370). 

Post Office Department (390). 

Renegotiation Board (412). 

Securities and Exchange Commission (434). 

Small Business Administration (450). 

Tennessee Valley Authority (498). 

(6). Noreview had been found to be necessary : 

Federal Coal Mine Safety Board of Review (158). 

Federal Reserve System (203). 

(4) “Not applicable” : National Security Council (365). 

(5) No specific answer to the question found in the agency’s or de- 
partment’s reply : : 

American Battle Monuments Commission (27-28). 

Council of Economic Advisors (114). 

Export-Import Bank of Washington (148). 

Federal Communications Commission (168). 

Federal Mediation and Conciliation Service (183). 

Fine Arts Commission (222). 

Interstate Commerce Commission (303). The Commission’s reply 
referred to appendix C. (Appendix C was not included in the com- 
mittee print of replies to the questionnaire. ) 

National Capital Housing Authority (343-344). 

National Mediation Board (355). 
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United States Tariff Commission (491-492). 
Veterans’ Education Appeals Board (527). 
Advisory Committee on Weather Control (530). 


G. Question IT 4 


II 4. What specific restrictions or controls are imposed by your 
agency over what is authorized for publication, including so-called 
strategic information? 

It appears from the departments’ and agencies’ replies to this ques- 
tion that the principal kinds of restrictions or controls placed over 
what is authorized for publication are reviews to ascertain that security 
regulations are not violated; to insure accuracy and conformance 
with policy; and to see that restrictions which have been imposed on 
release of information originated by other agencies are observed by 
the agency which now possesses the material. 

Twenty-seven of the departments and agencies interpreted the ques- 
tion to be part of the broader questions 1 and 2 of part I, General, and 
answered it by referring to their previous replies. Nine others de- 
scribed restrictions which their agencies imposed. Seven replied that 
they imposed no restrictions other than in certain situations, which 
were then stated. One agency does not authorize information for 
publication. Thus, a total of 44 departments and agencies described 


specific restrictions or controls which they imposed on material author- 
ized for publication. Of the 16 remaining agencies, 8 replied that no 
specific restrictions or controls are imposed by them, 5 said the ques- 
tion was “not applicable,” and 3 did not give a specific answer to the 


question. — ye air 
A classified listing of the replies is given below: 


1. Departments and agencies which stated that the applicable restric- 
tions and controls on material authorized for publication were the 
same as set forth in prior replies, usually questions 1 and 2 of part 
I, general. In those cases where the agency's or department's re- 
ply contained additional remarks, they have been included. 

Department of Agriculture (19) : Most of the so-called strategic in- 
formation comes from other Federal agencies bearing a security classi- 
fication, and is handled accordingly. 

Bureau of the Budget (51-52): Interagency consultation arrange- 
ments on a regular basis under Bureau Bulletin No. 51-6 exist regard- 
ing the publication of statistical information affecting the national 
security. 

Civil Service Commission (91). 

Department of Commerce (106): The Department has established 
an Office of Strategic Information, at the request of the National Se- 
eurity Council, for the pu of studying the publication of un- 
classified scientific, technical, industrial, and economic information, 
which if distributed indiscriminately may be inimical to national 
security. 

Department of Defense (128). 

Federal Coal Mine Safety Board of Review (158). 

Federal Power Commission (191). 

Federal Reserve System (203). 

Federal Trade Commission (218). 
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Foreign Claims Settlement Commission (225). 

Housing and Home Finance Agency (256). 

International Cooperation Administration (295). 

Interstate Commerce Commission (304). 

Department of Justice (316). 

Department of Labor (329). 

National Advisory Committee for Aeronautics (339). 

National Capital Planning Commission (347). 

Redevelopment Land Agency (405). 

Renegotiation Board (412). 

Rubber Producing Facilities Disposal Commission (420). 

Securities and Exchange Commission (434). 

Small Business Administration (450). 

Department of State (475). 

United States Tariff Commission (492). 

National Capital Housing Authority (344). 

Subversive Activities Control Board (486). 

Department of the Treasury (508). 
2. Agencies which described the restrictions which their agencies 

imposed 

Atomic Energy Commission (39) : Headquarters review is required 
in advance of release of nonroutine oral, written, and visual public- 
informational materials involving policy or phases of 5 er pro- 
posed for issuance. Headquarters review is required of proposed 


public statements by AEC employees regarding nuclear weapons and 
containing information not previously made public officially. Upon 
request, the AEC reviews proposed public information statements 


submitted by contractors. (Restrictions and controls are defined in 
AEC Manual, ch. 3105, attached as appendix J, not included in the 
committee print of replies.) 

Civil Aeronautics Board (68): Prior to public release, no informa- 
tion is to be given on a Board decision. Intraoffice procedure and 
discussions are generally not a matter of public information. Refer- 
ence is also made to Administrative Memorandums 40 (2R), 54 (2R), 
and 55. (These memorandums were attached to the Board’s reply 
to — questionnaire but did not appear in the committee’s print of 
replies. ) 

Civil Defense Administration (78): Information is cleared for 
accuracy and policy conformance, and conformance to statutory re- 
strictions concerning security classified information, by an orderly 
intragency process. 

Office of Defense Mobilization (143-144) : Full information is avail- 
able on policies, functions, orders, and actions taken, except where the 
release of information would adversely affect the national security and 
interest. ODM security regulations provide that no employee may 
use for public purposes material “which is concerned with, or is closely 
related to, classified defense information available to him in the course 
of his duties” except by special authorization from the Security Office 
and the ODM office responsible for the subject matter. 

Export-Import Bank of Washington (148): Restrictions imposed 
are those in regard to classified defense information. 

Department of Health, Education, and Welfare (246): All infor- 
mation released by the Department is subject to a review procedure; 
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the constituent units of the Department are responsible for the accu- 
racy and policy conformance of the information; the Office of the 
Secretary reviews certain types of material and subject matters, e. g. 
national press material, and materials which deal with subjects “suc 
as Department policy and program developments beyond that pro- 
vided for in existing legislation or formulated in official Department 
recommendation.” 

Panama Canal Company-Canal Zone Government (377) : The Gov- 
ernor exereises full control on the release of information. Classified 
security information is not generally released. 

St. Lawrence Seaway Development Corporation (427): The Ad- 
ministrator would be responsible for controlling strategic information. 
The Corporation would conform with the established Federal policy 
in the event of war or national emergency. (No further details given. ) 

Tennessee Valley Authority (498): The Information Office reviews 
material prepared by TVA employees for publication for factual con- 
tent and conformity to TVA policy. 


3. Agencies which impose no restrictions other than in certain situa- 
tions, which were stated 

Federal Deposit Insurance Corporation (177): None, other than 
the regulation relating to confidential and privileged information, dis- 
eussed in the reply to I, 3. 

United States Information Agency (268): No specific restrictions 
or controls other than those relating to classified information. 
Department of the Interior (281): No specific restrictions or con- 
trols “except to the extent that * * * security classification is involved 
and that all publications are subject to normal program reviews and 
budgetary limitations.” Preliminary results of investigations are not 
made available prior to the time of publication to insure equitable and 
simultaneous plone: In a few “exceptional” cases, reports have been 
withheld from publication because source data used had a security 
classification, or because another agency indicated that the report 
“might reveal information on a particular commodity that might com- 
promise the national interests.” 

National Mediation Board (355): All “available” information is 
released to anyone, upon request, at any time, without restriction. 

National Science Foundation (358): None, except with respect to 
security classified information. 

Post Office Department (390): None, except as imposed by other 
agencies. 

Selective Service System (422-443): None, other than routine re- 
view by the Office of Legislation, Liaison, and Public Information to 
assure accuracy. 


4. Agency which “does not authorize information for publication” 
Central Intelligence Agency (61). 


5. Agencies which replied that no specific restrictions or controls are 
emposed over what is authorized for publication 
Farm Credit Administration (153). 
Federal Communications Commission (168). 
General Services Administration (233). 
Indian Claims Commission (261). 
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National Labor Relations Board (352). 
Smithsonian Institution (456). 
Veterans’ Administration (521-522). 
Advisory Committee on Weather Control (530). 
6. Agencies which held the question to be “not applicable” 
Council of Economic Advisers (114). 
Federal Mediation and Conciliation Service (183). 
National Security Council (365). 
National Security Training Commission (370). 
Railroad Retirement Board (399), with the possible exception of 
employment data during an emergency or war period. 


7. No specific answer to the question could be found in three instances 
American Battle Monuments Commission (27-28). 
Fine Arts Commission (222). 
Veterans’ Education Appeals Board (527). 


H. Question IT 4 (a) 


II 4 (a). Under what authority are specific restrictions or controls 
imposed by your agency over what is authorized for publication, in- 
cluding so-called strategic information? 

Thirty-six departments and agencies cited authorities or references 
to authorities under which specific restrictions are imposed by them 
over what is authorized for publication. Twenty did not list author- 
ities, either because their answer to question I] 4 had been that no 
specific restrictions were eo because they considered all or parts 
of the question to be inapplicable; or for other reasons. No specific 
reply was found in the replies of four other agencies. 

eplies of the departments and agencies by categories are sum- 
marized below: 


1. Departments and agencies which cited authorities for restrictions 
which they imposed on material authorized for publication 

Atomic Energy Commission (40): Atomic Energy Act of 1954; 
Executive Order 10501. 

Civil Defense Administration (78): Atomic Energy Act of 1954; 
Executive Order 10501. 

Export-Import Bank of Washington (148) : Executive Order 10501. 

United States Information Agency (268) : Executive Order 10501; 
United States Information and Education Exchange Act of 1948; and 
the Agency’s security regulations. 

Department of the Interior (281) : Executive Order 10450; or spe- 
cific requests from other Federal agencies. 

Panama Canal Company (377) : Executive Order 10501, and Gen- 
eral Order No. 3, issued by the Governor. 

Rubber Producing Facilities Disposal Commission (420) : Sections 
7 (a) and7 (c) of Public Law 205 (83d Cong., 1st sess.). 

St. Lawrence Seaway Development Corporation (427) : Direct in- 
structions of the Administrator. 

Selective Service System (443): By authority of the Director. 

Tennessee Valley Authority (498): Statement of policy by TVA 
Board pursuant to the TVA Act (see Administrative Code: IT, In- 
formation Service, Public Information Services). 

81340—56——16 
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3. Departments and agencies which interpreted the question to be 
part of the broader questions in part I, General, usually 1 and 2, 
and answered it by referring to their previous reply. In those 
cases where additional authority is cited in the reply, it has been 
included 

Department of Agriculture (19): Department’s Records Security 

Regulations also cited. : 

Bureau of the Budget (51-52) : Bureau Bulletin No. 51-6 also cited. 
Civil Aeronautics Board (68): Reference is made also to Admin- 

istrative Memorandums 40 (2R), 54 (2R), and 55. 

Civil Service Commission (91). : 

Department of Commerce (106): (Also 20 F. R. 7233, Sept. 28, 
1955). 

Department of Defense (128). 

Office of Defense Mobilization (143-144). 

Federal Coal Mine Safety Board of Review (158). 

Federal Deposit Insurance Corporation. (177): (Also C. F. R. 

309; sec. 309.1 (f)). 

Federal Power Commission (191-192). 

Federal Reserve System (203). 

Department of Health, Education and Welfare (246). 

Housing and Home Finance Agency (256). 

International Cooperation Administration (295). 

Department of Justice (316). 

Department of Labor (329). 

National Advisory Committee for Aeronautics (339). 

National Capital oadas Authority (344). 

National Capital Planning Commission (347). 

Redevelopment Land Agency (405). 

Securities and Exchange Commission (434). 

Small Business Administration (450). 

Department of State (475). 

Subversive Activities Control Board (486). 

United States Tariff Commission (492). 

Department of the Treasury (508). 


3. Departments and agencies which cited no authority, either because 
the reply to question II (4) had been that no specific restrictions 
were imposed ; because the question was inapplicable; or for other 
TEASONS 

Central Intelligence Agency (61): CIA does not authorize infor- 
mation for publication. 

Council of Economic Advisers (114): Inapplicable. 

Farm Credit Administration (153): None (no restrictions). 

ok gpg Communications Commission (168): None (no restric- 
tions). 

Federal Mediation and Conciliation Service (183) : Inapplicable. 

Federal Trade Commission (218): Inapplicable. 

Foreign Claims Settlement Commission (225) : Inapplicable. 

Interstate Commerce Commission (304): No (no restrictions). 

General Services Administration (233): None (no restrictions). 
Indian Claims Commission (261): None (no restrictions). 
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National Labor Relations Board (352) : None (no restrictions). 

National Science Foundation (358) : a 

National Security Council (365) : Inapplicable. 

National Security Training Commission (370): Inapplicable. 

Post Office Department (390): None (no restrictions). 

Railroad Retirement Board (399): Inapplicable. 

Renegotiation Board (412-413): “Unnecessary” to answer ques- 
tions because no restrictions are imposed other than limitations 
stated I (1) (2) 

Smithsonian Institution (456): None (no restrictions). 

Veterans’ Administration (521-522): None (no restrictions). 

Advisory Committee on Weather Control (530): None (no restric- 
tions). 

4. No specific answer was found in these replies 

American Battle Monuments Commission (27-28). 

Fine Arts Commission (222). 

National Mediation Board (355). 

Veterans’ Education Appeals Board (527). 


I Question IT (4) (ce) 


II (4) (ce). Are any special restrictions placed on photographers or 
newsreel and television representatives? 

Analysis of the replies reveal that photographers, newsreel and tele- 
vision representatives operate in the Government departments and 
agencies with a considerable degree of latitude. The following table 
presents a breakdown of the replies by major categories: 


1. No special restrictions are placed on photographers or news- 
reel and television representatives: 1 department and 27 agen- 
cies. 

2. Special restrictions on photographers or newsreel and tele- 
vision representatives are described: 9 departments and 13 agen- 
cies, 

3. Does not give accreditation to press or photographers, or 
newsreel and television representatives: 1 agency. 

4. Question held to be inapplicable: 4 agencies. 


5. Question not answered specifically: 5 agencies. 


It appears that there are three principal areas within the Govern- 
ment in which photographers are restricted. The first area con- 
cerns activities where security regulations are in effect. The second 
restricted area concerns the prohibition of photographs during hear- 
ings or in the court room. The third principal restricted area concerns 
the prohibition of taking photographs of certain types of patients 
and in certain kinds of Government hospitals. In a number of in- 
stances the reply indicated a willingness on the part of the agency 
to cooperate so far as possible with photographers and newsreel and 
television representatives to help them obtam legitimate public interest 
stories. 

A listing of department and agency replies under the categories 
defined above follows: 
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1. Departments and agencies which replied that no special restrictions 
are placed on photographers or newsreel and television repre- 
sentatives 

Department of Agriculture (19-20). 

Bureau of the Budget (51). 

Office of Defense Mobilization (144). 

Farm Credit Administration (153). 

Federal Communications Commission (168-169). 
Federal Deposit Insurance Corporation (177). 
Federal Reserve System (203). 

Federal Trade Commission (218). 

Foreign Claims Settlement Commission (225). 
Housing and Home Finance Agency (256). 
Indian Claims Commission (261). 

United States Information Agency (268). 
International Cooperation Administration (295). 
National Capital Housing Authority (344). 
National Capital Planning Commission (347). 
National Labor Relations Board (352). 

National Science Foundation (358). 

National Security Training Commission (370). 
Post Office Department (391). 

Railroad Retirement Board (399). 
Redevelopment Land Agency (405). 
Renegotiation Board (413). 

Rubber Producing Facilities Disposal Commission (420). 
Securities and Exchange Commission (4384). 
Selective Service System (443). 

Small Business Administration (450). 

Tennessee Valley Authority (499). 

Advisory Committee on Weather Control (530). 


2. Departments and agencies which described special restrictions on 
photographers or newsreel and television representatives 

Atomic Energy Commission (40) : None, other than those that may 
be required under security regulations at the locality where the camera 
work is carried on. 

Civil Aeronautics Board (68): No restrictions have been necessary. 
Requests for photographs of witnesses testifying before the Board are 
rarely granted. 

Civil Defense Administration (78-79): Only when coverage of 
agency activities involves visiting restricted areas, in which case they 
must have security clearance. 

Civil Service Commission (91): Photographs of competitors in 
civil service examinations must not identify individuals; nor may 
photographers take pictures or disturb competitors while the exami- 
nation is in progress. While newsreel and representatives receive: 
all material] that is furnished to other news media, it is not always pos- 
sible to provide additional, supplementary materials specifically for- 
them. 

Department of Commerce (106) : Only restrictions which apply to. 
classified or restricted materials. 
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Department of Defense (129) : No restrictions other than those re- 
quired by security protection. Photographs may not be taken during 
sessions of military tribunals. 

Federal Coal Mine Safety Board of Review (158): Customary re- 
strictions in court proceedings would be applied. 

Federal Power Commission (192) : Photographs are not permitted 
at Commission hearings without aproval of the presiding examiner; 
photographers are prohibited in areas which are not open to the 
public. 

General Services Administration (234): Advance permission must 
be obtained to photograph stockpile locations, and photographs taken 
must be submitted for clearance. Photographers must obtain permis- 
sion to take pictures in public buildings. GSA permission is readily 
granted subject to occupant agencies approval, in which case it pro- 
vides assistance in making power connections, etc. 

Department of Health, Education, and Welfare (246) : No, except 
that photography within Public Health Service hospitals, the Serv- 
ice’s Clinical Center and on the grounds of St. Elizabeths Hospital is 
subject to prior approval of the appropriate official at each installa- 
tion. 

Department of the Interior (281): None, except that permits are 
Be, te for full-length movies in national park areas. 

nterstate Commerce Commission (304) : Photographs are permitted 
only on authorization from GSA. 

epartment of Justice (316): Photographers, newsreel and TV 
representatives are welcome at news conferences and other depart- 
mental informational activities. Prisoners are not posed, but there 
are no restrictions upon Tes Searie them outside a Federal court- 
house or detention facility. Restrictions on photographing inside 


courthouses are set by the pha Sov Federal court. 


Department of Labor (329): Photographers, newsreel, and TV 
cameramen are usually requested to take pictures after a press confer- 
ence, because of space limitations. 

National Advisory Committee for Aeronautics (339): Security re- 
view by NACA is required prior to release of photographs taken. 

Panama Canal Company (377) : Aerial photography and the taking 
of photographs within certain areas are prohibited in the Canal Zone 
except by special authorization of the Governor. 

St. Lawrence Seaway Development Corporation (427) : Restrictions 
from the Department of Defense would apply. 

Smithsonian Institution (456): No restrictions so long as activities 
do not interfere with regular visitors. A few museum pieces which by 
the terms of their acquisition cannot be shabenunhed are restricted. 

Department of State (475): May not photograph certain areas at 
will. The Department will dion assist photographers in taking 
pictures, even of certain restricted areas, if for a legitimate public 
purpose and when made in the presence of a member of the news 
division. 

Subversive Activities Control Board (486): Photographers, and 
operation of radio, TV, or newsreel equipment are forbidden in Board 
hearing room while hearings are in progress. 

Department of the Treasury (508): None except as dictated by 
peice! limitations of place where the event occurs, or as required 

ause of the subject matter. 
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Veterans’ Administration (522): No recognizable p ‘raph for 
peaten may be made of any mental patient in VA hospitals. 

hotographs of nonmental patients may be made if consent of the 
patient is obtained. 


3. Does not give accreditation to press or photographers or newsreel 
and television representatives 
Central Intelligence Agency (61). 
4. Question “inapplicable” 
Council of Economic Advisers (114). 
Federal Mediation and Conciliation Service (183). 
National Security Council (365). 
United States Tariff Commission (492). 
5. Question not specifically answered 
American Battle Monuments Commission (27-28). 
Export-Import Bank of Washington (148). 
Fine Arts Commission (222). 
National Mediation Board (355). 
Veterans’ Education Appeals Board (527). 


J. Question II 4 (d) and (e) 


II 4 (d) Zs your agency now preparing, or do you have prepared, 
plans for news censorship in wartime or other national emergency ? 

(e) What is the nature of the plans or planning? 

These two sections are answered together because the two questions 
are so closely related. Only 10 of the 60 departments and agencies 
described plans for news censorship. Forty replied that hey have no 
plans for news censorship, nor are any being prepared. Three held 
the questions to be “inapplicable,” and no specific answer could be 
found in seven replies. 

The following is a summary of department and agency replies by 
categories : 

1. Departments and agencies which described plans for news censor- 
ship 

Civil Defense Administration (79): The CDA is represented on a 
committee of the executive branch which is studying the subject of 
emergency information in wartime, and is assisting on the preparation 
of a code of voluntary censorship for war or other national emergency. 
The administration is cooperating with all media in an emergency 
information program designed to assist them in providing normal in- 
formation services in the event of an attack, and to assist the Govern- 
ment in making available to them information to attain a public suffi- 
ciently informed to react to attack with a high national morale. 

Department of Defense (129): Yes; in coordination with the Office 
of Defense Mobilization. The Defense Department has prepared 
plans for military censorship in the field. field press censorship 
manual is attached at tab (B) (not included in the committee print of 
the department’s reply). 

Office of Defense Mobilization (144): ODM which is responsible 
for mobilization readiness is now planning for a wartime Office of 
Censorship which would be placed into operation during a national 













INFORMATION FROM DEPARTMENTS AND AGENCIES 239 


emer ey, to administer a voluntary code of censorship as in World 
War II. 

Housing and Home Finance Agency (256): The Agency has only 
the emergency news censorship plans relating to relocation which have 
been established through the ODM. 

Department of Interior (281): The Department has given only 
preliminary attention to the need for or problems of news censorship 
as a part of its emergency relocation planning. It is doubtful if any 
specific plans will be developed in the immediate future. 

Railroad Retirement Board (399): The Board would presumably 
be bound by regulations prescribed by the Department of Labor. 
(Nore.—The Department of Labor held these questions to be “in- 
applicable.”) 

St. Lawrence Seaway Development Corporation (427): Restrictions 
from the Department of Defense would apply. 

Department of State (476): The Department is not planning for 
news censorship in wartime, but it does have representation on the 
Interagency Committee on National Censorship Pounine under spon- 
sorship of the ODM. This committee is making plans for an Office 
of Censorship as a contingency preparation for a possible war period 
only, with a voluntary censorship code for news media as in World 
War I. 

Tennessee Valley Authority (499): Informal plans only have been 
made. These include following, insofar as applicable, the censorship 
codes issued by the Government in World War LI, until new uniform 
codes are issued. 

Department of the Treasury (508): Treasury has participated in 
the preparation by a committee under the auspices of ODM of plans 
for voluntary news censorship in wartime or other national emergency. 


2. Departments and agencies which replied that they have no plans for 
news censorship in wartime or other national emergency, nor are 
any being prepared 

Department of Agriculture (20). 

Atomic Energy Commission (40). 

Bureau of the Budget (51). 

Central Intelligence Agency (61). 

Civil Aeronautics Board (68). 

Civil Service Commission (91). 

Department of Commerce (106). 

Farm Credit Administration (153). 

Federal Coal Mine Safety Board of Review (158). 
Federal Communications Commission (169). 
Federal Deposit Insurance Corporation (177). 
Federal Power Commission (192). 

Federal Reserve System (203). 

Federal Trade Commission (218). 

Foreign Claims Settlement Commission (225). 
General Services Administration (234). 
Department of Health, Education, and Welfare (247). 
Indian Claims Commission (261). 

United States Information Agency (268). 
International Cooperation Administration (295). 
Interstate Commerce Commission (304). 
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Department of Justice (316). 

National Advisory Committee for Aeronautics (339). 
National Capital Planning Commission (347). 
National Labor Relations Board (352). 

National Science Foundation (358). 

National Security Council (365). 

National Security Training Commission (370). 
Panama Canal Company (377). 

Post Office Department (391). 

Redevelopment Land Agency (405). 

Renegotiation Board (413). 

Rubber Producing Facilities Disposal Commission (421). 
Securities and Exchange Commission (434). 
Selective Service System (443). 

Small Business Administration (450-451). 
Smithsonian Institution (456). 

Subversive Activities Control Board (486). 

United States Tariff Commission (492). 

Veterans’ Administration (522). 
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3. Agencies which held the questions to be “inapplicable” 
Council of Economic Advisers (114). 
Federal Mediation and Conciliation Service (183). 
Department of Labor (329). 

. No specific answers could be found in the replies of seven agencies 
American Battle Monuments Commission (27-28). 
Export-Import Bank of Washington (148). 

Fine Arts Commission (222). 

National Capital Housing Authority (344). 
National Mediation Board (355). 

Veterans’ Education Appeals Board (527). 
Advisory Committee on Weather Control (530). 


K. Question II 6 





Il. 5. What specific requests from the press for information have 
been denied by your agency between July 1, 1954, and July 1, 1955? 

The replies of 26 of the departments and agencies either described 
instances of denials or indicated by implication that denials of requests 
for information had been made. For the most part the replies were 
phrased in general terms. Bases for denials of information most 
frequently referred to were those listed in the replies to questions 1 
and 2 of part I, General. 

A summary table of the replies by categories is presented below: 

1. Twenty-six departments and agencies described instances of 
denials or indicated by implication that denials of requests for 
information had been made. 

2. Twenty-nine departments and agencies replied either that 
there had not been any denials of requests for information or that 
they were not aware of any such denials. 

3. One agency was unable to answer the question. 

4. Four agencies did not answer the question specifically. 

Replies of the departments and agencies are summarized below 
under categories described above. 
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1. Replies which described instances of denials or requests for 
information 

Department of Agriculture = : The Department has a record of 
only three specific instances of denial of information during the period 
specified. (1) One instance involved a request concerning a survey 
made in connection with the Department’s direct-distribution pro- 
en (donated foods). Release of this information was prohibited 

y paragraph 535, title 1, of the Department’s Administrative Regu- 
lations. (2) A second instance involved a request from a Florida 
newspaper to the State director of the Farmers’ Home Administration 
to supply comprehensive loan information which was not already 
assembled and which would have required extensive research to ac- 
cumulate. (3) Certain security information was not made available 
relative to a former employee of the Department under applicable 
Executive orders and executive policies. 

Atomic Energy Commission (40): The only denials were those for 
information which could not be answered without unauthorized dis- 
closure of classified information or disclosure of privileged infor- 
mation. 

“The necessity for negative response to queries because of security 
restrictions is relatively frequent and exact records of them have not 
been maintained. Therefore, identification of specific instances is not 
possible. Neither have there been maintained records of denials of 
requests involving privileged information.” 

Bureau of the Budget (52) : No specific requests from the press have 
been denied except “({1) as required by the policy set forth in part I 
above, (2) on requests for information on subjects under discussion 
within the executive branch before policy issues have been resolved, 
or 3) where the information requested is not available or cannot 
readily be compiled without undue burden, and without excessive 
public expense.’ 

Central Intelligence Agency (61): All specific requests from the 
press for classified information have been denied. 

Civil Aeronautics Board (68): No request has been denied, “unless 
it comes within the purview of above-discussed limitations” (probably 
refers to I 1, 2). 

Civil Defense Administration (79): None except those involving 
clearance of classified information by sources outside CDA. 

Department of Defense (129): No specific records of denials are 
kept. No requests were denied unless they came within the restric- 
tions set forth in the replies to questions 1 and 2 of part I, or unless 
the information requested did not exist or could not be developed 
without a disproportionate expenditure of time and money which 
could not be justified in a particular case. 

Office of Defense Mobilization (144): No denials except where re- 
lease of information would compromise the national security or in- 
terest. 

Federal Power Commission (192) : So far as can be determined, the 
only denial concerned a request made in June 1955 by a reporter from 
the Wall Street Journal relating to the extent of the Commission’s 
9a in the forthcoming Operation Alert, information which 


ad been classified on security grounds by the Office of Defense Mobili- 
zation. 
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Federal Reserve System (203): The Board has no knoweldge of 
any denials of information except those for information ‘previously 
stated to be not subject to release. 

Federal Trade Commission (218) : No denial of specific information 
except that described in the reply to question 1 of part I. 

Department of Health, Education, and Welfare (247): Requests 
were denied for the following types of information : 

Incomplete or preliminary medical data prior to development 
of complete data or final scientific judgment on it; 

Information from old-age and survivors insurance records on 
identifiable individuals where the individauls had not granted 
permission for release of the information ; 

Information about social security account numbers for use in 
“lucky numbers” promotions; 

Copies of letters to Members of Congress from the Secretary : 

Advance copies of testimony to be given before committees 
of Congress by Department officials; 

Information relating to the Department’s budget prior to sub- 
mission of the budget by the President to Congress. 

Housing and Home Finance Agency (256) : “None except FHA in- 
formation involving Investigation or litigation, particularly where 
the release would more appropriately emanate from the Department 
of Justice.” 

International Cooperation Administration (295): None to our 
knowledge, except requests for classified information or information 
on pending but unfinalized negotiation with another government; or 
information concerning privileged internal documents or communica- 
tions to Congress limited to use in exeuctive session. 

Department of Justice (316): The records of the Department are 
not maintained in a system which permits a statement of the number 
of requests for information which were denied during the period 
specified. Inquiries are received daily which must be declined because 
they refer to classified information or to pending prosecutive or 
investigative matters or because they might compromise confidential 
techniques and sources. 

National Advisory Committee for Aeronautics (340) : Only requests 
which involved security information were denied. 

National Capital Planning Commission (347) : No record or know!- 
edge of denial of specific requests for information which met the cri- 
teria given in the reply to question 1 of part I. 

Panama Canal Company (378): No information was denied other 
than that classified as security information or for official use only. 

Rubber Producing Facilities Disposal Commission (421) : Informa- 
tion concerning the status of negotiations for sale of plants was not 
made public until after the contracts of sale had been signed. 

Securities and Exchange Commission (434): On a few occasions 
requests for preliminary copies of proxy material or for other infor- 
mation not in the Commission’s public files have had to be denied. 

Small Business Administration (451): None, except in a few in- 
— pursuant to restrictions stated in replies to questions 1 to 4 of 
part I. 

Department of State (476): Certain specific requests were denied 
which concerned (1) security separations from the Department, (2) 
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statements of the Department’s position in advance of decisions in- 
volving other agencies of the executive branch, and (3) concerning 

itions to be taken by the United States at international meetings 
before such matters had been fully formulated and coordinated with 
the views of Allied Governments. 

United States Tariff Commission (492): An unspecified number of 
requests for information were denied in accordance with the restric- 
tions set forth in questions 1 and 2 of part I. 

Tennessee Valley Authority (499) : Two instances of denials were 
described: (1) requests for information concerning negotiations on a 
projected power contract between TVA and the Atomic Energy Com- 
mission were denied while the gh De were in process, and (2) 
requests for detailed information about the negotiations between TV A 
management and the Tennessee Valley Trades and Labor Council on 
wage rates for TVA employees were denied until after the negotia- 
tions had been given Board approval. 

Department of the Treasury (508): “No record of denial of infor- 
mation which was available to public under conditions heretofore 
cited.” 

Veterans’ Administration (522): The record discloses only one de- 
nial. This concerned a newspaper request for permission to inspect 
the roster of patients in a hospital at Indianapolis, Ind., to ascertain 
whether abuses in the ability-to-pay provision of non-service-con- 
nected care were occurring. it is possible that a few other requests 
may have been denied during this period in telephone conversations. 


2. Negative replies (in those cases where the reply was other than 
categorically negative, the comments have been included) 

Department of Commerce (106) : The Department is not aware of 
any specific denials during the period mentioned and would not 
normally maintain a so of informal inquiries of this character. 

Farm Credit Administration (153): Do not recall any instances 
of denial of information. 

Federal Coal Mine Safety Board of Review (158). 

Federal Communications Commission (169). 

Federal Deposit Insurance Corporation (177). 

Federal Mediation and Conciliation Service (183). 

Fine Arts Commission (222): No legitimate request for informa- 
tion from the records has ever been denied. 

Foreign Claims Settlement Commission (225). 

General Services Administration (234). 

Indian Claims Commission (261). 

United States Information Agency (268). 

Department of the Interior (282): No record of the denial of any 
requests in this period. 

nterstate Commerce Commisison (305). 

Department of Labor (329) : No specific record has been kept. De- 
partment is not aware of any denials of specific requests for informa- 
tion. 

National Capital Housing Authority (344). 

National Labor Relations Board (352). 

National Mediation Board (355). 

National Science Foundation (358): None so far as is known. 
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National Security Council (365-366) : No instances have been dis- 
closed wherein specific requests were denied by the NSC. Such re- 
quests would be handled in accordance with the procedures outlined in 
the reply to question I. 7, 

National Security Training Commission (370). 

Post Office Department (391). 

Railroad Retirement Board (399). 

Redevelopment Land Agency (405). 

Renegotiation Board (413). 

St. Lawrence Seaway Development Corporation (427): No known 
denial of specific request for information. 

Selective Service System (443). 

Smithsonian Institution (456). 

Subversive Activities Control Board (486). 

Advisory Committee on Weather Control (530). 

8. Unable to answer the question 

Civil Service Commission (91): “The Commission does not main- 

tain records of individual instances in which the restrictions, which 


have been described, are applied. We are, therefore, unable to provide 
an answer to this question.” 


4. No specific reply to the question was found in the Agency's reply 
American Battle Monuments Commission (27-28). 
Council of Economic Advisers (114). 
Export-Import Bank of Washington (148). 
Veterans’ Education Appeals Board (527). 


L. Question IT 5 (a) 


IL 5 (a). Has release of important information been delayed in any 
instances? 

Thirty-five departments and agencies replied that release of informa- 
tion had not been delayed. Fifteen described circumstances in which 
delays in release of information had occurred. One said the question 
was not applicable, and nine did not answer the question specifically. 

It would appear that the principal delays in release of important 
information are due to compilation and processing of data, to obtaining 
necessary security clearances and to securing approval for release of 
the information from other interested agencies, and, in some cases, 
foreign governments who are concerned. 

Department and agency replies are summarized below : 


1. Departments and agencies which gave a negative reply. Replies 
other than a simple “No” have been included: 

Civil Aeronautics Board (68): On the contrary, efforts are made 
to release information as soon as possible. 

Civil Service Commission (91): “Not from standpoint of timing 
believed desirable by the Civil Service Commission.” 

Office of Defense Mobilization (144). 

Farm Credit Administration (153). 

Federal Coal Mine Safety Board of Review (158). 

Federal Deposit Insurance Corporation (177). 

Foreign Claims Settlement Commission (095) 

General Services Administration (234). 
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Department of Health, Education, and Welfare (247): “No. In- 
formation has been released promptly when it has been fully and 
accurately compiled.” 

Housing and Home Finance Agency (256). 

Indian Claims Commission (261). 

United States Information Agency (268). 

International Cooperation Administration (295): “No. Important 
information is released as promptly as practicable.” 

Department of the Interior (282). 

Interstate Commerce Commission (305). ; 

Department of Justice (316) : There has been no delay in the release 
of any important information which can be made public. What may 
on occasion appear to have been a delay has been due to the extensive 
research that is frequently required before an answer can be given. 

Department of Tabor (329) : Not aware of any delay in release of 
information. 

National Advisory Committee for Aeronautics (340). 

National Capital Planning Commission (347). No record or knowl- 
edge of such delay. 

National Labor Relations Board (352). 

National Science Foundation (358). 

National Security Training Commission (370). 

Panama Canal Company (378). 

Post Office Department (391). 

Railroad Retirement Board (399). No; not when information is 
available. 

Redevelopment Land Agency (405). 

Renegotiation Board (413). 

Securities and Exchange Commission (4384). 

Selective Service System (443). 

Small Business Administration (451). 

Smithsonian Institution (456). 

Subversive Activities Control Board (486): No. Decisions in the 
Board’s proceedings are made available to litigants and to public 
media at the same time, under practice of the Board. 

Tennessee Valley Authority (499). 

Department of the Treasury (508). 

Veterans’ Administration (522). 


2. se hay i ts and agencies which described circumstances in which 
elays in release of information had occurred 


Department of se psp (20-21) : Although the policy of the 


Department is to make information available as soon as possible, when 


programs and activities are in the developmental stage, it is some- 
times necessary to paves making information available because of the 
incompleteness of developments and agreements. Examples of infor- 
mation that were necessarily delayed in the past fiscal year are the 
following: Information on the 1955-56 budget, until the President’s 
budget was formally transmitted to Congress; information concerning 
the assignment of agricultural attaches, until final decision was made 
on attachés transferred to the Department from the State Depart- 
ment and on their post assignments; and a preliminary report of the 


USDA Advisory Committee on Home Economics, until a final ap- 
proved draft became available. 
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Atomic Energy Commission (40): Yes; in a few instances where a 
delay was in the interest of national security. E 

Bureau of the Budget (52): Release of information has been de- 
layed only for the time. required to compile and duplicate the material. 

Central Intelligence Agency (61): All specific requests from the 
press for clastified information have been denied. 

Civil Defense Administration (79). Coordination of information 
with other sources has resulted in certain delays in release. A part 
of the problem is how to inform the American people for their own 

rotection, without at the same time giving valuable data to the Soviet 
nion. 

Department of Commerce (106). Certain information is given 
a specific release date and is withheld until fully prepared and checked 
and ready for simultaneous distribution. 

Department of Defense (129). Ne release of information has been 
intentionally delayed longer than is required to compile it. and check 
it for accuracy, compliance with security and administrative restric- 
tions, and approval by other governments, if necessary. 

Federal Communications Commission (169). There has been no 
delay in release of information, except the time which is required to 
process voluminous documents. 

Federal Power Commission (192): No; except for the normal time 
lapse between the time an order or opinion is adopted and the date of 
its issuance, due to the mechanical processes of preparation for release. 

Federal Reserve System (203-204) : It has been a matter of standing 
practice that release of announcements of Board actions that might 
have an impact upon financial markets has been delayed until after 
the closing times of the principal markets. 

Federal Trade Commission (218): A slight delay is involved by 
withholding news of actions until respondents have been notified. 

National Capital Housing Authority (344) : Delay in release occurs 
only in order to secure maximum coverage and to coordinate with 
releases from the Public Housing Administration. 

Rubber Producing Facilities Disposal Commission (421): No, ex- 
cept that the Commission delayed release of information concerning 
the status of any company engaged in negotiations for the purchase 
of a plant until a contract of sale had been signed, and delayed release 
of the amount paid until the Commission’s report went to Congress. 

St. Lawrence Seaway Development Corporation (427) : See section 
I. By reference to I 3 (6), the Corporation estimated that there have 
ae —_ than a dozen cases in which release of material has been 

elayed. 

Degartwient of State (476) : No important information has been de- 
liberately delayed in release. Such delays as have occurred have been 
due to mechanical causes, or to the necessity of obtaining agreement 
from other governments directly concerned. 


3. “Not applicable” 
National Security Council (366). 

4. Agencies which did not answer the question specifically 
American Battle Monuments Commission (27-28). 


Council of Economic Advisers (114). 
Export-Import Bank of Washington (148). 
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Federal Mediation and Conciliation Service (183). 
Fine Arts Commission (222). 

National Mediation Board (355). 

United States Tariff Commission (492). 
Veterans’ Education Appeals Board (527). 
Advisory Committee on Weather Control (530). 


M. Question II 5 (b) 


It 5 (6). 1s information from your agency released simultaneously 
to all news mediums? 

Forty-six of the sixty departments and agencies replying to this 
question answered “Yes” without comment. The National Security 
Council (366) replied that the question was not applicable; and the 
American Battle Monuments Commission (27), the Export-Import 
Bank of Washington (188), the Fine Arts Commission (222), the 
Veterans’ Education Appeals Board (527), and the Advisory Commit- 
teeon Weather Control (530) did not answer the question. 

The comments of eight agencies are summarized briefly below : 

Central Intelligence Agency (61) : Were information to be released, 
it would be released simultaneously to all news mediums. 

Department of Commerce (106) :Yes; but there are occasions when 
enterprising reporters develop exclusive stories which are not released 
simultaneously to all mediums. 

Council of Economic Advisers (114): Requests from individual 
‘members of the press for background discussion are granted and inter- 
views held as promptly as possible. 

Farm Credit Administration (153) : Yes; however, if only one pub- 
lication requests some special information no general release is made. 

Department of Health, Education, and Welfare (247): Yes, when 
release is initiated by the Department. When a reporter requests 
information for an independent story, other newsmen are not informed 
of it. If a newsman requests information which is being developed 
for general release, it is released simultaneously to all news mediums. 

Indian Claims Commission (261) : There are no releases. 

Small Business Administration (451): Yes; except exclusives in 
which rights of press representatives are recognized. 

Department of the Treasury (508): Information is released simul- 
taneously to all mediums if it is of sufficient importance to warrant a 
press release. Information of minor importance is often supplied to 
individual news representatives on request. 


N. Question II 5 (ec) 


IL 5 (c). Has your agency discriminated against any news mediums? 

In no instance did one of the 60 departments and agencies state that 
it discriminated against any news mediums. The Federal Mediation 
Board (183) did not reply directly but, by implication, its answer was 
“No.” The American Battle Monuments Commission (27), the Fine 
Arts Commission (222), the Veterans’ Education Appeals Board 
(527), and the Advisory Committee on Weather Control (530) did 
not answer the question. The National Security Council (365-366) 
stated that the question was inapplicable. The Subversive Activities 
Control Board (486) stated that it had not discriminated except as 
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noted in their reply to question I. 4 (c) (the taking of still photographs 
and the operation of radio, TV, or newsreel equipment in Board hear- 
ing rooms is forbidden while hearings are in progress). 


ANALYSIS OF QUESTIONNAIRE 
Srorton IT I—Coneress 
A. Question III 3 (a), (6), and (c) 


III 3. How many instances have there been between July 1, 1954, 
and July 1, 1955, of refusal of information by your agency to— 

(a) Individual Congressmen on request? 

(1) Forty-five of the sixty departments and agencies reported no 
instances of requests for information from individual Congressmen 
having been refused. Included in this category were those who used 
such phrases as “no record of refusal,” “not aware of any instances of 
refusal,” “no known instances,” and so forth, as well as those who 
replied more positively in the negative. 

(2) Seven Sepaitionnte and agencies cited instances where informa- 
tion had been refused. 

Department of Agriculture (21) : One instance of request for copy 
of an audit report from 2 Members of the House and 1 Senator. 

Atomic Energy Commission (41) : Two instances. No explanation. 

Central Intelligence Agency (62) : Two instances. No explanation. 

Department of Health, Education, and Welfare (248) : Of an esti- 
mated annual total of 10,000 requests for information received by the 
Department, the Social Security Administration received almost 6,000 
requests for information concerning individuals covered by the old-age 
and survivors’ insurance program and was able to furnish information 
on all except 124 requests. In these cases statutory restrictions pro- 
a release of the information, and the Congressmen were so 
advised. 

International Cooperation Administration (296): In one instance 
the Director declined to answer questions concerning the political 
affiliations of appointees within the agency. 

Rubber Producing Facilities Disposal Cites (422) : In addi- 
tion to an unspecified number of telephone and mail requests for infor- 
mation regarding the status of negotiations concerning sale of rubber 
plants which were refused, one formal written request is pending for 
a complete tabulation of the appropriate prices which the Commission 
attached to the plants during negotiations. 

Veterans’ Administration (523): Although no statistical data are 
maintained, the central office had 1 or 2 requests involving beneficiary 
designations of Government insurance policies which it refused to 
answer because the insured had not given authorization. 

(3) Eight departments and agencies were unable to provide a defi- 
nite answer because their agency did not maintain such records. 

Bureau of the Budget (53): “No summary records are maintained 
of individual congressional requests for information which were re- 
fused. There were few such instances.” 

Civil Service Commission (92) : Commission does not maintain such 
records and is therefore unable to provide answers. 
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Department of Commerce (107): “No instances of refusal * * * 
have come to light.” In view of large volume of exchange of informa- 
tion which goes on daily within the Department, it is possible that par- 
ticular requests may have been refused for reasons described in items 
| and 2 of part I above. 

Department of Defense (130) : “No special records are maintained 
by the Department regarding denials of congressional requests for in- 
formation.” “Some” instances of denials on basis of restrictions listed 
in replies to questions 1 and 2 of part I are known. The Department is 
of the opinion that a “satisfactory alternative” was agreed on in those 
cases where the Department was unable to comply with the original 
request. 

Oftice of Defense Mobilization (144): “No compilation maintained.” 
“Very few instances.” 

Department of Justice (317): Records are not maintained in such 
a system to yield this information. While it is possible that there have 
been instances where the Department has been unable to comply fully 
with a request, “the Department has no record of a refusal of informa- 
tion. * * *.” FBI must decline inquiries “frequently, due to their 
very nature as they often refer to pending prosecutive or investigative 
matters or might possibly compromise confidential techniques and 
sources.” . 

Railroad Retirement Board (399): Number is unknown. “Such 
instances would be rare.” 

Department of State (477): No record is maintained; it is there- 
fore not possible to provide information on the exact number of in- 
stances in which information has not been provided on request. 

(b) To congressional committees on request? 

(1) Forty-one departments and agencies reported no instances of 
refusal of information which had been requested by congressional 
committees. 

(2) Fourteen listed or described instances of refusals. 

Department of Agriculture (21-22): Two instances. One con- 
cerned temporary withholding of security information on interna- 
tional negotiations; basic information was later available in the Presi- 
dent’s message. ‘The other instance concerned employee-security in- 
formation and is described below under question 4. 

Atomic Energy Commission (41) : Two instances. No explanation. 

Bureau of the Budget (52): “* * * several instances * * * in 
which the Bureau * * * was unable to answer specific questions asked 
by a congressional committee.” 

Central Intelligence Agency (62): Seven instances. No explana- 
tion. 

Council of Economic Advisers (115): One instance, described 
below under question 4. 

Department of Commerce (107): Three instances. Two concerned 
information required to be kept confidential by the Export Control 
Act; the third concerned a request for information which was company 
confidential information. 

Federal Communications Commission (169): One instance, de- 
scribed below under question 4. 

Federal Reserve System (204): One instance. The Board advised 
the Comptroller General that it could not in the absence of an express 
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directive from Congress- agree to a separate audit which the House 
Committee on Government Operations had requested the Comptroller 
to make. 

Department of Health, Education, and Welfare (248): One in- 
stance, described below under question 4. 

Department of the Interior (292-298) : Two: instances, described 
below under question 4. 

International Cooperation Administration (296): Norr.—38 (6) 
and 3 (¢) were answered together. Three instances were described : 
(1) Revised Battle Act lists, information. on illegal East-West trade, 
and an Economic Defense Advisory Committee document interpreting 
NSC policy on East-West trade were refused on request of the Perma- 
nent Subeommittee on Investigations in March 1955; (2) doeuments 
concerning the Pakistan grain-storage project were refused on another 
request of the same subcommittee; and (3) an inquiry by a staff mem- 
ber of the Senate Foreign Relations Subcommittee concerning avail- 
ability of evaluation reports prepared by teams of private citizens was 
answered in the negative. No formal committee request was received. 

Securities and Exchange Commission (434-435): Three initial re- 
fusals of requests for information from the Antimonopoly Subcom- 
mittee of the Senate Committee on the Judiciary. Information was 
later supplied in two of the cases. One of the instances is deseribed 
under question 4. 

Small Business Administration (451): One instance. Believed to 
be the same case as described under question 4. 

Veterans’ Administration (523): Although no statistical data are 
maintained, 1 instance is known where personnel and security files of 
3 employees was denied. Case described under question 4. 

(3) Five departments and agencies were unable to provide a definite 
answer because their agency did not maintam such records. 

Civil Service Commission (92) : Commission does not maintain ree- 
ords of individual instances in which information was refused. It 
was therefore “unable” to provide answers. 

Department of Defense (130): No special records are maintained. 
There have been “some” instances of denials of information. “Satis- 
factory alternatives” are believed to have been agreed upon. 

Office of Defense Mobilization (144) : “No compilation maintained.” 
“Very few instances.” 

Department of Justice (317): Records are not maintained in such 
a Way as to supply the information requested. While it is possible 
that the Department may have been unable to comply fully with all 
requests, there is no record of a refusal of information. 

Department of State (477) : No record is maintained. It is there- 
fore not possible to provide information on the exact number of in- 
stances in which information has not been provided on request. 

(c) Congressional committees upon subpena? 

Only two agencies described instances of refusal of information to 
congressional committees upon subpena. 

International Cooperation Administration (296) : Norr.—3 (b) and 
3 (c) were answered together. Three instances of refusal of infor- 
mation were described. It could not be determined which informa- 
tion had been requested and which information has been subpenaed. 

Small Business Administration (451): One instance. Believed to 
be the same case as described under question 4. 
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B. Question ITT 4 


Ill 4. Please outline the instances listed in question 3 where the 
information was refused on the basis of the doctrine of executive com- 
munications. 

Forty-four departments and agencies replied (1) that there had 
been no instances in which the doctrine of executive communications 
had been invoked, or (2) that the question was inapplicable because 
there has been no refusal of information to Congressmen or congres- 
sional committees for any reason. 

American Battle Monuments Commission (27). 

Central Intelligence Agency (62). 

Civil Aeronautics Board (638). 

Civil Defense Administration (80). 

Department of Commerce (107). 

Export-Import Bank of Washington (149). 

Farm Credit Administration (153). 

Federal Coal Mine Safety Board of Review (159). 

Federal Deposit Insurance Corporation (177). 

Federal Mediation and Conciliation Service (183). 

Federal Power Commission (193). 

Federal Reserve System (204). 

Federal Trade Commission (220). 

Fine Arts Commission (222). 

Foreign Claims Settlement Commission (225). 

General Services Administration (235). 

Housing and Home Finance Agency (256). 

Indian Claims Commission (262). 

United States Information Agency (268). 

Interstate Commerce Commission (304). 

Department of Labor (330). 

National Advisory Committee for Aeronautics (340). 

National Capital Housing Authority (344). 

National Capital Planning Commission (347). 

National Labor Relations Board (352). 

National Mediation Board (355). 

National Science Foundation (359). 

National Security Council (366). 

National Security Training Commission (371). 

Panama Canal Company—Canal Zone Government (379). 

Post Office Department (392). 

Railroad Retirement Board (399). 

Redevelopment Land Agency (406). 

Renegotiation Board (413). 

Rubber Producing Facilities Disposal Commission (422). 

St. Lawrence Seaway Development Corporation (428). 

Selective Service System (443). 

Smithsonian Institution (456). 

Subversive Activies Control Board (487). 

United States Tariff Commission (492). 

Tennessee Valley Authority (500). 

Department of the Treasury (509). 

Veterans’ Education Appeals Board (527). 
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Advisory Committee on Weather Control (531). 

Thirteen agencies listed and/or described instances in which infor- 
mation has been refused on the basis of the doctrine of executive com- 
munications : 

Department of Agriculture (22): One instance. Employee-security 
information requested by a committee was not made available “under 
applicable Executive orders and longstanding Executive policies.” 

Atomic Energy Commission (41) : Three instances: 1 instance be- 
cause of the privileged nature of information sought by a Congress- 
man for transmittal to a constituent; 2 instances in which for the 
same reason the Commission declined to supply information to the 
Joint Committee on Atomic Energy. 

Bureau of the Budget (52-53): “Several instances” in which the 
Bureau of the Budget was unable to answer specific questions asked 
by a congressional committee. Instances involved, among other 
things, identification of the role of Bureau staff members in the con- 
duct of the Bureau’s work and making available certain interoffice 
and intraoflice work materials which under the President’s general 
instructions were not to be made public. 

Council of Economic Advisers (115): One request from a congres- 
sional committee “related to some hypothetical Projections of the 
national income prepared by the Council. * * * projections were 


working materials that had been discussed informally and confiden- 
tially with other executive departments and agencies. * * * much too 
rough to be suitable for publication.” 

Department of Defense (130) : No special records of denials are 
kept. It is “possible” that “some” denials were based on the doctrine 


of executive communications. 

Office of Defense Mobilization (145): One instance in which the 
agency “refused to release the minutes of the meetings of the Defense 
Mobilization Board, a governmental advisory group to the Director 
of the Office of Defense Mobilization.” 

Federal Communications Commission (169): “* * * in one in- 
stance it was necessary for the Commission to defer action on a request 
by the Senate Committee on Interstate and Foreign Commerce for 
certain information concerning the finances and network affiliations 
of individual television broadcasting stations and networks. In view 
of the provisions of section 1905 of title 18, United States Code, the 
Commission, with the approval of the chairman of the Senate com- 
mittee, requested an opinion from the Attorney General as to the 
authority of the Commission to furnish the information requested. 
Upon receipt of the Attorney General’s opinion, contained in a letter 
to the President, dated June 15, 1955, the Commission wrote a letter, 
dated July 27, 1955, to the chairman of the Senate committee setting 
forth the Commission’s views with respect to furnishing this infor- 
mation. Copies of the * * * opinion and * * * Commission’s letter 
to the chairman of the Senate committee are enclosed.” 

Department of Health, Education, and Welfare (248): One in- 
stance. A request was made by a congressional committee for all docu- 
ments relating to a “particular matter.” The Department discussed 
the inquiry with those who made the request and it develo that an 
abstract would meet the requirements of the committee. The abstract 
was furnished. 
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Department of Interior (283): Two instances. On two occasions 
the Department advised the Public Works and Resources Subcom- 
mittee of the House Committee on Government Operations that copies 
of certain papers requested were refused under the doctrine of execu- 
tive communications, 

International Cooperation Administration (297): One instance. 
A request of the Permanent Subcommittee on Investigations in March 
1955 for an Economic Defense Advisory Committee document inter- 
preting national security policy on East-West trade was withheld on 
the basis of the Presidential directive of May 17, 1954, on executive 
communications. 

Securities and Exchange Commission (434-435): One instance. In 
July 1955 Chairman Armstrong in testifying before the Antimonopoly 
Subcommittee of the Senate Committee on the Judiciary was asked 
questions about a conversation with Sherman Adams on July 13, 1955. 
“As the record shows (hearings before Subcommittee on Antitrust 
and Monopoly Legislation of the Committee on the Judiciary, July 
97 and August 2, 1955, pp. 1732-1733 and 2276), he advised the sub- 
committee that the conversation related solely to his responsibilities 
under the principles expressed in President Eisenhower’s letter of 
May 17, 1954 * * * which was made applicable to these hearings by 
Attorney General Brownell’s letter of July 12, 1955 * * *.” 

Small Business Administration (451-452) : “During hearings of the 
Senate Post Office and Civil Service Subcommittee on Government 
Employees Security Program, in the Ist session, 84th Congress, the 
Administrator, in accordance with the President’s letter dated March 
17, 1954, and the President’s directive of March 13, 1948, declined to 
furnish personnel files upon request and under subpena.” 

Veterans’ Administration (523): One instance. A congressional 
committee request for the personnel and security files of three em- 
ployees was denied on the basis of the doctrine of executive communi- 
cations. However, detailed summaries of all personnel action in each 
case were furnished the committee. 

Replies from three large establishments were not definite enough 
to provide an answer to the question. 

Civil Service Commission (92): Questions III-3 and ITI an- 
swered together. “* * * Commission does not maintain records of in- 
dividual instances in which the restrictions, which have been described, 
areapplied. * * * unable to provide answers to these questions.” 

Department of Justice (317): Referred to its answer to question 
III-3. It is not possible to ascertain from the answer to question 
111-3 whether any of the instances in which the Department had been 
unable to comply with a congressional request for information were 
based on the doctrine of executive communications. 

Department of State (477): Referred to its answer to question 
III-3. In its answer to question III-3, the Department stated that 
no record of refusals is maintained, and it was therefore not possible 
to provide information on the exact number of instances in which in- 
formation has not been provided on request to Congressmen or con- 
gressional committees. ft is not stated whether the doctrine of execu- 
tive communications was invoked. 
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C. Question ITI 5 (d) 


IIL 5 (d) Js all this information, in your opinion, timely, necessary, 
and useful. Please explain. 

_ The replies of 37 agencies and departments indicated that informa- 
tion transmitted to individual Congressmen, congressional committees, 
and the Congress as a whole was timely, necessary, and useful. Sixteen 
replied in the affirmative with no comment. These were: 

Central Intelligence Agency (63). 

Federal Deposit Insurance Corporation (177). 

Federal Mediation and Conciliation Service (183). 

Housing and Home Finance Agency (257). 

Indian Claims Commission (262). 

Interstate Commerce Commission (304). 

Department of Labor (331). 

National Capital Planning Commission (347). 

National Mediation Board (355). 

National Security Council (367). 

National Security Training Commission (371). 

Renegotiation Board (414). 

Securities and Exchange Commission (436). 

Selective Service System (444). 

Smal] Business Administration (452). 

United States Tariff Commission (492). 

Nineteen replied affirmatively, the majority of them explaining that 
such information served to keep Congress informed of the operations 
and accomplishments of their particular agency. These were: 

Department of Agriculture (23-24). 

Atomic Energy Commission (45). 

Civil Aeronautics Board (69). 

Civil Defense Administration (81). 

Civil Service Commission (94). 

Department of Commerce (109). 

Council of Economic Advisers (115). 

Department of Defense (131). 

Office of Defense Mobilization (145). 

Federal Reserve System (205-206). 

Federal Trade Commission (220). 

General Services Administration (237). 

United States Information Agency (268). 

International Cooperation Administration (299). 

National Science Foundation (359). 

Redevelopment Land Agency (406). 

Rubber Production Facilities Disposal Commission (424). 

Smithsonian Institution (457). 

Department of State (478). 

Generally favorable comments of two other agencies appear below: 

Department of Justice (314): “The Department does not believe 
that any new legislation is necessary to improve the job of making 
available timely, factual, and pertinent information on the adminis- 
tration of the functions of the Department.” 

Panama Canal Company (379-380) : “Eveluation of the informa- 
tion on the basis of the individual reports does not. appear to be practi- 





INFORMATION FROM DEPARTMENTS AND AGENCIES 255 


cable. While the information contained in these individual reports 
is not particularly impressive, the summary information obtained from 
them is probably quite useful and necessary.” 

Three of the agencies replied that they have received no indication 
from Members of Congress that the material they transmitted had 
failed to meet their requirements, or that it was not necessary and use- 
ful to them. These were: 

Federal Communications Commission (170). 

Department of Health, Education, and Welfare (249). 

St. Lawrence Seaway Development Corporation (428). 

Six agencies submitted qualified answers: 

Bureau of the Budget (53) : The timeliness of advice on the rela- 
tionship of the legislative proposals to the President’s program could 
be improved. The Bureau is constantly at work with congressional 
committees in an effort to obtain “better coordination between the time 
schedules of the legislative branch for consideration of legislation and 
the readiness of the executive branch to participate in congressional 
hearings.” 

Federal Power Commission (194): “Yes. The requests from in- 
dividual Congressmen and congressional committees obviously would 
not be made if there were not a need for the information in question. 
The usefulness of the material required under section 4 (d) of the 
Federal Power Act would be up to the Congress to determine.” 

Foreign Claims Settlement Commission (225): “Yes; depending 
upon the degree of utilization obtained from an evaluation of such 
material.” 

Department of the Interior (284-285): “Some of the reports the 
Department is required to make to Congress serve no useful purpose 
in the Department. It is unlikely that they would be prepared in 
the absence of statutory requirements. 

“Publications, reports, releases, and other information media sup- 
plied to the Congress, committees, and Members are both timely and 
useful * * *.” 

Post Office Department (393) : “It would be unbecoming of the De- 
pees to suggest to the Congress that the information it seeks by 
aw or by general requests in not necessary. That the information 
sought by the Congress as a whole and by congressional committees is 
useful and necessary to the proper functioning of the Congress is a 
matter for the considered judaeidentt of that body. 

“Tn all instances the Department tries to give timely information. 

“The information sought by individual Members of Congress covers 
the entire operation of the postal service. Providing this informa- 
tion requires a substantial expenditure of the time of many officers and 
employees of the postal service. When officials and employees are re- 
quired to assemble information requested they must lay aside their 
regularly assigned duties (except for personnel in the office of the 
Solicitor.) The Department in all sincerity suggests that the cost of 

roviding this information to the Congress and the individual Mem- 
ers thereof be given consideration at the time appropriations for the 
Department are considered.” 
ubversive Activities Control Board (488): “Not all of the infor- 
mation may be considered timely, e. g., the annual report, but the Board 
believes eens: find all of it useful and considers some of it 
necessary to them and to Congress as a whole * * *.” 
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The following five stated that they were unable to predicate an 
opinion. Their comments are also included : 

Federal Coal Mine Safety Board of Review (160): “The informa- 
tion is submitted in timely manner as requested. The Board is unable 
to predicate an opinion as to whether all the information submitted is 
necessary and useful.” 

Railroad Retirement Board (400) : “We would have no information 
which would permit the formation of an opinion.” 

Tennessee Valley Authority (500): “We have no definite opinion. 
We assume the congressional committees find the information useful.” 

Department of the Treasury (509-510) : “Most of the material listed 
is transmitted to the Congress pursuant to statute. It is primarily for 
the assistance of the Congress. Obviously not all items are of com- 
parable significance or equal value. However, the Treasury Depart- 
ment is unable to determine with respect to any regular submittal that 
it is not timely, necessary, or useful to the Congress. The Treasury 
Department recegnizes that improvements or desirable eliminations 
may be feasible with respect to some periodic reports. In the interest 
of making the materia! most useful the suggestion is made that it might 
be productive of good results for the staff members of a committee spe- 
cially interested in a particular report to institute conferences with 
responsible officers of the Treasury Department with the view to under- 
taking a joint appraisal of the timeliness, necessity, or usefulness of 
the data customarily included.” 

Veterans’ Administration (524): “This agency does not have suf- 
ficient information regarding the use to which the material is put by 
the recipients upon which to base an answer.” 

Nine agencies did not answer the question : 

American Battle Monuments Commission (27-28). 

Export-Import Bank of Washington (149). 

Farm Credit Administration (153). 

Fine Arts Commission (222). 

National Advisory Committee for Aeronautics (340-341). 

National Capital Housing Authority (344-345). 

National Taba Relations Board (352). 
Veterans’ Education Appeals Board (527). 
Advisory Committee on Weather Control (531). 


D. Question Ill 5 (e) 


III 5 (e). Do security considerations affect your decision whether 
to supply information to individual Congressmen on request? 

Roughly one-half of the 60 agencies replied that security considera- 
tions do in fact affect their decision whether to supply information to 
Members of Congress. The remainder either replied that security 
considerations were not involved or did not answer the question spe- 
cifically. The range of replies to this question makes a further break- 
down desirable. The following table is a recapitulation of the detailed 
categories which are included below: 
(1) Affirmative replies: 

NI i hk oe ee a i haa So ea athe 3 


Ay PREM. CONRAN sich is nem + sn men co aetlrcees rctinm tnnno 25 
TUG. WICRY COPERIN: CCCI iio i oo Sh wi ci ee ecient nm 2 
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<2) Negative replies : 
Very seldom, rarely 
No ore 
Have not or do not_ a 
(3) Question not answered specifically, but it appears that none of these 
agencies originates security information________ PA ES SRE SES 
{1) Affirmative replies 

{@) Three agencies replied “Yes,” with no comment : 

reneral Services Administration (237). 

Department of the Interior (285). 

Veterans’ Administration (525). 

(6) Twenty-five departments and agencies submitted replies indi- 
cating that security considerations do affect their decisions to supply 
information to individual Congressmen on request : 

Department of Agriculture (24): “Security documents * * * must 
necessarily be restricted to those authorized to have immediate access 
thereto, under the provision of Executive Orders Nos. 10450 and 
10501.” 

Atomic Energy Commission (43): “See section III 1 and 2.” 

(Reference is made in section III 1 to section I 1 (6). Section I 
1 (6): “* * * defense information is only made available to Con- 
gressmen and congressional committees when that information is 
needed in connection with the performance of their official duties” 
(29).) 

Bureau of the Budget (53) : Question not answered in ITI 5. 

(From III 1 and 2: “* * * the Bureau maintains a policy of sup- 
plying answers to congressional inquiries to the fullest extent pos- 
sible. In general, only the limiting factors described in our answers 
above in part I apply here” (52). The limiting factors listed in I 1 
consist of statutes, Executive orders and Presidential directives, and 
Bureau of the Budget instructions and internal regulations, without 
a specific statement as to the availability of classified information to 
Congress (46-47).) 

Central Intelligence Agency (63): “Yes. See answer to ques- 
tion 1.” 

(11 (4): “Information relating to the activities of the Central In- 
telligence Agency required for appropriations and substantive legis- 
lation is made mea a em to the appropriate committees of Congress. 
Public Law 253 * * * specifically enjoins making public the number 
of employees, their titles, salaries, etc.” (56). 

Civil Aeronautics Board (69): “Only insofar as the furnishing of 
classified information is concerned.” 

Civil Defense Administration (81): “Classified defense informa- 
tion or restricted data would not necessarily be supplied to individual 
Con men on request, but consistent with security regulations, it 
would be.” 

Department of Commerce (109): “* * * classified security in- 
formation is furnished only upon a need-to-know basis for legislative 

surposes, and not for public distribution to constituents or others. 
{embers of a committee are presumed to have access to all informa- 
tion submitted by the Department to that committee, and therefore 
clearance by the committee in such cases is not secured. Classified 
security information is furnished to the extent permitted by law or 
Executive order.” 
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Department of Defense (131): “* * * to the extent described in 
the replies to questions 1 and 2 of part L.” 

(I 1 (db): “* * * policy of the Department of Defense to make 
available to Members of Congress, its committees, and their duly au- 
thorized representatives, all information, whether classified or un- 
classified, possessed by the Department, subject only to the previous] 
referred to restrictions precluding release or limiting access establish 
by higher authority in the form of law or Executive directive.” This 
does not apply to requests on behalf of constituents (118).) 

Office of Defense Mobilization (145): “See reply to question 1, 
general.” 

(I 1: Except in instances involving Executive communications, 
loyalty and security files, and information classified by other depart- 
ments and agencies, all information is made available to Congress, 
“provided that the information is required in the performance of 
official Government duties and the recipient is authorized to receive 
it, possesses the prescribed security clearances, and has the necessary 
facilities for protecting the data” (136).) 

Federal Communications Commission (170): “Any such requests 
would be complied with if it were determined that the individual 
Congressman had need for such information (security information 
originally classified by the Commission) in the performance of his 
official duties.” 

Housing and Home Finance Agency (257): “Security considera- 
tions would enter into the decision to the extent of conformance with 
law or other authority as to access to the particular material.” 

United States Information Agency (269): “Seeurity considera- 
tions are taken into account in accordance with established laws and 
regulations.” 

International Cooperation Administration (299): “Yes. See sec- 
tion I 1 (b).” 

(I 1 (6). “* * * requests from individual Congressmen * * * 
are usually of the nature that can be satisfactorily and fully answered 
without involving questions of security. * * * Where requests are 
made for information subject to regulations on disclosure, the rules 
pertaining to requests from congressional committees apply.” That 
is, “information that would properly be withheld from the press and 
the public for security reasons is made available under the safeguards 
that apply to the handling of classified information. * * * In addi- 
tion, personnel of all congressional committees are permitted to review 
documents classified by this agency for security reasons where such 
personnel are properly qualified. * * *” (287-288).) 

Department of Justice (317): “See answer to part I.” 

(I 1 (a)-(e). Ovecasions are listed when information is withheld 
from the press and the general public, from other departments and 
agencies of the executive branch and from Congress, but it is not clear 
to what extent the restrictions apply to the various categories, as for 
instance, to Congress. See pp. 310-311.) 

Department of Labor (331): “Security considerations necessarily 
affect the decision, to supply information to individual Congressmen 
on request. * * * Ifthe Con man serves on a congressional com- 
mittee, the members of which are given access to certain types of 
classified data within the jurisdiction of that committee, such data 
are made available to the Congressman.” 
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National Advisory Committee for Aeronautics (341): “Security 
considerations may affect NACA’s decision to supply classified in- 
formation to individual Congressmen on request.” 

National Security Council (367): “See responses to other questions 
relating to this point, especially I 1 ().” 

(11 ().“Classified defense information possessed by the NSC may 
be made available to the Congress only under appropriate security 
safeguards (as authorized by the President) by member or partici- 
pating agencies of the NSC which originate or receive such classified 
defense information” (360) .) 

Panama Canal Company (380): “Security classification is given 
consideration when supplying information to individual Congressmen 
upon request.” 

Post Office Department (393): “The only security considerations 
* * * are those * * * listed in answers to questions Nos. 1,4, and 5 of 
the general category of questions.” 

(1 1. “Records, Sichuaents and information affecting the national 
defense are protected against unauthorized disclosure by Executive 
Order No. 10501,” as amplified by orders of the Postmaster General. 
The effect upon furnishing classified information to Congress is not 
made clear in the reply (383) ). 

Railroad Retirement Board (400): “They would if security con- 
siderations were involved.” 

Renegotiation Board (414) : “These decisions are based solely on 
our authority to release such information.” 

Department of State (478) : “See answer to question ITT (a).” 

(Ill 1 (a). “No classified or administratively controlled docu- 
ments are made available unless the Congressman agrees to abide by 
the classification and is prepared to give the document the protection 

uired for security” (476-477) .) 

Jnited States Tariff Commission (492): “* * * the Commission 
does not originate security information but is bound by the classifica- 
tions of such information which it receives from other agencies.” 

Tennessee Valley Authority (501): “So far security considerations 
have not been involved in any such request. They would in connec- 
tion with requests for classified information or confidential material 
involved in the personnel security program.” 

Department of the Treasury (510): “Documents that are restricted 
for reasons of national security are ordinarily not supplied to in- 
dividual Members of Congress.” 

(c) Two agencies submitted negative replies with qualifications 
which indicated that security considerations are involved in supply- 
ing information to individual Congressmen on request. 

Civil Service Commission (94): “Except as qualified in question 
11. General.” 

(I 1. Classified defense information is among the types of informa- 
tion whieh are not available to Congress (82) .) 

Small Business Administration (452): “No, except as covered in 
answers Nos. 1, 2, 3, and 4 in part I.” 

(11. “* * * underthe authority cited below m answer to question 2, 
part I, we must 2c Sage decline security folders, personnel fold- 
ers, compliance folders, and confidential credit information to those 
groups listed in (a), (2) (the Congress), * * * of question 1 (446).) 
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(2) Negative replies 

(a) Two agencies replied that security considerations are involved 
“very seldom” or “rarely.” 

Foreign Claims Settlement Commission (225) : “Very seldom.” 

National Science Foundation (359): “* * * most of the informa- 
tion generated by the National Science Foundation * * * is in funda- 
mental science, and security situations arise only rarely. No such 
considerations have arisen with respect to supplying information to 
individual Congressmen on request.” 

(6) Nine agencies replied, “No”: 

Federal Coal Mine Safety Board of Review (160). 

Federal Power Commission (194). 

Federal Trade Commission (220). 

Indian Claims Commission (262). 

Interstate Commerce Commission (304). 

National Security Training Commission (371). 

Redevelopment Land Agency (406). 

Securities and Exchange Commission (436). 

Smithsonian Institution (457). 

(c) Eight departments and agencies submitted negative replies 
which indicated that security considerations have not been or are not 
involved in supplying information to individual Congressmen on 
request. 

Federal Reserve System (206): “Security considerations have in 
no case affected the Board’s decision whether to supply information to 
individual Congressmen.” 

Department of Health, Education, and Welfare (249): “On no 
occasion has information been denied to a Member of Congress because 
of security consideration.” 

National Capital Housing Authority (345): “Security considera- 
tions play no part in * * * transmittals (of information to congres- 
sional committees and individual Congressmen) .” 

National Mediation Board (355): “The Board has no restriction 
because of security reasons or otherwise for withholding information 
from Congressmen.” 

Rubber Producing Facilities Disposal Commission (424): “Securi- 
ty considerations are not involved in the Commission’s work.” 

Selective Service System (444): “No security consideration in- 
volved.” 

Subversive Activities Control Board (488) : They do not. 

St. Lawrence Seaway Development Corporation (428) : “Security 
considerations have not been a factor to date in any requests received 
from individual Congressmen.” 


(3) — agencies did not provide a specific affirmative or negative 
reply 

American Battle Monuments Commission (27-28): Question not 
answered specifically. However, the Commission’s reply stated, “The 
Commission in its activities neither generates nor receives security 
information * * *. Specific inquiries are welcome and are answered, 
as fully and freely as the known facts permit, by the individual in the 
best position to give an authoritative answer.” 3 

Export-Import Bank of Washington (149) : Question not answered. 
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(However, the agency stated in answer to question I 1, “the Export- 
Import Bank does not originate material of a security nature” “the 
only category of information possessed by the bank, other than classi- 
fied information, which is not made avaltaiile to the group mentioned 
in subquestions (a) through (e), (i. e., the press, Congress, other 
Federal agencies, etc.) is confidential credit and other information 
furnished the bank in connection with applications for loans” (147).) 

Farm Credit Administration (153) : Question not answered. 

( However, in answer to question I 4, the agency stated, “In our opin- 
ion information on our activities could not be classified as security in- 
formation * * *” (152).) 

Federal Deposit Insurance Corporation (177) : “There are no poli- 
cies, practices, regulations, or directives regarding transmittal of the 
annual report.” 

(I 1 (d). * * * this Corporation furnishes to Congress all infor- 
mation requested except in those cases where the disclosure would 
clearly not be in the public interest” (174).) 

(I 4. “* * * information from this Corporation is not restricted 
on security grounds” (176).) 

Federal Mediation and Conciliation Service (183): Question not 
answered. 

(I 4. “The Service originates no classified security material. * * * 
The obligations of the Service * * * is tosafeguard such information 
as is developed by other agencies of Government and which comes 
into the possession of the Service temporarily * * * (182).) 

Fine Arts Commission (222): Question not answered. However, 
in its reply, the Commission stated, “No material containing security 
information exists in the files.” (222.) 

National Capital Planning Commission (347): “No formal rules 
as to policies and practices with respect to releases to Congress have 
been developed.” 

(Note however, that the agency replied in answer to question I 4 con- 
cerning information restricted on security grounds, “Not restricted 
on security grounds” (346).) 

Council of Economic Advisers (115): Question not answered spe- 
cifically. The reply stated only that the distribution of Economic 
Indicators is not affected by security considerations. 

(14. “The only information that the Council has which is restricted 
on security grounds is information classified by others” (113).) 

National Labor Relations Board (352): Question not answered 
specifically. 

( However, it was stated in reply to question I 4 that “exclusive of 
personnel security matters * * * no mformation originating with 
National Labor Relations Board has ever been withheld on security 
grounds, at least in peacetime” (349) .) 

Veterans’ Education Appeals Board (527) : Question not answered 
specifically. However, the Board stated that “* * * our policy has 
always been one of full and willing disclosure. We have no security 
classifications, or other restrictions on imparting information.” 

Advisory Committee on Weather Control (531): Question not 
answered. 

(However, the reply to question I 4 was that “no information from 
our agency is restricted on security grounds.” ) 
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E. Question IIT 5 (f) 


Ill 5 (f). What use do you make of security files on Members of 
Congress? 

Forty-seven departments and agencies replied that they do not use 
security files on Members of Congress. The replies were phrased in 
a number of ways, but all were definitely negative. A number replied 
that they were not aware of the existence of such files. 

Only two agencies indicated any use of such files: 

Atomic Energy Commission (43) : “When a request for classified 
information is made by a Congressman we handle the request without 
reference to security files. However, if derogatory infor mation is 
brought to our attention, we would take it into account.” 

Department of Labor (381) : : “The Department does not have access 
to nor make use of security files on Members of Congress, except as 
necessary in carrying out its functions in connection with the appoint- 
ment of Government members of the United States delegation to the 
International Labor Conference. Public Law 843 (80th Cong., 2d 
sess.) requires loyalty-security clearance of all members of such 
delegations.” 

Eleven departments and agencies did not answer the question spe- 
cifically. These were: 

American Battle Monuments Commission (27-28). 

Council of Economie Advisers (115). 

Export-Import Bank of Washington (149). 

Farm Credit Administration (152). 

Fine Arts Commission (222). 

Department of Justice (309-317). 

National Capital Planning Commission (346). 

National Labor Relations Board (349). 

National Mediation Board (355). 

Veterans’ Education Appeals Board (527). 

Advisory Committee on Weather Control (530). 

Attention is called to the fact that 8 of the 11 agencies (excluded 
are the Council of Economic Advisers, the Export-Import Bank of 
W ashington, and the Department of Justice) , who did not answer the 
question specifically, stated elsewhere in their replies to the question- 
naire that their agency does not handle security information. 


F. Question IIT 5 (gq) 


III. 5. (g) Please suggest ways of improving the flow of infor- 
mation to individual Congressmen and congressional committees. 

(1) Sixteen departments and agencies made 17 recommendations 
for improving the flow of information to individual Congressmen and 
congressional committees. 

(a) Eleven made suggestions for increased personal contact of one 
kind or another, as listed below: 

Department of Agriculture (24) : Discussion sessions with key em- 
ployees in Members’ offices between sessions. 

Civil Service Commission (94) : “* * * interested in the feasibility 
of arrangements whereby interested Congressmen can be given brief- 
ings on civil-service subjects that are of particular interest to them.” 
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Federal Reserve System (206): Flow is “generally satisfactory.” 
Would welcome closer interchange of information and ideas with the 
appropriate committees of Congress. 

oreign Claims Settlement Commission (225) : Scheduled meetings 
once a month between chairmen of appropriate congressional commit- 
tees and agency heads for the purpose of discussion overall policy 
questions. 

Department of Health, Education, and Welfare (249): The De- 
partment welcomes inquiries and personal visits to offices, hospitals, 
and laboratories operated by the Department. An increased amount 
of this would improve understanding of the Department’s programs 
and operations. 

International Cooperation Administration (300) : The agency feels 
that the flow of information would be improved if Congressmen con- 
templating field trips would contact its Deputy Director for congres- 
sional relations at the earliest possible stage. The agency would also 
find it helpful if upon return from a = the Congressmen brought 
to the attention of the Deputy Director for Congressional Relations 
their personal observations. 

Interstate Commerce Commission (304): Resumption of a former 
practice of having an ICC employee who spent a substantial amount 
of time at the Capitol performing liaison duties. 

National Science Foundation (359) : Increased personal contact. 

Small Business Administration (452) : Hoped that cooperation be- 
tween the administration and Members of Congress may be constantly 
expanded. 

Tennessee Valley Authority (501) : For details of particular opera- 
tions or transactions which individual Congressmen or committees 
desire, there is no alternative but to rely on their initiative to request 
the information they desire. 

Department of the Treasury (510): Frequently when a request for 
extensive information is contemplated, preliminary conversations be- 
tween committee members and Treasury Department personnel have 
been helpful in making known what is wanted and what is available. 

(6) Two made suggestions to reduce duplication of effort: 

Department of Agriculture (24): Prior consultation with key De- 
partment officials when lengthy questionnaires or reports are first con- 
sidered would result in time saved and elimination of duplication. 

Department of Commerce (109): The present procedure generally 
appears to be working satisfactorily. A clearance of requests at the 
point of origin might produce a savings in cost by reduction of re- 
quests which are duplicative. 

(c) Four made other suggestions: 

Atomic Energy Commission (43): Most efficient handling of in- 
formation requests could be effected by directing them to the AEC’s 
Congressional Liaison Office, which is responsible for, and geared to, 
providing the quickest and most satisfactory handling of requests from 
Congress. . 

Bureau of the Budget (53) : The only suggestion concerns improve- 
ment of timeliness of advice on the relationship of the legislative pro- 
posals to the President’s program. 

Post Office Department (393): “A specific appropriation item 
might be one way of improving and speeding up the flow of informa- 
tion to the Congress.” 
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Department of State (479): It is suggested that individual Con- 
gressmen could be adequately informed if each required a member 
of his staff to review the State Department Bulletin from the view- 
point of the Congressman’s own interest and used it as a guide to 
request additional information or explanation. 

(2) Thirteen departments and agencies believed the present flow of 
information to be “satisfactory”, and made no suggestions for im- 
provement : 

Central Intelligence Agency (63). 

Civil Aeronautics Board (69). 

General Services Administration (237). 

Housing and Home Finance Agency (257). 

Department of the Interior (285). 

Department of Labor (331). 

National Capital Housing Authority (345). 

Panama Canal Company (380). 

Renegotiation Pea. (414). 

Selective Service System (444). 

Smithsonian Institution (457). 

United States Tariff Commission (492). 

Veterans’ Administration (525). 

(3) Five made no suggestions, but commented as follows: 

Civil Defense Administration (81): Consistent with security regu- 
lations, Members of Congress are already receiving “all information” 
that is received by FCDA or developed therein. 

Department of Defense (131) : “Nospecific suggestions.” Effective- 
ness of the flow depends upon good administration. The Department 
is constantly working toward this objective. 

Federal Power Commission (194): Since most of the material fur- 
nished to the Congress is done on request, we have no suggestions for 
improving the flow of information. 

Federal Trade Commission (221): No suggestions, “but would wel- 
come any suggestions which emanate from this committee.” 

United States Information Agency (269): No suggestions. Aware 
of the importance of an uninterrupted flow of information between 
executive and legislative branches. : 

(4) Eleven replied only that they had no suggestions or recom- 
mendations for improvement. 

Office of Defense Mobilization (145). 

Federal Coal Mine Safety Board of Review (160). 

Federal Deposit Insurance Corporation (177). 

Indian Claims Commission (262). 

National Mediation Board (355). 

National Security Council (367). 

National Security Training Commission (371). 

Railroad Retirement Board (400). 

Redevelopment Land Agency (406). 

St. Lawrence Seaway Development Corporation (428). 

Securities and Exchange Commission (436). 

(5) One agency did not feel qualified to comment: 

Rubber Producing Facilities Disposal Commission (424): Due to: 
limited experience as a Federal agency, the Commission does not 
fee] qualified to comment on this question. 
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(6) One agency made no suggestions for specific reasons : 

Subversive Activities Control Board (488-489) : No suggestions are 
made in view of the facts (1) that the Subversive Activities Control 
Act specifies the Board’s reporting to Congress and (2) that Board 
is a body with quasi-judicial responsibilities. 

(7) Thirteen departments and agencies did not answer the question : 

American Battle Monuments Commission (27-28). 

Council of Economic Advisers (115). 

Export-Import Bank of Washington (149). 

Farm Credit Administration (153). 

Federal Communications Commission (170). 

Federal Mediation and Conciliation Service (183). 

Fine Arts Commission (222). 

Department of Justice (309-314). 

National Advisory Committee for Aeronautics (341). 

National Capital Planning Commission (347). 

National Lakoe Relations Board (352). 

Veterans’ Education Appeals Board (527). 

Advisory Committee on Weather Control (531). 


G. Question 111 6 (a) and (b) 


III 6 (a), (0). How many employees of your agency are assigned 
the job of contact with or making a Aa Sh available for individual 
Congressmen or congressional committees? 

(a) What are their titles? 

(b) Lf you have a congressional liaison section, please describe its 
day-to-day operation. 


Analysis of the replies to these questions is difficult because the 
materials do not lend themselves to detailed classification. The replies 
seem to fall into two major categories: One category of departments 
and agencies who do have congressional liaison sections or offices, 
and the other category where congressional liaison is carried on 
throughout the departments and agencies by many individuals and 
offices. About one-third of the 60 departments and agencies replied 
that they do have congressional liaison sections or officers whose prin- 
cipal responsibility is the job of contact with or making information 
available for individual Congressmen or congressional committees. 
Replies from the remainder indicated that the duties usually associated 
with a congressional liaison section are carried on at several egg in 
the departments and agencies. In replying to question 6 (6), some 
of these agencies described congressional liaison activities which they 
carried on rather than the day-by-day operations of the congressional 
liaison section, which is the information that the questionnaire sought 
to obtain. 

Certain generalizations become apparent from the replies to these 
questions. These are summarized below: 

1. In almost every instance where an agency has a congressional 
liaison section or office, this office performs only a part of the task of 
supplying individual Congressmen and congressional committees with 
information. Technical requests or requests for information about a 
specific phase of an agency's operations are referred to the offices or 
persons in the agency who are in the best position to provide the specific 
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information requested. Usually, the information so supplied is for- 
warded to the person or office of the legislative branch requesting it by 
way of the congressional liaison office. 

2. The principal types of duties performed by congressional liaison 
offices include the following: (a) Receiving, processing, and handling 
inquiries from individual Congressmen and congressional committees ; 
(6) keeping Congressmen informed of activities of the agency; (c) 
maintaining liaison with congressional committees which are directly 
interested in the operations of the agency; (d@) distributing material 
concerning activities of Congress to mterested persons in the agency 
and otherwise keeping the agency informed of congressional action ; 
(e) preparing testimony for hearings and arranging for attendance 
at hearings; (/) participating in drafting of legislation, in reviewing 
proposals concerning legislation which 1s of interest to the agency ; 
(g) preparing materials in connection with the agency’s annual request 
for appropriations; and (A) contacting other Government agencies 
and maintaining liaison with them concerning matters pertaining to 
executive-legislative relationships. 

3. Among the approximately two-thirds of the Government depart- 
ments and agencies without congressional liaison offices, are those 
which are both very large and very small. About half are agencies 
with fewer than 1,000 employees. 

4. One of the most significant facts which becomes apparent from 
this analysis is the importance attached to congressional liaison fune 
tions as was evidenced by the high level of the personnel who are con- 
cerned—heads of agencies and their immediate staffs as well as heads 
of operating offices and subject-matter experts. 

5. In conclusion, the replies of many agencies to this question were 
in substantial agreement with this summarization by the Bureau of 
the Budget: 

As the above answers would indicate, every organizational unit of the Bureau 
and most of its personnel at one time or another during the fiscal year assist in 
providing information to individual Congressmen or to congressional committees. 

The replies to parts (a) and (6) of question 6 are summarized as 
briefly as possible and are listed below. Attention is called to,the 
replies from the Interstate Commerce Commission and from the De- 
partment of Defense. Analysis of these two establishments was not 
possible because both referred to explanatory materials which they 
submitted with their replies to the questionnaire, but which were not 
included in the committee print. ' 


I. Agencies Which Have Congressional Liaison Sections or Officers 


Atomic Energy Commission (43-45): 6 (a). Six employees in the 
Congressional Liaison Office: Special assistant to the General Man- 
ager (congressional) ; congressional liaison officer; Secretary (admin- 
istrative) ; Chief, Correspondence Unit; correspondence control clerk : 
and clerk-typist. See 6 (). 

In addition, other divisions and offices of AEC provide information 
for requests concerning specific phases of the AEC program; the 
Conteaiinn is the cordinator for financial data; and the Director, In- 
formation Services, is the coordinator for the preparation and clear- 
ance of special informational material. 
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6 (6). The Congressional Liaison Office is a part of the Office of the 
General Manager, under the special assistant to the General Manager 
(congressional). ‘The Office is charged with keeping the Joint Com- 
mittee on Atomic Energy fully and currently informed of all major 
policy actions and activities of the Commission, and with replying to 
all inquiries from individual Congressmen or committees. Congres- 
sional inquiries are received and processed in this Office, then referred 
to the appropriate division or office of the AEC for reply. A file is 
maintained of all congressional mail prepared in the Commission. 
The Office endeavors to inform Members of Congress of activities or 
events of the AEC which may be of concern to them. The special 
assistant to the General Manager (congressional) maintains a con- 
tinuous personal liaison with the Joint Committee on Atomic Energy 
and individual Members of Congress. 

Central Intelligence Agency (63): 6 (a). Three employees in the 
Office of the Legislative Counsel: the legislative counsel, legislative 
assistant, and secretary. 

6 (6). The Office of the Legislative Counsel handles all telephone 
calls, requests, and correspondence from individual Congressmen and 
congressional committees. The legislative counsel, as a member of the 
Office of the General Counsel, participates in the drafting of legisla- 
tion, reviews all legislation Hi congressional developments to deter- 
mine their interest to the Agency. The Office makes available to inter- 
ested persons in the Agency relevant materials originating m Con- 
gress. 

Civil Aeronautics Board (69): 6 (a). Five members of the Office 
of Congressional Liaison and Public Information: Chief, Office of 
Congressional Liaison and Public Information; Chief, Legislative 
Reference Section; Chief, Public Information Section; two assistant 
editorial writers. See 6 (>). 

In addition, other bureaus and offices of CAB reply to requests for 
comments on or factual information in connection with proposed legis- 
lation, prepare testimony for hearings, and prepare material in con- 
nection with the annual appropriations for the Board. 

6 (b). The Office of Congressional Liaison and Public Information, 
which was established on September 7, 1955, is concerned with prompt 
response to congressional inquiries, and with the maintenance of con- 
tinuing liaison with individual Congressmen and committees. 

Civil Service Commission (94-95): 6 (a). Six full-time employees 
of the Congressional Liaison Office: 2 congressional liaison repre- 
sentatives; 4 information clerks. See6 (0). 

In addition, other Commission officials and staffs furnish informa- 
tion to Congress in the fields of personnel management, Federal em- 
ployee retirement, personnel investigations, and allied matters. 

6. (6). The staff of the Congressional Liaison Office (1) advises and 
assists Members of Congress and constituents referred by them on 
civil-service matters; (2) as requested, attends House and Senate 
Post Office and Civil Service Committee hearings and, as requested, 
acts in an advisory capacity to congressional staff members; and (3) 
contacts officials in other Government departments in order to assist 
Members of Congress on civil-service problems. 

Department of Commerce (109-111): 6 (a). Six professional em- 
ployees, with their secretaries and assistants, of the congressional 
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liaison staff, Office of the General Counsel : The Deputy General Coun- 
sel; Chief of the Legislative Section; 2 legislative attorneys; and 
2 congressional liaison officers. See 6 (d). ; 

The other central staff group which performs continuing liaison 
functions is the Office of Budget and Management: The Director, the 
Chief and Assistant Chief of the Budget Division, 1 clerical assistant, 
and 1 secretary. The Director provides Department of Commerce 
representation to the Congress on all budgetary and financial mat- 
ters; the Budget Division maintains liaison with the Bureau of the 
Budget and staffs of appropriations committees. 

In addition, the Secretary of Commerce, other secretarial officers 
(Under Secretary of Commerce, Under Secretary of Commerce for 
Transportation, Assistant Secretary of Commerce for Internationa! 
Affairs, Assistant Secretary of Commerce for Domestic Affairs, Assist- 
ant Secretary of Commerce for Administration), and the General 
Counsel furnish the information made available to Congressmen and 
committees. 

“In general, the job of contact with or making information avail- 
able for individual Congressmen or congressional committees is as- 
signed to the responsible officials in the bureaus and offices of the 
Department who are best informed on the subject involved. Accord- 
ingly, to a greater or lesser degree, all responsible officials of the 
Department and its bureaus and offices and their staffs take part in 
this job when and as requested to do so.” 

6 (b). The congressional liaison group within the Office of the Gen- 
eral Counsel coordinates the rendition of reports concerning legisla- 
tive matters, the answering of congressional inquiries, and the prepa- 
ration for appearances before congressional committees. Two of the 
six employees devote full time at the Capitol to this haison with the 
Senate and the House. Another employee handles congressional phone 
calls and coordinates activities with departmental officials. The Chief 
of the Legislative Section and the two legislative attorneys are con- 
cerned with comments and reports on legislation as requested by con- 
gressional committees or the Bureau of the Budget, and with the 
coordination of these matters interdepartmentally. 

Office of Defense Mobilization (146): 6 (a). Two with specific re- 
sponsibilities: the General Counsel and the congressional liaison offi- 
cer. See 6 (0). 

In addition, “some” portion of the time of all other employees of 
ODM is spent in the preparation of various reports required by statute, 
and in preparation of other data requested by congressional commit- 
tees or their staffs. 

6 (b). (Position description of the congressional liaison officer is 
included as attachment 6 to ODM’s reply.) 

Civil Defense Administration (81): 6 (@). One liaison officer : 
Assistant Administrator, Field Relations, Office of the Administrator. 

In addition, other staff members are called upon, when needed. The 
General Counsel’s Office prepares all legislative reports. 

6. (b). No information in addition to that in 6 (@) given. 

Foreign Claims Settlement Commission (225-227): 6 (a). One 
congressional liaison officer. See 6 (6). 

In addition, six other officials perform functions of contacting and 
making information available to Congressmen and committees : Chair- 
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man, Commissioners, Executive Director, General Counsel, and budget 
officer. 

6 (6). The Commission has no congressional liaison section, but it 
does have one congressional liaison officer (located in the Office of the 
‘General Counsel) whose duties are as follows: 

As requested, to represent the Commission or the Office of the Gen- 
eral Counsel in meetings, conferences, or congressional committee hear- 
ings on legislative or administrative matters, and to participate in the 
‘discussions at such meetings; 

To draft or technically edit war claims, international claims legis- 
lation, and legislative language to accompany official budget requests, 
ete. 5 

To apply principles of international law and provisions of treaties 
or international claims agreements to particular legislative or other 
programs of the Commission ; 

As directed, to attend international conferences or other meetings 
on the development of particular international claims programs; 

To initiate amendments to public laws administered by the Com- 
mission, and to prepare justifications ; 

To analyze existing legislation, regulations, ete., for the purpose 
of preparing reports on present legislation, or the need for proposed 
legislation ; 

To advise members of the agency of proposed action which would 
affect the War Claims Act and International Claims Settlement Act 
of 1949, and concerning the extent such action would have on the 
programs, functions, and activities of the Commission ; 

As directed, represents the Commission at congressional committee 
’ hearings: 

Directs and conducts continuing research in all phases of the legis- 
lative program of the agency ; 

Other related duties. 

General Services Administration (237-238): 6 (a). Three mem- 
bers of the Legislative and Liaison Unit within the Office of General 
Counsel: Congressional liaison officer; a law clerk; and a secretary. 
See 6 (0d). 

In addition, the General Counsel works with and furnishes informa- 
tion to Congressmen and committees in connection with legislation, 
proposed legislation, and hearings, and the Comptroller works with 
and furnishes information to appropriations committees on budgetary 
and fiseal matters. 

6 (b). The Legislative and Liaison Unit plans, develops, coordi- 
nates, and carries on activities relating to (1) proposed legislation ; 
(2) congressional liaison ; (3) keeping Members informed on approval 
of construction projects and awards of contracts; (4) replies to con- 
gressional correspondence; (5) answering telephone inquiries from 
Congressmen and committees; (6) appointments for Members or con- 
stituents with GSA officials; and (7) arrangements for appearances 
of GSA officials before congressional committees. 

Department of Health, Education, and Welfare (249-250): 6 (a). 
Three persons in the Legislative Liaison Office: Legislative liaison 
officer and two secretaries. See 6 (6). 

In addition, subject matter experts in the program offices handle 
requests for information from Congressmen and committees. 
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6 (b). The Legislative Liaison Office maintains daily contact with 
Congressmen and their staffs concerning requests for information. 
The legislative liaison officer assists in planning the Department’s 
legislative presentations and coordinates schedules for details of 
hearings, etc. 

Housing and Home Finance Agency (257-258): 6 (a). Nine per- 
sons on the congressional liaison staff: Director of Congressional 
Liaison; special assistant to Commissioner for Liaison; 2 liaison 
officers; deputy liaison officer; congressional correspondence oflicer ; 
and 3 stenographers. (So far as can be determined, these individuals 
comprise the liaison personnel within the Office of the Administrator, 
and the Public Housing Administration. Congressional liaison work 
within the Federal Housing Administration is carried on as part of 
the function of the Public Information Office, and within the Federal 
National Mortgage Association, the Office of Public Affairs.) See 
6 (). 

In addition, other personnel and offices handle inquiries on a subject- 
matter basis. 

6 (6) The congressional liaison staff prepares or expedites the prep- 
aration of responses to congressional requests for information and 
service. 

United States Information Agency (269): 6 (a). Five members 
of the congressional liaison staff : 2 congressional liaison officers; 1 ad- 
ministrative assistant; and 2 secretaries. 

6 (6). The congressional liaison staff receives all congressional mail, 
records it and prepares a reply or sends it to the appropriate office 
within the Agency for reply. Other inquiries from congressional of- 
fices are handled by this office. The staff must keep informed of Agency ° 
policies and operations, and pending legislation and congressional ac- 
tion relating to the Agency. Other functions include ordering and 
distributing congressional documents and assisting in briefing Mem- 
bers of Congress on matters pertaining to the Ageney’s functions. 

Department of the Interior (285-286) : 6 (a). There are two pri- 
mary points of contact, both in the Office of the Secretary : the legisla- 
tive counsel, Division of Legislation, Office of the Solicitor; and the 
Director, Division of Budget and Finance. See 6 (>). 

In addition, the secretarial officers, heads of bureaus, or members of 
bureau staffs may appear before congressional committees, or supply 
information in reply to requests. 

6 (6). The Division of Legislation supervises the preparation and 
is responsible for the unification and coordination of the Department’s 
legislative program and for its presentation to the Bureau of the 
Budget and to Congress. The legislative counsel consults with the 
secretarial officers and the officers of the bureaus to determine policy 
with respect to pending legislation and related matters. 

The Division of Budget and Finance reviews all legislative docu- 
ments submitted by the bureaus and offices, prepares coordinated re- 
ports, and arranges departmental representation at congressional hear- 
ings. This office is responsible for establishing and maintaining day- 
to-day contacts on legislative matters with Congress. 

International Cooperation Administration (300-301) : 6 (a). From 
5 to7 amen ees of the Congressional Relations Office, according to the 
workload: Deputy Director for Congressional Relations; Assistant to 
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the Deputy Director for Congressional Relations; congressional liai- 
son assistant; and 2 secretaries. See 6 (bd). 

In addition, the Director coordinates the activities of the agency 
and other executive agencies in the preparation and presentation to 
Congress of the authorization and appropriation legislation. The 
General Counsel and the Controller work with the Deputy Director 
for Congressional Relations on the presentation of the authorization 
and appropriation legislation. Other offices within ICA may be 
called upon to prepare and provide detailed information in reply to 

uests from Congressmen and committees. 

6 (b). The Office of the Deputy Director for Congressional Rela- 
tions has primary responsibility for the preparation and presentation 
te Congress of the annual budget forthe Administration. In addition, 
the Office acts as a liaison between the agency and Congress in receiv- 
ing oral requests from Congressmen or committees. It reviews ma- 
terials prepared elsewhere in the agency in response to congressional 
requests to assure that the reply is satisfactory. The Office also keeps 
this agency informed on congressional activities, hearings, etc., and 
supervises the distribution of congressional documents. 

ubber Producing Facilities Disposal Commission (424): 6 (a). 
A special consultant to the Commission is specifically assigned to. con- 
gressional liaison activities. See 6 (>). 

In addition, the three members of the Commission, a special con- 
sultant, the General Counsel, and the counsel have all contributed 
to congressional liaison activities. 

6 (6). Although the Commission has no congressional liaison section, 
it does, have a special consultant to the Commission who has primary 
responsibility for haison. He insures that Commission statements and 
releases go to Congress promptly and that inquiries are properly 
handled. He spends as much time as necessary on Capito] Hill to fa- 
cilitate this liaison. 

Selective Service System (445): 6 (a). Two persons: the Chief, 
Office of Legislation, Liaison, and Public Information; and one as- 
sistant. 

6 (6). The Chief, Office of Legislation, Liaison, and Public In- 
formation. and his assistant. are available at all times to provide tech- 
nical assistance and advice on pending and proposed fpeinlation to 
Congressmen and committees. They advise the Director on all pend- 
ing and proposed legislation affecting the Selective Service System. 
They also maintain liaison with other Government and civilian agen- 
cles in matters dealing with legislation. 

Small Business Administration (453): 6 (@). Two employees: 
special-assistant to the Administrator; and an assistant to the special 
assistant. See6 (bd). 

In addition, every office handles congressional requests for informa- 
tion. 

6.(b). The two employees’ functions are to furnish information on 
the agency’s operations as requested. 

Smithsonian. Institution (457): 6 (a). An Assistant. Seeretary has 
the direct responsibility of serving as congressional liaison for the 
Institution. Seo 6 (db) 


. In. addition, other members of the staff answer inquiries. 
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6 (b). The Assistant Secretary is responsible for congressional liai- 
son on pending legislation of interest to the Institution and on policy 
matters. 

Department of State (479-480): 6 (a). Nineteen employees of the 
Congressional Liaison Section: Assistant Secretary, Deputy Assistant 
Secretary, 3 legislation management officers, 1 liaison officer ; 2 legis- 
lative assistants, 1 executive assistant, 1 personal assistant, 1 clerical 
assistant, 7 secretarial assistants, and 1 clerk-typist. See 6 (6). 

In addition, the entire staff of the Department is under instructions 
to make the maximum amount of information available to Congress- 
men and committees upon request, and to give continuing attention to 
problems which should be called to the attention of Congress. 

6 (6). Day-to-day operations of the Office of the Assistant Secretary 
for Congressional] Relations: 

1. Coordinates and supervises the preparation and presentation of 
specific pieces of legislation (other than appropriations). 

2. Early identification of problems warranting consultation with 
appropriate committees of Congress prior to finalization of action. 

3. Advises the principal officers of the Department on congressional 
aspects of actions or proposed actions by the executive branch, and on 
congressional trends and interests. Arranges meetings between indi- 
vidual Congressmen and officers of the Department, appearances of 
departmental officers at congressional hearings, consultative meetings 
with congressional committees or groups of Congressmen, diseusses 
foreign policy issues with individual Members, and furnishes infor- 
mation. 

4. Coordinates within the Department and with the Bureau of the 
Budget comments on legislation not initiated by the Department. 

5. Maintains a legislative history and library. 

6. Prepares a digest of Congressional Record for distribution to the 
Department and to congressional committees. 

7. Prepares, receives, and coordinates responses to general inquiries 
from Members of Congress. 

8. Performs a variety of services for Members of Congress, inelud- 
ing assistance in overseas travel. : 

Veterans’ Administration (525): 6 (a). Eleven employees in the 
Congressional Liaison Service: Director, Congressional Liaison Serv- 
ice; Assistant Director, Congressional Liaison Service; 9 liaison rep- 
resentatives. They are assisted by three stenographers. (See 6 (}).) 

In addition, a legislative attorney assisted by a legislative research 
assistant, in the Office of the Assistant Administrator for Legislation, 
has been assigned to assist Senate committees concerned with veterans’ 
affairs. In the Office of Assistant Administrator for Legislation: 2 
employees assisted by 16 administrative, clerical, and stenographic 
personnel devote part time to contacting, or furnishing information 
to individual Congressmen or committees. Other employees in the 
Washington office and in field offices supply information as requested. 

6 (6). The Congressional Liaison Service handles correspondence 
received by Congressmen from their constituents and, when necessary, 
refers it for appropriate consideration and report; answers telephone 
inquiries regarding VA activities; interviews veterans personally con- 
tacting Congressmen for assistance of various kinds and when neces- 
sary refers them for consideration and action. In addition, the Serv- 
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ice makes available to Congressmen individual claims files as requested, 
and discusses with Congressmen or their assistants problems of their 
constituents. 


II. Agencies which have no congressional liaison sections or officers 


Department of Agriculture (24-25) : 6 (a). The Department has no 
congressional liaison section, designated as such. The duties usually 
associated with a congressional] liaison section are carried on at several 
places in the Department: The Secretary of Agriculture and members 
of his immediate staff handle policy questions. A special assistant to 
the Secretary has been designated to give special attention to policy 
questions. Heads of the various agencies, their principal assistants 
and subject-matter specialists answer requests from Congressmen 
and committees concerning the programs they administer. The Di- 
rector of Finance and Budget Owicer, assisted by two Deputy Direc- 
tors supply budgetary and financial information. The legislative re- 
porting staff of the Office of the Budget and Finance has responsibil- 
ity for developing, reviewing, and obtaining Budget Bureau clear- 
ance for reports on legislative proposals. The Director of Informa- 
tion and five employees in the Office of Information have responsi- 
bility for congressional contacts on publications and general infor- 
mation. 

American Battle Monuments Commission (27-28) : 6. (a). Due to 
the small size of the Commission, no organization for making infor- 
mation available to the press and the public, the Congress, and to 
other Federal agencies is maintained. Specific inquiries are handled 
by the individual in the best position to give an authoritative answer. 

Bureau of the Budget (53-54): 6 (a). Bureau maintains no con- 
gressional liaison section as such. The Director coordinates all con- 
gressional liaison work through discussion at staff meetings. The 
assistant to the Director is responsible for insuring that proper liai- 
son is maintained. The Assistant Director for Budget Review has re- 
sponsibility for liaison with Appropriations Committees, the Joint 
Committee on the Economic Report, and the Joint Committee on In- 
ternal Revenue Taxation. The Assistant Director for Management 
and Organization has responsibility for liaison with Committees on 
Government Operations or any other committees which may handle 
Presidential reorganization plans and related legislation. The As- 
sistant Director for Statistical Standards has responsibility for liai- 
son with Joint Committee on the Economic Report, and with the sub- 
ject-matter committees on matters pertaining to work of the major 
statistical agencies (Commerce, Labor, Agriculture). The Assistant 
Director for Legislative Reference has responsibility for liaison with 
all substantive committees on legislative matters under consideration. 
Inquiries from individual Congressmen are referred to the Bureau 
staff member best equipped to ‘handle them in every organizational 
unit in the Bureau. 

Council of Economic Advisers (114-115) : 6(@). Has no employees 
with responsibility specifically for contact with or making informa- 
tion available to individual Congressmen or congressional commit- 
tees. Members of the Council, particularly the Chairman, handle 
all requests for information. . 
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Export-Import Bank of Washington (149) : 6 (z)- No employ- 
ees are assigned the job of contact with or making information ‘avail- 
able for individual Congressmen or congressional committees. 

Farm Credit Administration (152-153) :6 (a). No particular em- 
ployees are assigned to this work. Research and Information Di- 
vision handles general request for information from Congress and 
other Federal agencies. The Governor or top officials of operating 
divisions handle most of the congressional requests. 

Federal Coal Mine Safety Board of Review (160): 6 (a). The 
Board has no congressional liaison section. The Executive Secre- 
tary and the General Counsel, in addition to the Board members, 
maintain contact with and supply information to Congressmen or 
committees, in addition to their other duties. 

Federal Communications Commission (170): 6 (a). The Com- 
mission does not have any special staff assigned to the job of contact 
with or making information available to Congressmen or committees. 
The secretary of the Commission and the Office of Reports and In- 
formation contact and make information available. Varléus mem- 
bers of the Commission’s staff assist as needed. 

Federal Deposit Insurance Corporation (176-177) :6 (a). No em- 
ployees are assigned exclusively to congressional liaison duties. The 
principal sources of information to press, Congress, and Federal agen- 
cies are the Division of Research and Statistics and the Director of 
Publications and Information. The Chairman of the Board of Di- 
rectors and other division chiefs also furnish information to press, 
Congress, etc. 

Federal Mediation and Conciliation Service (183-184): 6 (a). No 
employees are assigned full time to contact or make information avail- 
able to Congressmen or committees. This Service has no congres- 
sional Tiaison section. “The concerned organizational segments of 
the Service make information available upon request to the Con- 

eSS * * wid 

Federal Power Commission (195) :6 (@). None on a regular basis. 
The bureau does not maintain a congressional liaison section. Nor- 
mally, the bureau or office responsible for the requested material pre- 
pares it for transmittal to Congress. 

Federal Reserve System (206): 6 (a). The Board does not have 
a congressional liaison section. The legislattve counsel has respon- 
sibility for keeping the Board informed of legislative developments. 
As part of their duties, the assistant to the Board and the special 
assistant to the Board facilitate and expedite replies to congressional 
requests for information. 

Federal Trade Commission (221): 6 (a). None. The Commis- 
sion has no congressional liaison section. The Commission’s secre- 
tary handles congressional requests for information. Various bureaus 
or divisions prepare replies to congressional requests. 

Fine Arts Commission (222): 6 (a). The secretary serves when 
required as public relations officer. 

Indian Claims Commission (262): 6 (a). One clerk-administra- 
tive officer. No congressional liaison section. 

Department of Justice (314,316): 6 (a). The Office of the oes 
Attorney General normally handles all congressional inquiries. 
legislative unit within the Office prepares reports on pending legisla- 
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tion as requested. (From the information furnished it could not be 
determined whether or not the Department of Justice has a congres- 
sional liaison section, designated as such.) 

Department of Labor (332): 6 (a). The Department has no con- 
gressional liaison section as such. The Assistant Secretary of Labor, 
in addition to other duties, assists the Secretary in the presentation 
of legislative programs and views to Congress. ‘['wo special assist- 
ants to the Secretary, in addition to other duties, work with the Assist- 
ant Secretary in preparing replies to inquiries dealing with problems 
from the Congressman’s State or district, or concerning legislation 
in which the Department has an interest. The Division of Legisla- 
tion, Office of the Solicitor, under direction and coordination of the 
Solicitor, prepares reports and testimony for legislative committees. 
Other officials and technical experts in the Department handle con- 
vressional requests for information as part of their regular functions. 

National Advisory Committee for Aeronautics (341): 6 (a). 
NACA does not have a congressional liaison section. Such functions 
are handled by the Executive Secretary; the legal adviser; and the 
budget officer. 

National Capital Housing Authority (345): 6(a@). The Authority 
has no congressional liaison section. The Executive Director is re- 
sponsible for congressional liaison. The General Counsel acts in the 
absence of the Executive Director. The budget officer and the comp- 
troller are available for contact on questions relative to budget esti- 
mate submittals. 

National Capital Planning Commission (347): 6 (a). The Com- 
mission has no congressional liaison section. The Director and the 


General Counsel perform these functions. 
National Labor Relations Board (352): 6 (a). “No em- 


ployees * * * especially assigned ‘job of contact or making informa- 


tion available for individual Congressmen or congressional commit- 
tees.” There is no congressional liaison section. The Executive 
Secretary of the Beard handles inquiries concerning cases pending 
before the Board. The Office of the Solicitor handles requests for 
reports addressed to the Board on pending legislative bills or matters 
involving questions of law. The Director of Administration handles 
matters concerning personnel, the budget, etc. The Associate Gen- 
eral Counsel in charge handles inquiries concerning cases pending 
before the General Counsel; also mquiries concerning pending legisla- 
tion. The Chairman, Board members, or the General Counsel may 
also deal directly with Members or committees. Other persons may 
be asked to handle congressional requests for information which fall 
within their range of interest. 

National Mediation Board (355): 6 (a). No employee is desig- 
nated for the purpose of making information available to Congress- 
men and committees. The Executive Secretary receives and releases 
information requested. 

National Science Foundation (359): 6 (a). The Foundation does 
not have a congressional liaison section. All employees, within the 
sphere of their activity, are expected to prepare information for trans- 
mittal to individual ecquainen or congressional committees. 

National Security Council (364): 6 (a) No employees assigned to 
congressional liaison functions. Information regarding the NSC is 



















































276 INFORMATION FROM DEPARTMENTS AND AGENCIES 





normally made available, as authorized by the President, to Congress 
through the White House or appropriate executive department or 
agency. 

National Security Training Commission (371): 6 (a). The Com- 
mission has no congressional liaison section. The functions are han- 
dled by the five Commissioners and the Director. 

Panama Canal Company—Canal Zone Government (380): 6 (a). 
“No employees assigned regularly to the job of contact with or making 
information available to individual Congressmen or congressional 
committees.” The Governor-President handles requests for informa- 
tion from Congressmen and committees. The Secretary, Panama 
Canal Company, provides liaison with Congress on a “when-needed 
basis.” 

Post Office Department (393-394) : 6 (a). No congressional liaison 
section as such is described in the Department's reply to the question- 
naire. Of the 12 officials who are authorized to make contact with 
or make information available to individual Congressmen or congres- 
sional committees, principal liaison functions are assigned to the 
executive assistant to the Postmaster General, and to the Solicitor. 
The executive assistant to the Postmaster General handles all congres- 
sional inquiries from an individual Congressman addressed to the 
Postmaster General. He, after consultation with the Postmaster Gen- 
eral when necessary, makes referral of the inquiries to the appropriate 
office or bureau for preparation of the reply. The Solicitor is the 
legislative representative of the Department. He drafts all legisla- 
tion and reports on pending legislation for the Department. He has 
authority to sign reports on pending legislation, referring to the 
Postmaster General those which he believes require the attention of the 
Department head. Other officials who are authorized to make contact 
with or make information available are: The Postmaster General; 
Deputy Postmaster General; special assistant to the Postmaster Gen- 
eral; assistant to the executive assistant; Assistant Postmasters Gen- 
eral (five) ; and the chief postal inspector. Lesser officials throughout 
the Department may be called upon from time to time to perform 
related duties. 

Railroad Retirement Board (400): 6 (a). The Board has no con- 
gressional liaison section. No employees are assigned the job of con- 
tact with and making information available to Congressmen or 
committees. The members of the Board or an officer so designated 
handles contacts with congressional committees. Many officers and 
employees furnish information to Congressmen concerning claims. 

Redevelopment Land Agency (407): 6 (a). There is no congres- 
sional liaison section. The Executive Director and his assistant main- 
tain congressional liaison as integral parts of their regular duties. 

Renegotiation Board (415): 6 (a). The General Counsel provides 
informal congressional liaison. 

St. Lawrence Seaway Development Corporation (428): 6 (a). 
There is no congressional liaison section. The Administrator and the 
Director of Information perform these functions. The Director of 
Information is specifically assigned to make information available or 
to do any special research desired. 

Securities and Exchange Commission (436): 6 (a). No congres- 
sional liaison section. No employees are assigned to this task. The 
Commission and staff handle requests for information. 
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Subversive Activities Control Board (489) :6 (a). No congressional 
liaison section. No employee is assigned exclusively to the work of 
informing Congressmen and congressional committees. This func- 
tion is shared by the Board and five key members: the Information 
Officer, the General Counsel, the Executive Secretary, the hearing 
room officer, and the budget and fiscal officer. 

United States Tariff Commission (492): 6 (a). No congressional 
iiaison section. No employees assigned to the job of contacting or 
making information available to Congressmen and committees. Com- 
mission members or employees handle requests according to their 
subject-matter fields. 

Tennessee Valley Authority (501): 6 (a). No congressional liaison 
section. No special assignments for this purpose. Staff members pro- 
vide information according to their subject-matter fields. Many of the 
inquiries are handled by the Washington TVA office. 

Department of the Treasury (510): 6 (a). The only Treasury 
Department bureau that has a congressional liaison office is the Coast 
Guard. In the Department, the Under Secretaries, the Assistant 
Secretaries, the General Counsel, and bureau heads and their imme- 
diate assistants devote particular attention to congressional liaison. 
Any official or employee may be called upon to answer specific re- 
quests. 

Veterans’ Education Appeals Board (527): 6 (a). No employees are 
assigned to public informational functions. 

Advisory Committee on Weather Control (531): 6 (a). No em- 
ployees have been specifically assigned the job of contacting or mak- 
ing information available to Congressmen or committees. The Chair- 
man and executive secretary are always available to provide such 
information when requested. 


IIT. Agencies whose organizational structure was described in enclo- 
sures which were not included in the committee print of replies 
to the questionnaire 

Department of Defense (132): 6 (a). Approximately 41 people 
in the Office of the Secretary of Defense have the “primary assignment 
of contact with or making information available to committees or 
Congressmen.” The office organization is deseribed in the material at 
tab G (which we do not have). The three military departments each 
have groups of personnel having comparable primary assignments. 
These are also described in tab G. 

Interstate Couimerce Commission (304) :6 (a). In addition to the 
organizational structure which was described in paragraphs 1 and 2 
of appendix A (which we do not have), a legislative counsel is assigned 
to preparing reports on peneng bills as requested by congressional 
committees. Other employees furnish information in response to 
individual requests as a part of their other duties. 


H. Question IIT 6 (ce) and (d) 


III 6. (¢) Please estimate the annual cost to your agency for pro- 
viding information to individual Congressmen. 

(d) To congressional committees. 

The replies to questions 6 (c) and 6 (d) were for the most part 
included in one answer. They will, therefore, be treated as a unit 
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for analytic purposes. Because less than one-half of the departments 
und agencies gave cost estimates and many of these were qualified, it 
is impossible to present total cost figures. 

The following table shows the breakdown of the replies of the 60 
departments and agencies to the 2 questions: 















Gave cost estimates of one kind or another__.__-__-----.--- 26 
Replied that it was impossible to estimate their costs__....-.._.__-___ 17 
Replied that the cost was “negligible,” “nominal,” or “small’_.....__--___ 11 
Interpreted. the question to refer to aetnal cests of congressional liaison 
NE |S SEER nC eRe ar ee ir SORE A GL OMe NOt A REEL RO TTS AON Ame TREY pe 1 
Agencies made no reference to the question in their replies to the question- 
PRE MRS ICRES a EEE tiie See 6 AN SITE farooses AOE So RM 2, aR RD ARS ceo oR PERT eee 5 


This isa summary table of the 26 agencies who gave cost estimates: 








































Agency | Estimate | Remarks 


Department of Agriculture $337, 418 | Estimated for fiseal 1955. Not-included were: Cost of prepar- 
(25). | ing reports on pending legislation, testimony, and other 
material for hearings, and information submitted for con- 
sideration by the Appropriations Committee. Not in- 
cluded was $475,400, the cost of printing the Agriculture 
| Yearbook and of reprinting farmers’ bulletins. 

Atomic Energy Commission 40,000 | Not included is time of staff members, other than the con- 
(44-45). gressional liaison staff, who gather, evaluate, and present 
information for inclusion in replies. Not included also is 

$16,000, dnnualecost of’ semiannual reports to Congress. 
Central’ Intelligence Agency 24, 000,| Otherthan the salariesof that portion of the Office of Legisla 
). tive Counsel which is concerned with this function ($24,- 
000), the annual cost cannot be calculated accurately. Not 
ineluded are man-hours required to prepa-e testimony and 
to prepare material used to answer congressional requests 
Estimate ts for salaries of the congressional lisison office. Not 
included is the cost of time devoted to services to Congress 

} in-other parts of the Commission. 
Department of Commerce 118,450 | Estimates include $110,000 for the congressional liaison group 
(iit). and $8,450 for cost of time spent by Office of Budget and 
Management on related functions. Not inchided are esti- 
mates of cost of time spent by the Secretary, other secretarial 
|. Officers, office heads, bureau heads, and their staffs. 
109,795 | Estimated cost for fiscal 1955 for the organizations having 
primary responsibility for information, including the 3 mil- 
itary departments. 





Civil Serviee Commission: (95) 38, 145 


ne 


Department of Defense (132) 


Federal Coal Mine Safety Re- 600 
view Board (161). i 
Federal: Power Commission | 35, 000 | Approximate figure. 


_ 
=] 
a 


40,000 | This estimate for the present fiscal year is extraordinarily 
high due to 9 co"imittee-iavestigations of the Commission 
Figare is therefore not representative. 

78, 000° | (c) $54,000; (@) 21,000. 


259, 377 | (c) $194,533; (d) $64,844. $20,377 of the total estimated cost is 
allocable to the I-gislative and liaison unit. 

25,000 | The annual cost of operating the Lezi litive Liaison Office, 
Approximately 44 of this amount is the cost of handling 
inquiries from individnel Congressmen. 

72, 330. | Salary of congressional liaison personnel, Not inclided ore 
costs of time spent by other personne) in responding to 
congressional inquiries. 

28,420 | Personal-services for fiscal year 1955. 


). } 
Federal Trade Commission 


& 
— 
~ 


Foreign Claims Settlement 
Co nmission (227). 
General Services Administra- 
: tion (238). 
oF Department of Health, Educa- 
tion, and Welfare (250). 


Housing and Home Finance 
Agency (258). 


U. 8. Information Agency 
(269). 

International Cooperation 
Administration (301). 


40, 680 | Total annual salaries for Office of the Deputy Director for 
Congressional Relations, Not ineluded are costs of time 
spent by other personnel in preparing answers to requests. 

8,900 | The salary of a legislative counsel]. Not included are costs 
which»wererdescribed in appendix A of the Commission's 


Interstate Commerce Com- 
mission (304). 


reply. 
Department of Justice (314) 90,000 | Annual cest of the Office of the Deputy Attorney General. 
National Advisory Committee @) For (d); costs of (c) are nominal. 
for Aeronautics (341). 
National Labor Relations ® While it is not possible to provide an accurate estimate of the 


Board (352-353). cost of providing information, a sampling among persons 
who are responsible for such matters indicates that con- 


servatively it is in excess of $25,000 per annum. 





| 
National Security Training | 3, 000 
Commission (371). i 


Pe: See footnotes at end ef table. 
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—— ° 
Agency | Bstinrate | Remarks 











| } a 
S| | - 


Panama Canal Company (380) | $4,000 | (c) $2,000; (d) $2,000 for regularly transmitted reports. Cost 
of 1-time reports varies from negligible to $25,000-or more. 
St: Lawrence Seaway Devel- | 500 | (ec) Approximately $500; (d) none. 
opment Corporation (428). 
Selective Service System (445)_. 350, 000 | (c) $830,000. Major portion of this cost is for the posting of 
individual Members: of Congress concerning the selective- 
| service status of their constituents; (d) $20,000. 
Small Business Administra- | 20,000 | For two liaison men. In addition, unsegregated costs: of 
tion (453). | _ every office to furnish information. 
Department of State (480). | 139, 285 | Direct cost of Congressional Relgations Office for fiscal 1955. 
| | Itis impossible to segregate from the Department’s budget 
_ the precise cost of furnishing information. 
Veterans' Administration | 341,000 | Cost of the congressional liiison service for fiscal 1955 was 
(526). about $80,000; expenditures of the Office of the Assistant 
Administrator for Legislation were approximately: $261,000. 
| Itis not possible to estimate the total annual cost of provid- 
| ing information beeause such data are not available. 
| 


1 Less than-$50,000. 
2 In excess of $25,000. 





Seventeen agencies and departments replied that they were unable 
to estimate the cost of providing information to individual Congress- 
men or to congressional committees. The agencies and departments 
are listed below, together with a summary of the reason why the 
agency was unable to furnish the data: 

Bureau of the Budget (54): Because of the nature of the Bureau’s 
work and its special relationship to Congress at many points in the 
legislative process, it would be “difficult” to estimate accurately the 
annual cost of providing information to individual Congressmen or 
committees. 

Civil Aeronauntics Board (69) : Because every office and bureau is 
involved in the task, the Board has never attempted to accumulate 
the type of cost accounting data to serve as a basis for estimates. 

Office of Defense Mobilization (146) : Some portion of the time of 
all employees is used in this area. Therefore cost estimates data are 
not possible. 

Farm Credit Administration (153): Unable to estimate the cost 
because no particular employees are assigned to this work. 

Federal Communications Commission (170) : Impossible to estimate 
the annual cost beeause the job is not centralized within the Com- 
mission. 

Federal Reserve System (206) : No practicable means of allocating 
the costs. 

Department of the Interior (286): Information is furnished by 
employees as a part of their normal duties. Although costs are “sub- 
stantial,” no estimate is possible. 

Department of Labor (332) : Impossible to estimate the cost of this 
specific function which forms only a part of the duties of the several 
officials answering congressional inquiries. 

National Capital Planning Commission (347) : Records too meager 
to support cost estimate. 

National Security Council (364) : Furnishing of NSC information 
to Congress takes place as an ancillary function of the White House 
or the appropriate executive department or agency. It is therefore 
impossible to estimate the annual cost. 
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Post Office Department (394): So many officers and employees are 
involved that it is impossible to make a reliable estimate. prepa- 
ration of replies now constitutes a very appreciable addition to the 
normal workload. 

Railroad Retirement Board (400) : Impossible to estimate the cost. 

Rubber Producing Facilities Disposal Commission (424) : Impos- 
= to estimate the cost because no one has sole responsibility for the 
ob. 
: Smithsonian Institution (457): “An estimate in the absence of reec- 
ords would be only a guess and thus of little value.” 

Subversive Activities Control Board (489): No determinable. 

Tennessee Valley Authority (501) : Staff and operating people pre- 
pare —— to requests for information ; therefore, no realistic estimate 
is possible. 

partment of the Treasury (510): No statistics upon which to 
base an estimate. 

Eleven departments and agencies said the cost of providing infor- 
mation was Rcocmal,” “negligible,” or “small.” They were: 

Civil Defense Administration (81). 

. Export-Import Bank of Washington (149). 

Federal Deposit Insurance Corporation (177). 

Federal Mediation and Conciliation Service (184). 

Indian Claims Commission (262). 

National Capital Housing Authority (345). 

National Mediation Board (355). 

National Science Foundation (359). 

Redevelopment Land Agency (407). 

Renegotiation Board (415). 

Securities and Exchange Commission (436). 

The United States Tariff Commission did not submit an estimate. 
The Commission interpreted the question to refer only to actual 
costs of congressional liaison groups and replied that since inform- 
tion is furnished by employees as part of their other duties, “the cost 
of any special organization for congresional contacts is nonexistent.” 

And finally, five small agencies made no reference to the question in 
their replies tothe questionnaire. They were: 

American Battle Monuments Commission (27-28). 

Council of Economic Advisers (115). 

Fine Arts Commission (222). 

Veterans’ Education Appeals Board (527). 

Advisory Committee on Weather Control (528-531). 
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Exuzsert III 


Tue Liprary or CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C., March 29, 1956. 


To: House Government Information Subeommittee 

From: American Law Division 

Subject: Analysis of replies from Federal agencies to questionnaire 
with reference to 5 U. S. C. 22, 139b and 1002; 18 U.S. C. 1905, 
and the letter of the President to the Secretary of Defense dated 
May 17, 1954. 

This analysis is based on the replies published in the committee 
print entitled “Replies from Federal Agencies to Questionnaire Sub- 
mitted by the Special Subcommittee on Government Information of 
the Committee on Government Operations.” Hence it does not cover 
citations made in exhibits or attachments which were not published in 
the committee print. 

So far as the published answers reveal, less than half of the agencies 
replying to the questionnaire cited any one of the above statutes or 
letter. Eighteen agencies mentioned the President’s letter. ‘The num- 
ber who cited the above statutes ranged from 6 to 14. 

Unless otherwise indicated in the sueceeding sections, these statutes 
and letter were cited generally by the agencies listed as authority for 
withholding information. Parenthetical references are to pages in 
the committee print. 

§ U.8. C. 22 

Cited by— 

Department of Agriculture (8). 
Department of Commerce (101). 
Department of Defense (120). 
Department of the Interior (271). 
Department of Justice (312). 
Department of Labor (324). 

Post Office Shs ey (383). 
Department of State (461). 

Civil Service Commission (83). 
Housing and Home Finance Agency (252). 
Interstate Commerce Commission (305). 
Smithsonian Institution (457). 

The Smithsonian Institution listed this section as one of the authori- 
ties for its report to the Senate Committee on Post Office and Civil 
Service on its security regulations (457). 

§ U.S.C. 139b 

Cited by— 

Department of Commerce (100). 
Department of Justice (312). 
Department of Labor (322). 
Bureau of the Budget (46). 
Federal Communications Commission (164, 165). 
Tariff Commission (490). 
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The Department of Justice stated that “If a department or agency 
refers a legal matter to this Department, under the provisions of title 
5, United States Code, section 139b, this Department is prohibited 
from making an unauthorized disclosure of confidential information 
to the same extent as the department or agency which initially receives 
such confidential intormation” (312). 

The Federal Communications Commission cited this section as gov- 
erning disclosure of “Information filed with the Commission on a 
confidential basis: The Commission receives certain types of informa- 
tion dealing with finances, business contracts, and equipment from its 
licensees and manufacturers. It is necessary that this information be 
received on a confidential basis in view of the fact that it contains 
trade secrets and financial data which would be of benefit to competi- 
tors of those who submitted the information, and it is not made public 
in order to protect the business interests of the persons who submit it” 
(164). The Tariff Commission said that it was prevented by this 
statute, as well as 18 U. S. C. 1905, “from revealing information con- 
cerning the confidential business operations of firms or individuals 
who may supply such data to the Commission or which has been 
supplied the Commission by other Federal agencies (490). 

§ U.S.C. 1002 

Cited by— 

Department of Agriculture (8). 
Department of Commerce (101). 
Post Office Department (388). 
Department of State (461). 
Treasury Department (511). 
Civil Service Commission (83). 
Federal Communications Commission (165). 
Board of Governors of the Federal Reserve System (197). 

The Federal Communications Commission stated that pursuant to 
this section and section 4 (m) of the Communications Act of 1934 it 
“must make available to the public its official reports and decisions” 
(165). ‘The Post Office Department referred generally to the Admin- 
istrative Procedure Act as requiring publication of “Descriptions of 
the central and field organizations of the Post Office Department, in- 
cluding delegations of authority by the Postmaster General to sub- 
ordinates, the established places at which and the methods whereby 
the public may secure information, statements of the general course 
and method by which the functions of the Department are channeled 
and determined, the nature and requirements of all formal or informal 
procedures and the substantive rules adopted as authorized by law for 
the guidance of the public” (388). 

This statute was explicitly invoked as authority for withholding 
information by the Board of Governors of the Federal Reserve Sys- 
tem. It asserted that “Authority for nondisclosure of the categories 
of information referred to in the answer to question 1 and more fully 
described in the Board’s rules of organization is based upon the 
provisions of section 3 of the Administrative Procedure Act (5 U.S. C. 
1002) which permits nonpublication and nondisclosure of any infor- 
mation to the extent that it involves functions requiring nondisclo- 
sure in its public interest or matters which for good cause found are 
held to be confidential” (197). 
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18 U.S. C0. 1905 
Cited by— 
Department of Agriculture (9). 
Department of Commerce (100). 
Department of Defense (120). 
Department of Justice (311-312). 
Department of Labor (322). 
Department of State (461). 
Bureau of the Budget (47). 
Office of Defense Mobilization (136). 
Federal Communications Commission (169). 
Board of Governors of the Federal Reserve System (197). 
Housing and Home Finance Agency (252). 
International Cooperation Administration (288). 
Tariff Commission (490). 
Atomic Energy Commission (30). The section cited is 18 
U.S. C. 1904, but that appears to be a typographical error). 
The Federal Communications Commission stated that “in one in- 
stance it was necessary * * * to defer action on a request by the 
Senate Committee on Interstate and Foreign Commerce for certain 
information concerning the finances and net work affiliations of indi- 
vidual television broadcast stations and networks. In view of the pro- 
visions of section 1905 of title 18, United States Code, the Commis- 
sion, with the approval of the Senate committee, requested an opinion 
from the Attorney General as to the authority of the Commission to 
furnish the information requested. Upon receipt of the Attorney 
General’s opinion * * * the Commission wrote a letter, dated July 27, 
1955, to the chairman of the Senate committee setting forth the Com- 
mission’s views with respect to furnishing this information” (169). 
Neither the Attorney General’s opinion nor the letter to the chairman 
of the Senate committee is set out in the answers published in the com- 
mittee print. The Federal Reserve Board declared that “Employees 
of the United States are prohibited by statute (18 U.S. C. 1905) from 
disclosing financial or business information regarding particular per- 
sons or institutions” (197). 
The Tariff Commission’s reference to this section has already been 
noted in connection with 5 U.S. C. 139b (490). 


President's letter of May 17,1954 
Cited by— 

Department of Agriculture (9). 
Department of Commerce (102). 
Department of Defense (119). 
Department of Health, Education, and Welfare (250). 
Department of the Interior (273). 
Department of Justice (311). 
Department. of Labor (324). 
Post Office Department (384). 
Department of State (462). 
Bureau of the Budget (47). 
Office of Defense Mobilization (137). 
Federal Communications Commission (168). 
General Services Administration (229, 235). 




















284 INFORMATION FROM DEPARTMENTS AND AGENCIES 


Housing aiid Home Finance Agency (254). 
International Cooperation Administration (288, 290, 297). 
Renegotiation Board (408). 

Securities and Exchange Commission (483, 435). 
Small. Business Administration (446, 451-452). 

In addition, the Veterans’ Administration cited the memorandum 
of the Attorney General which was attached to this letter (513-575). 

Two agencies, the Department of Defense (119) and the Housing 
and Home Finance Agency (254), included this letter among the 
authorities applying generally to the disclosure of information with 
the explanation that it related to information, the disclosure of which 
would be incompatible with the public interest or jeopardize national 
safety and internal executive communications. The Attorney Gen- 
eral declared that it “prohibits the disclosure of advice on official 
matters within the executive branch where incompatible with the 
public interest” (311). The General Services Administration (229, 
235) and the Department of the Interior (273) referred to it as a 
statement of policy by the President. In three different places in its 
reply the International Cooperation Administration spoke of the 
“Presidential directive of May 17, 1954.” It cited this document as 
one of the bases of its authority to withhold information generally 
(288): as a justification for withholding information on security 
grounds (290) ; and as the reason for refusing, in March 1955, to sup- 
ply the Senate Permanent Subcommittee on Investigations with an 
Economic Defense Advisory Committee document interpreting na- 
tional security policy on East-West trade (297). 

The Department of Labor (324) and the Small Business Adminis- 
tration (451-452) cited this letter as authority for refusing to disclose 
official personnel files. The latter invoked it, together with the direc- 
tive of March 13, 1948, as a basis for declining to furnish personnel 
files to the Senate Post Office and Civil Service Subcommittee or Gov- 
ernment Employees Security Program, 84th Congress, Ist session 
(451-452). It also cited this letter generally as a justification for 
denying access to information (446). 

The Federal Communications Commission referred to this letter in 
connection with the statement that “With respect to those functions 
of the Commission which are administrative or executive in nature, 
the Commission is of the opinion that communications with other 


Government agencies and with the Executive Offices of the President . 


may be withheld under the doctrine of executive communications” 
(168). : 

The Post Office Department cited it, among other documents, to 
support its conclusion that “Under the Constitution, the executive 
power is lodged in the President. The determination of all executive 
questions belongs, in theory and constitutional right, to him. It fol- 
lows that the other two great and equal branches of our Government 
cannot, under the Constitution, compel heads of departments to make 
public what the President, in the public interest, feels constrained to 
keep secret. The President alone is the judge of that interest, and is 
accountable only to his country, and to his own conscience” (384). 

In reporting on the testimony of its chairman before the Anti- 
monopoly Subcommittee of the Senate Committee on the Judiciary in 
July 1955, the Securities and Exchange Commission mentioned this 
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letter and an opinion of the Attorney General based thereon. It said: 
“Chairman Armstrong was also asked questions by the subcommittee 
about a conversation with Sherman Adams, assistant to the President, 
on July 13,1955. As the record shows * * * he advised the subeom- 
mittee that the conversation related solely to his responsibilities under 
the principles expressed in President Eisenhower's letter of May 17, 
1954 * * * which was made applicable to these hearings by Attorney 
General Brownell’s letter of July 12, 1955 * * *, and further that the 
conversation did not relate to the Commission’s quasi-judicial proceed- 
ings under the Public Utility Holding Company Act” (435). 
Mary Louise Ramsey, 
American Law Division. 


Exuisir LV 
House GovernMENT INFORMATION SUBCOMMITTEE 


SUGGESTED QUESTIONS TO BE CONSIDERED BY MEMBERS OF NON-GOVERNMENT 
LEGAL PANEL, MAY 8, 9, 1956 


5 U.S.C. 22 

1. What is the proper interpretation of this statute with respect to 
access to records for public inspection? ‘To appropriate congressional 
committees ? 

(a) Is it merely a housekeeping statute which has nothing to do 
with withholding information ¢ 

(6) Does it specifically confer discretion to withhold information ? 

(c) If there is no other statute or Executive order specifically 
granting the right to withhold information, does this statute contain 
the necessary authority for the unlimited use of discretion to deny 
access to records ¢ 

2. Does this statute apply only to executive departments, or does it 
include other agencies and commissions, such as the independent regu- 
latory agencies ¢ 

3. If heads of departments do not have unlimited authority to with- 
hold information or deny access to records, what amendment of this 
section would you suggest to insure availability of information which 
they have no right to withhold and which will insure the people’s 
right to know ? 

5 U.S.C. 1002 (ec) 

1. Does this section apply to all official records in the custody of 
an agency, or only to official records in administrative proceedings? 

2. What is an “official record”? Does that term refer only to records 
of official action taken by an agency? Or does it include information 
gathered by its staff, reports made to it pursuant to law, intermediate 
reports and findings of its staff, and other matters on the subject under 
consideration ¢ 

3. Do thé exceptions in this section confer any authority to with- 
hold information, or do they simply leave the law in the excepted 
areas unchanged, neither adding to nor subtracting from whatever 


authority, if any, an agency had to deny access to information covered 
by the exceptions ? 
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_ 4. Does the exception of “any function of the Government requir- 
ing secrecy in the public interest” create or ize an administrative 
diseretion to withhold anything the agency believes it would be con- 
trary to the public interest vege Hee 

5. Who are persons “properly and directly concerned”? Is this 
category limited to persons who are parties to agency proceedings or 
are direct] affected. thereby? Or ae it include members of the 
general public and the press? 

6. What is the scope of the exception of matters relating solely to 
the internal management ‘of the agency? Does this cover such mat- 
ters as personnel records; working papers, intraagency communica- 
tions, ete? Is this exception so sweeping a delegation of authority 
that it enables an agency to practically withhold any information it 
decides should not 2 available to the public? Should the internal 
management records referred to be listed and/or itemized in order 
to clarify intent? 

7. Should the phrase in this section “except information held con. 
fidential for good cause found”, be modified? Should the determi- 
nation under this clause rest solely in the agency ¢ 

8. The Attorney General has refused to give legal advice or opinions 
to the Congress and its committees. The Attorney General is the chief 
legal officer for the executive branch. The independent regulatory 
agencies and commissions are creatures of Congress. Is it advisable 
to establish at this time an admjnistrative procedures section in the 
Department of Justice? Or sheuld the Congress establish a special 

y or court similar to the Tax Court now in the executive branch ¢ 
President's letter to Secretary of Defense dated May 17, 1954 

1. Is this letter directed to a named agency, in your opinion, for a 
specific purpose and occasion and concerning a specific subject matter 

fore a committee of Congress? 

2. Does any other executive department or agency have the right to 
assume that it applies to it when the letter was not specifically directed 
to it or communicated via an Executive order? 

3. Can the President delegate his responsibility to the people on this 
subject matter to another head of department or agency without spe- 
cific direction on each occasion ? 

4. Is the Attorney General’s memorandum attached to this letter 
merely his interpretation of the law? Is there any distinction between 
this memorandum and the published opinions of the Attorney 
General? 

5. Does the President have a constitutional prerogative to withhold 
any information when he believes disclosure would be contrary to the 
public interest ? 

6. If not, what is the basis and scope of his authority bearing in 
mind article IT, section 3 of the Constitution ? 

(a) May he refuse information to Congress on the ground that in 2 
particular case the object of the inquiry is beyond the legislative coni- 
petence of Congress. 

(6) Can heads of departments and subordinate officials in the ex- 
ecutive branch be compelled to disclose information which the Presi- 
dent, as Chief Executive Officer, might have the power to withhold’ 

(¢c) If information may be withheld only on:the authority of the 
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President, how must. that authority be manifested? By Executive 
order? By written instructions to a particular officer? By. instruc- 
tions communicated orally or in writing by a member of his, staff? 
By announcement of a general policy? 

(d) To what extent, if at all, do the independent regulatory agencies 
have a right or duty to withhold information in accordance with 
orders, directives, or policies announced by the President ? 


18 U.S.C. 1905 


1. Is this statute a barrier to the free flow of Government informa- 
tion to the public, to individual Members of Congress and to appro- 
priate, congressional committees ? 

2. What is the meaning of the phrase “not authorized by law”? Is 
a subpena issued by an appropriate congressional committee sufficient 
authority to protect an officer or employee of the Government if he 
disclosed information to the committee? 

3. If an appropriate committee of Congress has the same subpena 
powers granted by statute to an agency and thereby can obtain the 
same information by such procedure, can an official or employee then 
deny such information to the congressional committee? Isn’t the 
agency or department by denying such information to an appropriate 
congressional committee possibly placed in a position of protecting a 
wrongdoer and also preventing Congress from enacting corrective 
legislation? , Isn’t there a possibility of duplication of effort in obtain- 
ing such information by the agency or department and by Congress 
with a resultant increase in cost to the taxpayer ? 

4. Is this statute too broad? Does it permit withholding of in- 
formation which should be made available to the public? 


Executive Order 10501 


1. Is an Executive order the best method of providing for “Safe- 
guarding official information in the interests of the xm Ha of the 
United States” or should Congress enact statutory authority to ac- 
complish this purpose ¢ 

2. Should Congress create any administrative or judicial procedure 
to insure timely review of classification and removal or downgrading 
of classification where appropriate ? 

3. Is it possible to provide any legal remedy for abuse of classifica- 
tion authority or for failure to review and remove security classifica- 
tion where appropriate? If so, what form of relief do you suggest? 

4. In your opinion, does this Executive order apply to the inde- 
pendent regulatory agencies and commissions? 





Exurerr V 
Hovsr GovERNMENT INFORMATION SUBCOMMITYIER 


SUGGESTED QUESTIONS TO BE CONSIDERED BY ATTORNEYS OF THE GOVERN- 


MENT DEPARTMENTS AND AGENCIES (LEGAL PANEL DISCUSSION )—JUNE 
20 AND 22,1956. 


5 U.S.C. 22 


1. What is your interpretation of this statute with respect to access 
to records for public inspection? By congressional committees? 
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2. Does this statute apply only to executive departments, or does it 
include other agencies and commissions, such as the independent reg- 
ulatory agencies ? 

3. Do you think that an amendment to this section would facilitate 
the Congress’ and the public’s right to know? 

' 4 What,amendment would you suggest as a means to overcome the 
interpretation of this statute as a basis for withholding information ? 


5 U.S. C. 1002 


5. Do you not think it paradoxical that a statutory provision clear- 
ly intended by Congress to make administrative information available 
should be asserted by many agencies as authority for the denial of in- 
formation to the public? 

6. Does this section apply to information sought by the public? By 
congressional committees ? 

é What is an “official record” within the meeting of 5 U.S. C. 1002 

c)? 
8. Does that term refer only to records of official action taken by an 


agency! 

9. Does it include information gathered by its staff, recommenda- 
tions of staff, reports made, intermediate reports and findings of its 
staff, and other matters on the subject under consideration ? 

10. Does it include every written document? If not, please specify. 

11. Do you think the term “official records” should be defined spe- 
cifically in the statute? 

12. If there are cases in which your department or agency has ap- 
plied the exception of “any function of the Government requiring 
secrecy in the public interest” to withhold information otherwise re- 
quired to be divulged by 5 U.S.C. 1002, please list them. 

13. Who determines in specific cases whether secrecy in the public 
interest is required ? 

14. If there is an agency rule or directive covering this requirement, 
please furnish a copy. 

15. Who are persons “properly and directly concerned” under 5 
U.S.C. 1002 (c)¢ Is this category limited to persons who are parties 
to agency a or are directly affected thereby? Or does it 
include members of the general public and the press? 

16. In view of the legitimate interest of the public in the functioning 
of departments and agencies, in your opinion should the limitation of 

rsons “properly and directly concerned” be stricken from 5 U.S.C. 
1002 (c) ¢ 

17. Do you feel that existing statute and case law apart from 5 
U.S.C. 1002 (c) adequatedy protect the right of parties to adminis- 
— against the disclosure of information of a private 
nature 

18. If there are cases your department or agency has applied the ex- 
ception of any matter relating solely to the internal management of 
the agency, please list them. 

19. Who determines, in specific cases, whether the matter relates 
solely to internal management? | bee tt 

20. Should the internal management records referred to be listed 
and/or itemized in order to clarify legislative intent ? 
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21. If there are cases in which your department or agency has ap- 
plied the exception of “information held confidential for good cause 
found” in 5 U.S.C. 1002 (c), please list them. 

22. Who determines, in specific cases, whether information should 
be held confidential ¢ 

23. If there is an agency rule or directive covering this requirement, 
please furnish a copy. 

24. What specific amendments or modifications of 5 U.S.C. 1002 
would, in your opinion, be necessary to give full effect to the congres- 
sional intent to make administrative information available to the 
widest possible extent? Refer to page 198, Administrative Procedure 
Act: Legislative History, “The section has been drawn upon the theory 
that administrative operations and procedures are public property 
which the general bet rather than a few specialists or lobb ists, is 
entitled to know or to have the ready means of knowing with definite- 
ness and assurance.” 


President's letter to Secretary of Defense dated May 17, 1954 

25. In your opinion, is this letter directed to a named agency for a 
specific purpose and occasion and concerning a specific subject matter 
before a committee of Congress ¢ 

26. Does any other executive department or agency have the right 
to assume that it applies to it when the letter was not specifically 
clireeted to it? 

27. Are there any cases in which your department or agency has 
relied upon this letter as authority for withholding information ? 
Please specify. 

28. Can the President delegate his authority on this subject matter 
to the head of a department or agency without specific direction on 
each occasion ? 

29. Does the President have an unlimited constitutional prerogative 
to withhold any information from the Congress and/or the public 
when he believes disclosure would be contrary to the public interest ? 

30. If not, what limits are there on the President’s authority in this 
respect ? 

31. Does the President have other than constitutional authority to 
withhold information from the Congress and/or the public? Please 
specify. 

32. If information may be withheld only on the authority of the 
President, how must he manifest that authority in specific cases? 

(a) By Executive order? 

(6) By written instructions to a particular officer? 

(c) By instructions communicated orally or in writing by a member 
of his staff? 


I8 U.S.C. 1905 


33. Is this statute a barrier to the free flow of Government informa- 
tion to the public, to individual Members of Congress and to appro- 
priate congressional committees ? ; 

34. What is the meaning of the phrase “not authorized by law”? 

35. Is a subpena issued by a congressional committee sufficient to 
protect an officer or employee of the Government if he disclosed in- 
formation to the committee ? 


’ 
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36; Since 18 U. S. C. 1905 is a criminal statute, should it be clarified 
so that information requested by a congressional committee may not 
seem to come within its prohibition ¢ 
Executive Order 10501 


37. Is an Executive order the best method of providing for “safe- 
guarding official information in the interests of the defense of the 
United States” or should Congress enact statutory authority to accom- 
plish this purpose ? 

38. Should Congress create any administrative or judicial procedure 
to insure timely review of classification and removal or downgrading 
of classification where appropriate ? 

39. Is it possible to provide any legal remedy for abuse of classifica- 
tion authority or for failure to review and remove security classifica- 
tion where appropriate? If so, what form of relief do you suggest ’ 

40. In your opmion, does this Executive order apply to the inde- 
pendent regulatory agencies and commissions ? 

41. In view of the Hunphrey case (295 U. S. 602), does the Presi- 
dent have the authority to control the information policies of the in- 
dependent regulatory agencies and commissions? Please give reasons. 
General questions 


42. In your épinion, do the heads of departments, agencies or com- 
missions have any “inherent power or right” (i. e. not derived from 
statute) to withhold information from the Congress and/or the public ’ 
Please explain. 

43. It was the unanimous opinion of the legal experts who appeared 
before this subcommittee on May 8 and 9, 1956, that there is no legal 


basis for the claim of “uncontrolled discretion to withhold informa- 
tion and papers in the public’s interest” in support of the President’s 
letter of May 17, 1954. In your opinion, is the view of these legal 
experts justified? Please give reasons. 


Exuisir VI 


EXECUTIVE ORDER 10501 


SAFEGUARDING OFFICIAL, INFORMATION IN THE INTERESTS OF THE DEFENSE OF THE 
Untrep STaTes 


Wuereas it is essential that the citizens of the United States be, informed 
concerning the activities of their government; and 

WHEREAS the interests of national defense require the preservation of the 
ability of the United States to protect and defend itself against all hostile or 
destructive action by covert or overt means, including espionage as well as mili- 
tary action; and 

Wuereas it is essential that certain official information affecting the national 
defense be protected uniformly against unauthorized disclosure: 

Now, THEREFORE, by virtue of the authority vested in me by the Constitution 
and statutes, and as President of the United States, and deeming such action 
necessary in the best interests of the national security, it is hereby ordered as 
follows: 

Secrion 1. Classification brearayd nee Official information which requires pro- 
tection in the interests of national defense shall be limited to three categories of 
classification, which in descending order of importance shall carry one of the 
following designations: Top Secret, Secret, or Confidential. No other designa- 
tion shall be used to classify defense information, including military information, 
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as requiring protection in the interests of national defense, except as expressly 
provided by statute. These categories are defined as follows: 

(a) Top Secret: Except as may be expressly provided by statute, the use 
of the classification Top Secret shall be authorized, by appropriate author- 
ity, only for defense information or material which requires the highest 
degree of protection. The Top Secret classification shall be applied only to 
that information or material the defense aspect of which is paramount, and 
the unauthorized disclosure of which could result in exceptionally grave 
damage to the Nation such as leading to a definite break in diplomatic rela- 
tions affecting the defense of the United States, an armed attack against the 
United States or its allies, a war, or the compromise of military or defense 
plans, or intelligence operations, or scientific or technological developments 
vital to the national defense. 

(b) Secret: Except as may be expressly provided by statute, the use of 
the classification Secret shall be authorized, by appropriate authority, only 
for defense information or material the unauthorized disclosure of which 
could result in serious damage to the Nation, such as by jeopardizing the 
international relations of the United States, endangering the effectiveness of 
a. program or policy of vital importance to the national defense, or compro- 
mising important military or defense plans, scientific or technological devel- 
opments important to national defense, or information revealing important 
intelligence operations, 

(c) Confidential: Except as may be expressly provided by statute, the use 
of the classification Confidential shall be authorized, by appropriate author- 
ity, only for defense information or material the unauthorized disclosure 
of which could be prejudicial to the defense interests of the nation. 

Sec, 2. Limitation of Autherity To Classify: The authority to classify defense 
information or material under this order shall be limited in the departments and 
agencies of the executive branch as hereinafter specified. Departments and 
agencies subject to the specified limitations shall be designated by the President : 

(a) In those departments and agencies having no direct responsibility for 
national defense there shall be no authority for original classification of 
information or material under this order. 

(b) In those departments and agencies having partial but not primary 
responsibility for matters pertaining to national defense the authority for 
original classification of information or material under this order shall be 
exercised only by the head of the department or agency, without delegation. 

(c) In those departments and agencies not affected by the provisions of 
subsection (a) and (b) above the authority for original classification of 
information or material under this order shall be exercised only by respon- 
sible officers or employees, who shall be specifically designated for this 
purpose. Heads of such departments and agencies shall limit the delegation 
of authority to classify as severely as is consistent with the orderly and 
expeditious transaction of Government business. 

Sec. 3. Classification: Persons designated to have authority for original clas- 
sification of information or material which requires protection in the interests 
of national defense under this,order shall be held responsible for its proper clas- 
sification in accordance with the definitions of the three categories in section 1 
hereof. Unnecessary classification and overclassification shall be scrupulously 
avoided. The following special rules shall be observed in classification of defense 
information or material: 

(a) Documents in General: Documents shall be classified according to 
their own content and not necessarily according to their relationship to other 
documents. References to classified material which do not reveal classified 
defense information shall not be classified. 

(b) Physically Connected Documents: The classification of a file or group 
of physically connected documents shall be at least as high as that of the 
most highly classified document therein. Documents separated from the file 
or group shall be handled in accordance with their individual defense 
classification. 

(c) Multiple Classification: A document, product, or substance shall bear 
a classification at least as high as that of; its highest ¢lassified component. 
The document, product, or substance bear only one overall classifica- 
tion, notwithstanding that pages, par: phs, sections, or components 
thereof bear different classifications. 

(d) Transmittal Letters: A letter transmitting defense information shall 
be classified at least as high as its highest classified enclosure. 
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(e) Information Originated by a Foreign Government or Organization: 
Defense information of a classified nature furnished to the United States by 
a foreign government or international organization shall be assigned a clas- 
sification which will assure a degree of protection equivalent to or greater 
than that required by the government or international organization which 
furnished the information. 

Seo. 4. Declassification, Downgrading, or Upgrading: Heads of departments 
or agencies originating classified material shall designate persons to be re- 
sponsible for continuing review of such classified material for the purpose of 
declassifying or downgrading it whenever national defense considerations per- 
mit, and for receiving requests for such review from all sources. Formal 
procedures shall be established to provide specific means for prompt review 
of classified material and its declassification or downgrading in order to 
preserve the effectiveness and integrity of the classification system and to 
eliminate accumulation of classified material which no longer requires pro- 
tection in the defense interest. The following special rules shall be observed 
with respect to changes of classification of defense material: 

(a) Automatic Changes: To the fullest extent practicable, the classi- 
fying authority shall indicate on the material (except telegrams) at the 
time of original classification that after a specified event or date, or upon 
removal of classified enclosures, the material will be downgraded or 
declassified. 

(b) Non-Automatic Changes: The persons designated to receive requests 
for review of classified material may downgrade or declassify such ma- 
terial when circumstances no longer warrant its retention in its original 
classification provided the consent of the appropriate classifying authority 
has been obtained. The downgrading or declassification of extracts from 
or paraphrases of classified documents shall also require the consent of 
the appropriate classifying authority unless the agency making such extracts 
knows positively that they warrant a classification lower than that of the 
document from which extracted, or that they are not classified. 

(ec) Material Oficially Transferred: In the case of material transferred 
by or pursuant to statute or Executive order from one department or 
agency to another for the latter’s use and as part of its official files or 
property, as distinguished from transfers merely for purposes of storage, 
the receiving department or agency shall be deemed to be the classifying 
authority for all purposes under this order, including declassification and 
downgrading. 

(d) Material Not Officially Transferred: When any department or agency 
has in its possession any classified material which has become five years 
old, and it appears (1) that such material originated in an agency which 
has since become defunct and whose files and other property have not 
been officially transferred to another department or agency within the 
meaning of subsection (c), above, or (2) that it is impossible for the 
possessing department or agency to identify the originating agency, and 
(3) a review of the material indicates that it should be downgraded or 
declassified, the said possessing department or agency shall have power 
to declassify or downgrade such material. If it appears probable that 
another department or agency may have a substantial interest in whether 
the classification of any particular information should be maintained, the 
possessing department or agency shall not exercise the power conferred 
upon it by this subsection, except with the consent of the other department 
or agency, until thirty days after it has notified such other department 
or agency of the nature of the material and of its intention to declassify 
or downgrade the same. During such thirty-day period the other depart- 
ment or agency may, if it so desires, express its objections to declassifying 
or downgrading the particular material, but the power to make the ultimate 
decision shall reside in the possessing department or agency. 

(e) Classified Telegrams: Such telegrams shall not be referred to, ex- 
tracted from, paraphrased, downgraded, declassified, or disseminated, ex- 
cept in accordance with special regulations issued by the head of the 
originating department or agency. Classified telegrams transmitted over 

cryptographic systems shall: be handled in accordance with the regulations 
of the transmitting department or agency. 

(f) Downgrading: If the recipient of classified material believes that it 
has been classified too highly, he may make a request to the reviewing official 
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who may downgrade or declassify the material after obtaining the consent 
of the appropriate classifying authority. 

(g) Upgrading: If the recipient of unclassified material believes that it 
should be classified, or if the recipient of classified material believes that its 
classification is not sufficiently protective, it shall be safeguarded in accord- 
ance with the classification deemed appropriate and a request made to the 
reviewing official, who may classify the material or upgrade the classifica- 
tion after obtaining the consent of the appropriate classifying authority. 

(h) Notification of Change in Classification: Vhe reviewing official taking 
action to declassify, downgrade, or upgrade classified material shall notify 
all addressees to whom the material was originally transmitted. 

Seo. 5. Marking of Classified Material: After a determination of the proper 
defense classification to be assigned has been made in accordance with the 
provisions of this order, the classified material shall be marked as follows: 

(a) Bound Documents: The assigned defense classification on bound docu- 
ments, such as books or pamphlets, the pages of which are permanently and 
securely fastened together, shall be conspicuously marked or stamped on the 
outside of the front cover, on the title page, on the first page, on the back page 
and on the outside of the back cover. In each case the markings shall be 
applied to the top and bottom of the page or cover. 

(b) Unbound Documents: The assigned defense classification on unbound 
documents, such as letters, memoranda, reports, telegrams, and other similar 
documents, the pages of which are not permanently and securely fastened 
together, shall be conspicuously marked or stamped at the top and bottom 
of each page, in such manner that the marking will be clearly visible when 
the pages are clipped or stapled together. 

(ec) Charts, Maps, and Drawings: Classified charts, maps, and drawings 
shall carry the defense classification marking under the legend, title block, 
or scale in such manner that it will be reproduced on all copies made there- 
from. Such classification shall also be marked at the top and bottom in each 
instance. 

(d) Photographs, Films, and Recordings: Classified photographs, films, 
and recordings, and their containers, shall be conspicuously and appropri- 
ately marked with the assigned defense classification. 

(e) Products or Substances: The assigned defense classification shall be 
conspicuously marked on classified products or substances, if possible, and 
on their containers, if possible, or, if the article or container cannot be 
marked, written notification of such classification shall be furnished to 
recipients of such products or substances. 

(f) Reproductions: All copies or reproductions of classified material shall 
be appropriately marked or stamped in the same manner as the original 
thereof. 

(zg) Unclassified material: Normally, unclassified material shall not be 
marked or stamped Unclassified unless it is essential to convey to a recipient 
of such material that it has been examined specifically with a view to impos- 
ing a defense classification and has been determined not to require such 
classification. 

(h) Change or Removal of Classification: Whenever classified material 
is declassified, downgraded, or upgraded, the material shall be marked or 
stamped in a prominent place to reflect the change in classification, the 
authority for the action, the date of action, and the identity of the person 
or unit taking the action. In addition, the old classification marking shall 
be cancelled and the new classification (if any) substituted therefor. 
Automatic, change in classification shall be indicated by the appropriate 
classifying authority through marking or stamping in a prominent place to 
reflect information specified in subsection 4 (a) hereof. 

(i) Material Furnished Persons Not in the Executive Branch of the Gov- 
ernment: When classified material affecting the national defense is fur- 
nished authorized persons, in or out of Federal service, other than those in 
the executive branch, the following notation, in addition to the assigned 
classification marking, shall whenever practicable be placed on the material, 
on its container, or on the written notification of its assigned classification : 

“This material contains information affecting the national defense of the 
United States within the meaning of the espionage laws, Title 18, U. S. C., 
Secs. 793 and 794, the transmission or revelation of which in any manner 
to an unauthorized person is prohibited by law.” 
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Use of alternative marking concerning “Restricted Data” as defined by the Atomic 
Energy Act is authorized when appropriate. 

Src. 6. Custody and Safekeeping: The possession or use of classified defense 
information or material shall be limited to locations where facilities for secure 
storage or protection thereof are available by means of which unauthorized 
persons are prevented from gaining access thereto. Whenever such information 
er material is not under the personal supervision of its custodian, whether 
during or outside of working hours, the following physical or mechanical means 
shall be taken to protect it: 

(a) Storage of Top Secret Material: Top Secret defense material shall 
be protected in storage by the most secure facilities possible. Normally it 
will be stored in a safe or a safe-type steel file container having a three- 
position, dial-type, combination lock, and being of such weight, size, construc- 
tion, or installation as to minimize the possibility of surreptitious entry, 
physical theft, damage by fire, or tampering. The head of a department 
or agency may approve other storage facilities for this material which offer 
comparable or better protection, such as an alarmed area, a vault, a secure 
vault-type room, or an area under close surveillance of an armed guard. 

(b) Seeret and Confidential Material: These categories of defense mate- 
rial may be stored in a manner authorized for Top Secret material, or in 
metal file cabinets equipped with steel lockbar and an approved three 
combination dial-type padlock from which the manufacturer’s identification 
numbers have been obliterated, or in comparably secure facilities approved 
by the head of the department or agency. 

(c) Other Classified Material: Heads of departments and agencies shall 
prescribe such protective facilities as may be necessary in their departments 
or agencies for material originating under statutory provisions requiring 
protection of certain information. 

(d) Changes of Lock Combinations: Combinations on locks of safekeeping 
equipment shall be changed, only by persons having appropriate security 
clearance, whenever such equipment is placed in use after procurement from 
the manufacturer or other sources, whenever a person knowing the combina- 
tion is transferred from the office to which the equipment is assigned, or 
whenever the combination has been subjected to compromise, and at least 
once every year. Knowledge of combinations shall be limited to the mini- 
mum number of persons necessary for operating purposes. Records of 
combinations shall be classified no lower than the highest category of 
classified defense material authorized for storage in the safekeeping equip- 
ment concerned. 

(e) Custodians’ Responsibilities: Custodians of classified defense mate- 
rial shall be responsible for providing the best possible protection and ac- 
countability for such material at all times and particularly for securely 
locking classified material in approved safekeeping equipment whenever it 
is not in use or under direct supervision of authorized employees. Custo- 
dians shall follow procedures which insure that unauthorized persons do not 
gain access to classified defense information or material by sight or sound, 
and classified information shall not be discussed with or in the presence of 
unauthorized persons. 

(f) Telephone Conversations: Defense information classified in the three 
eategories under the provisions of this order shall not be revealed in tele- 
phone conversations, except as may be authorized under section 8 hereof 
with respect to the transmission of Secret and Confidential material over 
certain military communications circuits. 

(zg) Loss or Subjection to Compromise: Any person in the executive branch 
who has knowledge of the loss or possible subjection to compromise of Classi- 
fied defense information shall promptly report the circumstances to a desic- 
nated official of his agency, and the latter shall take appropriate action 
forthwith, including advice to the originating department or agency. 

Sec. 7. Accountability and Dissemination: Knowledge or possession of classi- 
fied defense information shall be permitted only to persons whose official duties 
require such access in the interest of promoting national defense and only if 
they have been determined to be trustworthy. Proper control of dissemination 
of classified defense information shall be maintained at all times, including 
good accountability records of classified defense information documents, and 
severe limitation on the number of such documents originated as well as the 
number of copies thereof reproduced. The number of copies of classified defense 
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information documents shall be kept to a minimum to decrease the risk of com- 
promise of the information contained in such documents and the financial burden 
on the Government in protecting such documents. The following special rules 
shall be observed in connection with accountability for and dissemination of 
defense information or material: 

(a) Accountability Procedures: Heads of departments and agencies shall 
prescribe such accountability procedures as are necessary to control effec- 
tively the dissemination of classified defense information, with particularly 
severe control on material classified Top Secret under this order. Top Secret 
Control Officers shall be designated, as required, to receive, maintain account- 
ability registers of, and dispatch Top Secret material. 

(b) Dissemination Outside the Evecutive Branch: Classified defense in- 
formation shall not be disseminated outside the executive branch except 
under conditions and through channels authorized by the head of the dis- 
seminating department or agency, even though the person or agency to which 
dissemination of such information is proposed to be made may have been 
solely or partly responsible for its production. 

(c) Information Originating in Another Department or Agency: Except 
as otherwise provided by section 102 of the National Security Act of July 
26, 1947, c. 343, 61 Stat. 498, as amended, 50 U. S. C., sec. 403, classified 
defense information originating in another department or agency shall not 
be disseminated outside the receiving department or agency without the 
consent of the originating department or agency. Documents and material 
containing defense information which are classified Top Secret or Secret 
shall not be reproduced without the consent of the originating department 
oer agency. 

Sec. 8 Transmission: For transmission outside of a department or agency, 
classified defense material of the three categories originated under the provi- 
sions of this order shall be prepared and transmitted as follows: 

(a) Preparation for Transmission: Such material shall be enclosed in 
opaque inner and outer covers. The inner cover shall be a sealed wrapper 
or envelope plainly marked with the assigned classification and address, 
The outer cover shall be sealed and addressed with no indication of the 
classification of its contents. A receipt form shall be attached to or enclosed 
in the inner cover, except that Confidential material shall require a receipt 
only if the sender deems it necessary. The receipt form shall identify the 
addressor,. addressee, and the document, but shall contain no classified 
information. It shall be signed by the proper recipient and returned to the 
sender. 

(b) Transmitting Top Secret Material: The transmission of Top Secret 
material shall be effected preferably by direct contact of officials concerned, 
or, alternatively, by specifically designated personnel, by State Department 
diplomatic pouch, by a messenger-courier system especially created for that 
purpose, or by electric means in encrypted form; or in the case of informa- 
tion transmitted by the Federal Bureau of Investigation, such means of 
transmission may be used as are currently approved by the Director, Federal 
Bureau of Investigation, unless express reservation to the contrary is made 
in exceptional cases by the originating agency. 

(c) Transmitting Secret Material: Secret material shall be transmitted 
within the continental United States by one of the means established for Top 
Secret material, by an authorized courier, by United States registered mail, 
or by protected commercial express, air or surface. Secret material may be 
transmitted outside the continental limits of the United States by one of the 
means established for Top Secret material, by commanders or masters of 
vessels of United States registry, or by United States Post Office registered 
mail through Army, Navy, or Air Force postal facilities, provided that the 
material does not at any time pass out of United States Government control 
and does not pass through a foreign postal system. Secret material may, 
however, be transmitted between United States Government and/or Cana- 
dian Government installations in continental United States, Canada, and 
Alaska by United States and Canadian registered mail with registered mail 
receipt. In an emergency, Secret material may also be transmitted over 
military communications circuits in accordance with regulations promul- 
gated for such purpose by the Secretary of Defense. 

(d) Transmitting Confidential Material: Confidential defense material 
shall be transmitted within the United States by one of the means estab- 
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lished for higher classifications, by registered mail, or by express or freight 
under such specific conditions as may be prescribed by the head of the 
department or agency concerned. Outside the continental United States, 
Confidential defense material shall be transmitted in the same manner as 
authorized for higher classifications. 

(e) Within an Agency: Preparation of classified defense material for 
transmission, and transmission of it, within a department or agency shall 
be governed by regulations, issued by the head of the department or agency, 
insuring a degree of security equivalent to that outlined above for trans- 
mission outside a department or agency. 

Sec. 9. Disposal and Destruction: Documentary record material made or re- 
ceived by a department or agency in connection with transaction of public busi- 
ness and preserved as evidence of the organization, functions, policies, operations, 
decisions, procedures or other activities of any department or agency of the 
Government, or because of the informational value of the data contained therein, 
may be destroyed only in accordance with the act of July 7, 1943, c. 192, 57 Stat. 
380, as amended, 44 U. S. C. 366-380. Nonrecord classified material, consisting 
of extra copies and duplicates including shorthand notes, preliminary drafts, 
used carbon paper, and other material of similar temporary nature, may be 
destroyed under procedures established by the head of the department or agency 
which meet the following requirements, as soon as it has served its purpose: 

(a) Methods of Destruction: Classified defense material shall be destroyed 
by burning in the presence of an appropriate official or by other methods 
authorized by the head of an agency provided the resulting destruction is 
equally complete. 

(b) Records of Destruction: Appropriate accountability records main- 
tained in the department or agency shall reflect the dest: uction of classified 
defense material. 

Sec. 10. Orientation and Inspection: To promote the basic purposes of this 
order, heads of those departments and agencies originating or handling classified 
defense information shall designate experienced persons to coordinate and super- 
vise the activities applicable to their departments or agencies under this order. 
Persons so designated shall maintain active training and orientation programs for 
employees concerned with classified defense information to impress each such 
employee with his individual responsibility for exercising vigilance and care in 
complying with the provisions of this order. Such persons shall be authorized 
on behalf of the heads of the departments and agencies to establish adequate 
and active inspection programs to the end that the provisions of this order are 
administered effectively. 

Sec. 11. Interpretation of Regulations by the Attorney General: The Attorney 
General, upon request of the head of a department or agency or his duly desig- 
nated representative, shall personally or through authorized representatives of 
the Department of Justice render an interpretation of these regulations in con- 
nection with any problems arising out of their administration. 

Sec. 12. Statutory Requirements: Nothing in this order shall be construed to 
authorize the dissemination, handling, or transmission of classified information 
contrary to the provisions of any statute. 

Sec. 13. “Restricted Data” as Defined in the Atomic Energy Act: Nothing in 
this order shall supersede any requirements made by or under the Atomic Energy 
Act of August 1, 1946, as amended. “Restricted Data” as defined by the said act 
shall be handled, protected, classified, downgraded, and declassified in conformity 


‘ with the provisions of the Atomic Energy Act of 1946, as amended, and the 


regulations of the Atomic Energy Commission. 

Seo. 14. Combat Operations: The provisions of this order with regard to dis- 
semination, transmission, or safekeeping of classified defense information or 
material may be so modified in connection with combat or combat-related opera- 
tions as the Secretary of Defense may by regulations prescribe. 

Seo. 15. Exceptional Cases; When, in an exceptional case, a person or agency 
not authorized to classify defense information originates information which is 
believed to require classification, such person or agency shall protect that in- 
formation in the manner prescribed by this order for that category of classified 
defense information into which it is believed to fall, and shall transmit the in- 
formation forthwith, under appropriate safeguards, to the department, agency, 
or person having both the authority to classify information and a direct official 
interest in the information (preferably, that department, agency, or person to 
which the information would be transmitted in the ordinary course of business), 
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with a request that such department, agency, or person classify the information. 

Sec. 16. Review To Insure That Information 1s Not Improperly Withheld Here- 
under: The President shall designate a member of his staff who shall receive, 
consider, and take action upon, suggestions or complaints from non-Governmental 
sources relating to the operation of this order. 

Sec. 17. Review To Insure Safeguarding of Classified Defense Information: 
The National Security Council shall conduct a continuing review of the imple- 
mentation of this order to insure that classified defense information is properly 
safeguarded in conformity herewith. 

Sec. 18. Review Within Departments and Agencies: The head of each depart- 
ment and agency shall designate a member or members of his staff who shall con- 
duct a continuing review of the implementation of this order within the depart- 
ment or agency concerned to insure that no information is withheld hereunder 
which the people of the United States have a right to know, and to insure that 
classified defense information is properly safeguarded in conformity herewith. 

Sec. 19. Revocation of Executive Order No. 10290: Executive Order No. 10290 
of September 24, 1951, is revoked as of the effective date of this order. 

Sec. 20. Effective Date: This order shall become effective on December 15, 1953. 

DwicHt D. E1sENHOWER. 

THe Wurire Hovse, 

November 5, 1953. 


MEMORANDUM FOR THE HEApS OF ALL DEPARTMENTS AND AGENCIES OF THE 
GOVERN MENT 


The following departments and agencies of the executive branch and their 
constituent agencies shall be subject to the limitations specified in section 2 of 
the Executive order entitled “Safeguarding Official Information in the Interests 
of the Defense of the United States”: 

A. Original Classification Authority Bliminated: 

1. American Battle Monuments Commission 
2. Arlington Memorial Amphitheater Commission 
3. Commission of Fine Arts 
4. Committee on Purchases of Blind-Made Products 
5. Committee for Reciprocity Information 
6. Commodity Exchange Commission 
7. Export-Import Bank of Washington 
&. Federal Deposit Insurance Corporation 
9. Federal Mediation and Conciliation Service 
10. Federal Reserve System 
11, Federal Trade Commission 
12. Housing and Home Finance Agency 
13. Indian Claims Commission 
14. Interstate Commerce Commission 
15. Missouri Basin Survey Commission 
16. National Capital Housing Authority 
17. National Capital Park and Planning Commission 
18. National Forest Reservation Commission 
19. National Labor Relations Board 
20. National Mediation Board 
21. Railroad Retirement Board 
22. Securities and Exchange Commission 
23. Selective Service System 
24. Smithsonian Institution 
25. United States Tariff Commission 
26. Veterans Administration 
27. Veterans Education Appeals Board 
28. War Claims Commission 
B. bac Classification Authority Limited to Head of Agency: 
1. Civil Aeronautics Board 
. Defense Transport Administration 
. Department of Agriculture 
. Department of Health, Education, and Welfare 
. Department of the Interior 
. Department of Labor 
. Federal Communications Commission 
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8. Federal Power Commission 
9. National Science Foundation 
cs | 10. National Security Training Commission 
2 11. Panama Canal Company 
oe 12. Post Office Department 
13. Reconstruction Finance Corporation 
14. Renegotiation Board 
15. Small Business Administration 
16. Subversive Activities Control Board 
17. Tennessee Valley Authority 
©. Heads of departments and agencies not named herein shall limit the exercise 
of classification authority in accordance with section 2 (c) of the order. 


Dwicut D. E1senHoweEnr. 

















Tue WHITE Houses, 
November 5, 1958. 
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Tue Liprarian or Congress, 
Washington 24, D. C., June 27, 1956. 
Hon. Joun E. Moss, 
Chairman, Government Information Subcommittee of the Com- 
mittee on Government Operations, 
House of Representatives, Washington 25, D.C. 

Dear Mr. Moss: In reply to your letter of June 21, 1956, I am 
pleased to transmit herewith a report containing the information you 
requested : 

I-A. Library of Congress exchange activities. 

I—B. Publications making known the Library’s acquisitions in the 
special fields of East European publications. 

II. Library of Congress relations with the Office of Strategic In- 
formation, Department of Commerce. 

IiI. Could the Library perform the functions of the OSI in the 
exchange field with a slight increase in appropriations to cover the 
$17,000 which is now supplied by OSI? 

Sincerely yours, 
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VERNER W. Cuiapp, 
Acting Librarian of Congress. 


a 


(Attachment to letter to the Honorable John E. Moss, chairman, 
Government Information Subcommittee, United States House of Rep- 
resenatives, dated June 27, 1956: 
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I-A. Laprary or Concress ExcHance ACrivities 


Exchange matters at the Library of Congress are handled by the 
four exchange sections of the Exchange and Gift Division: the Amer- 
ican and British Exchange Section, the European Exchange Section, 
the Orientalia Exchange Section, and the Hispanic Exchange Section. 
These sections are set up on a geographical and language basis, and 
the staff of each section works only with exchange relations occurring 
in the area assigned to it, under the general supervision of the Assistant 
Chief of the Division. 

The materials available to the Library of Congress for use on ex- 
change fall into four categories, namely, the current official publica- 
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tions of the United States Government (125 copies of each publica- 
tion are available for use on international exchange only [see 44 USC 
139a]) ; the publications of the Library of Congress (although United 
States official publications, they are considered and handled as a 
separate category); surplus duplicates; and current commercially 
publishesd American books which are purchased for use in the Li- 
brary’s priced exchange program. 

All exchange arrangements stem from the following sources: (1) 
the Brussels Conventions of 1886, (2) the executive agreements con- 
cluded on behalf of the United States with foreign nations by the 
State Department, in which the Library of Congress is named as the 
recipient of the foreign documents and is charged with implementing 
the agreements for the United States, (5) informal agreements con- 
cluded by the Exchange and Gift Division with foreign and domestic 
institutions, and foreign governments with which there are no formal 
agreements, and (4) priced exchange agreements. 

The Brussels Conventions of 1886 provide for the exchange of 
official documents of the signatories and adherents. These multilateral 
conventions have not been very effective instruments for the exchange 
of publications. Of far greater value in the Library’s documents ac- 
quisitions programs are the bilateral executive agreements, concluded 
by the State Department with foreign countries, providing for the 
exchange of official publications. Under these agreements the Library 
of Congress supplies the foreign recipient with either a complete or 
a partial depository set of United States official publications. In re- 
turn for these, the Library expects to receive a set of the important 
official publications, issued by the foreign signatory. At present, 
there are executive agreemetns with 45 foreign governments. 

The informal agreements are concluded with both foreign and 
domestic institutions for the purpose of acquiring their own publi- 
cations or their duplicates of publications issued by others. These 
arangements usually call for a piece-for-piece exchange. The ma- 
terials used by the Library in these exchanges consists primarily of 
the Library’s own publications and duplicate pieces which are sur- 
plus to the needs of the classified collections, though publications of 
other Government agencies are used in exchange agreements with 
some foreign institutions. There are also certain informal agree- 
ments concluded by the Library in years past providing for sending 
a partial (in a very few instances a complete) depository set of official 
documents to a foreign institution in exchange for official publications 
of provinces and other subnational political units. 

The number of sets of United States official publications mailed 
abroad in return for the official publications sent by foreign govern- 
ments for deposit in the Library of Congress is now 105 (62 full and 
45 partial sets). 

Priced exchange agreements are concluded only after very careful 
consideration of the advantages and disadvantages of the proposed 
agreement and only when there appears to be cogent reasons for con- 
cluding such an agreement. Among the factors which bear consider- 
able weight in determining the advisability of establishing a priced 
exchange agreement are the following: the existence of an institution 
staffed by individuals who are acquainted with book production in 
the country and who are willing to make selections for the Library; 
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the absence of a suitable book dealer in the country; and the lack of 
a national bibliography. In some instances, there are reliable dealers 
and there is a Dablished national bibliography but the Library of 
Congress finds it difficult to make intelligent selections in given fields. 
A further consideration is the lack of dollar exchange coupled with 
currency controls in most of the countries in the world, which makes 
it difficult for institutions in those countries to obtain current Amer- 
ican publications other than by exchange. Pursuant to these priced 
exchange agreements, the Library of Congress purchases current 
American publications desired by the foreign institutions and receives, 
in exchange, publications issued in the foreign countries equivalent 
in value to the amount spent by the Library of Congress not counting 
administrative costs in either case. ‘ 

A brief history of the Library’s activities in the exchange of official 
publications with foreign governments is contained in the Role of 
the Library of Congress in the International Exchange of Official 
Publications, a copy of which is attached. 

Through the domestic and international exchange agreements, the 
Library receives in excess of 400,000 publications each year. 


EXCHANGES WITH THE U. &. 8. R. 


The Library has three principal exchange arrangements in the 
U.S.S. R. These are with the Lenin State Library in Moscow, the 
Akademiia Nauk in Leningrad, and the Social Sciences Section of 
the Akademiia Nauk in Moscow. 


LENIN STATE LIBRARY 


Since Russia is not a signatory or an adherent to either of the Brus- 
sels Conventions of 1886 and since the United States has no executive 
agreements for the exchange of publications with that country the 
Library has concluded informal agreements with the State Lenin 
Library which have been in effect for many years with revisions from 
time to time especially since World War II. Under the 1955-56 
arrangements the Library sends a complete set of the official publica- 
tions of the United States Government to that institution in exchange 
for a copy of each issue of the periodical publications available to 
Mezhdunarodnaia Kniga for export. Secondly, the Library purchases 
and sends to the Lenin State Library up to 2,500 commercially pub- 
lished books a year selected from Publisher’s Weekly by the recipient 
in exchange for the same number of current Russian books selected 
by the Library of Congress from current issues of Knizhnaia letopis’. 
In addition, the arrangements with the Lenin State Library provides 
for the exchange of up to 70,000 frames of microfilm. The materials 
to be filmed will be specified by the recipients. 


AKADEMITA NAUK 


The exchange arrangement with the Akademiia Nauk in Leningrad, 
concluded in 1949, is a priced exchange under which the Library sends 
currently published commercial books in subject fields indicated by 
the Akademiia in exchange for publications available in the 
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Akademiia’s exchange stocks in subject fields indicated by the Library 
of Congress. Through this Akademiia the Library has exchange 
relations with the provincial academies of science and scientific acad- 
emies of Estonia, Latvia,and Lithuania. In the main, the materials 
coming from the constituent academies consist of their own publica- 
tions. 


SOCIAL SCIENCES SECTION OF THE AKADEMITA NAUK 


The social sciences section of the Akademiia Nauk, Moscow, pro- 
vides the Library of Congress with lists of its duplicates from ‘which 
the Library selects those publications needed for its collections and 
in return sends surplus duplicates in subject fields indicated by the 
social sciences section. 

In all, the Library received about 10,000 publications a year from 
oes exchanges in the U. 8. S. R. and sends approximately the same 
number. 


OTHER EXCHANGES WITH RUSSIAN INSTITUTIONS 


Since January 1956 the Library of Congress has concluded 35 addi- 
tional direct-exchange arrangements with scientific and learned so- 
cieties, academic institutions, and public libraries in the U. S. S. R., 
largely as a result of a visit to the U. S. S. R. in 1955 of the Library 
of Congress consultant on Soviet book procurement. For the most 
part, the materials exchanged are the publications issued by these 
organizations and the publications of the Library of Congress and 
other United States Government agencies, and Library of Congress 
surplus duplicates. 


EUROPEAN SATELLITE COUNTRIES 


In the European satellite countries there are various exchanges 
between the Library of Congress and institutions in all of the coun- 
tries except Albania. Neither Albania nor Rumania has an active 
exchange of official publications with the Library. The Library was 
sending a full set of the official publications of the United States to 
“Vassil Kolarov” State Library in Sofia, the National and University 
Library in Prague, the Library of Parliament in Budapest, and the 
Biblioteke Nardowa in Warsaw. Surveys made by the Exchange and 
Gift Division of the receipts of official documents from these countries 
indicated the very low percentage of their current issuances that were 
being forwarded to thd Vitor of Congress. Asa result, the Library 
has held up shipments and has notified the depository in each country 
that shipments will be resumed only when they have presented some 
evidence of their fulfilling responsibilities under the agreements. The 
present status of the exchange of official publications with these coun- 
tries follows: 


Bulgaria—Informal agreement 

Shipment of a full depository set of United States documents sent 
to “Vassil Kolarov” State Library was suspended August 6, 1953. 
Under a proposal set forth in the Library’s letter of September 26, 
1954, the Library of Congress would send a set in return for a set 


based on listing in Bulgarski knigopis. No reply to the proposal has 
been received. 
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Receipts at present are scanty. Some requests are filled by “Vassil 
Kolarov,” some are filled on priced exchange by the Bulgarian Biblio- 
graphic Institute. 

Fourteen additional exchanges are carried with Bulgarian 
institutions, 

Czechoslovakia—Brussels Convention 

Shipment of United States depository to Narodni a Universitni 
Knihovna, Prague, was suspended October 1, 1954. 

The Library of Congress has made a proposal via the State Depart- 
ment for future exchange. 

Some 130 informal exchange arrangements exist between the Library 
of Congress and Czechoslovak institutions. 

Hungary—Brussels Convention 

Shipments of the set sent to National Parliamentary Library in 
Budapest was suspended September 6, 1954. 

The Hungarians wish to reestablish the arrangements. Receipts do 
not indicate any large shipments of Hungarian official publications, 
though they have promised to attempt to collect and send. 

The Congressional Record and the Federal Register are sent by the 
Library of Congress in exchange for official gazettes, parliamentary 
journals, and official laws and decrees. 

The Library has 70 institutional exchanges in Hungary. 
Poland—Informal agreement 

Shipments of the depository set to the Biblioteka Narodowa were 
suspended December 6, 1954. In the autumn of 1955 the Polish Am- 
bassador to the United States visited the Librarian of Congress to 
discuss resumption of the exchange arrangements. On November 18, 
1955, the Librarian of Congress indicated in a letter to the Polish 
Ambassador the conditions under which the exchange of official 
publications could be resumed. No reply has been received as of June 
21, 1956. 

The Library does have active informal exchange arrangements with 
some 140 Polish institutions. 

Rumania—Brussels Convention 

This official exchange arrangement has been inoperative for several 
years. No depository set of official United States Government pub- 
lications is sent to the Rumanian Government. 

The Library does have active informal exchange arrangements with 
19 Rumanian institutions. 


EXCHANGE WITH YUGOSLAVIA 


Executive agreement 

One set of official United States documents is sent to the Govern- 
ment of Yugoslavia pursuant to the provisions of the executive agree- 
ment. An additional set is sent in exchange for the publications of 
the government organs of the constituent republics. Besides the 
arrangements for exchange of official publications, the Library has an 
arrangement with the Yugoslav Bibliographical Institute under which 
it furnishes the Library of Congress nonofficial publications which 
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the Library selects from the national bibliography in exchange for 
American publications of equivalent value which the Bibliographical 
Institute selects from American trade lists. 


I-B. Pusuicattons Maxine Known tue Lisrary’s AcQUISITIONS IN 
THE Spectat Frevps or East Evrorran Pusiications 


Because of the difficulties encountered by American libraries over the 
post-World War ITI years in acquiring European Soviet bloc publica- 
tions, the Library of Congress publishes the following serial lists, of 
which copies are attached: 

1. Monthly list of Russian accessions 


A union-list record of both monographic and serial publications 
(with translated titles of all books and periodical artické titles) in 
the Russian language issued in and outside the Soviet Union that are 
currently received by the Library of Congress and a group of co- 
operating libraries, was begun in April 1948. Whenever possible 
publications printed in other languages spoken in the Soviet Union 
are also included. However, publications in the languages of the 
U. 8. S. R. issued in countries in Eastern Europe are not included 
since they are covered by the Library’s East European accessions list. 


&. East European accessions list 


A monthly union list of publications currently received by the Li- 
brary of Congress and a group of cooperating libraries, was begun in 
September 1951. (This also gives English translations of titles of 
books and selected periodical articles.) Imprints of the following 
countries as well as publications issued elsewhere in the languages of 
these countries are included: Albania, Bulgaria, Czechoslovakia, 


{stonia, Hungary, Latvia, Lithuania, Poland, Rumania, and Yugo- 
slavia. 


3. Bibliography of translations from Russian scientific and technical 
literature 

A monthly publication begun in October 1953 lists translations 
from Russian which have been deposited with or loaned to the Scien- 
tific Translations Center, Science Division, by Government agencies’ 
scientific sources, industrial laboratories, universities, and other 
organizations. Microfilms or photostat copies of translations may be 
ordered from the Photoduplication Service of the Library of Congress. 


IT. Liprary or Coneress Revations Wirn tHe Orrice or Srra- 
recic INFORMATION, DEPARTMENT OF COMMERCE 


In response to a confidential letter dated January 5, 1955, from the 
Secretary of Commerce requesting the designation of a member of 
the Library staff to serve on the Interdepartmental Committee on 
International Exchanges of Publications, the Librarian of Congress 
named the Assistant Director of the Processing Department, Lewis 
C. Coffin. Subsequently, the Director of the Processing Department, 
John W. Cronin, was named as an alternate member of the Commit- 
tee. Either Mr. Coffin or Mr. Cronin has participated in all of the 
Committee’s meetings from the first on February 8, 1955. 
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Alton H. Keller and Jennings Wood, of the Library’s Exchange and 
Gift Division, and Elizabeth E. Hamer, the Library’s information 
officer, have participated in meetings of several of the Committee’s 
task forces. 

Pursuant to a determination by the Interdepartmental Committee 
on International Exchange that the Office of Strategic Information 
staff serve as secretariat to the Committee and that the secretariat 
handle various nonpolicy exchange matters, Mr. John C. Green, Act- 
ing Director of the Office of Strategic Information, in June 1955 met 
with the Librarian of Congress and other members of the Library’s 
staff to discuss the possibility of the Library’s acceptance of a con- 
tract to undertake certain of the exchange and bibliographic func- 
tions on a contract basis for the Office of Strategic Information. As 
a result of this and subsequent discussions, the Library indicated in- 
formally that it would undertake certain exchange functions which 
for the most part were closely related to its regular operations, upon 
the transfer of funds for this purpose. The request to the Librarian 
of Congress outlining the functions and offering the transfer of $12,000 
to the Library to perform these functions for the remainder of fiscal 
year 1956 are contained in a letter from the Secretary of Commerce 
dated November 23, 1955, signed by the Secretary of Commerce. The 
Librarian’s acceptance was made in a letter to the Secretary on Novem- 
ber 29, 1955. The functions listed in an attachment to the Secretary’s 
letter follow: 

1. Searching the Cyrillic Union Catalog and the files of the East 
European accessions list (a union list) and the National Union Catalog 
to determine whether specific publications from Russia and the East 
European countries have been reported as received in the United 
States or whether they should be requested on an exchange basis. 

2. Consult with other Federal agencies concerning their need on 
exchange for works from Soviet-block countries. 

3. Searching the appropriate sections of the Russian national bibli- 
ography, Knizhnaia Letopis’, a weekly publication to establish a want 
list of current Russian publications. This would require the scan- 
ning of about 1,200 titles and the searching of 400 to 500 titles each 
week. 

4, Searching the Scientific Translations Center (Library of Con- 
gress) for information concerning the availability of English trans- 
lations of Russian scientific and technical literature. 

5. Correspond with special industrial libraries in an attempt to 
broaden the union catalog aspects of the monthly publications, the 
monthly list of Russian accessions, and the East European accessions 
list, both issted by the Library of Congress. 

6. With policy direction from the Interdepartmental Committee on 
International Exchange, aid exchange activities between Federal li- 
braries and Soviet-bloc institutions by referring to the Federal 
libraries exchange offers of special interest to them and by transferring 
to them materials received by the Library of Congress but not within 
its collection policy. 
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7. With the collaboration of the OSI and the Committee’s secre- 
tariat, establish and maintain a file of information concerning the 
amount and type of information that Federal agencies and industries 
furnish Soviet-bloc countries. The Library would expect to send 
questionnaires to the Federal libraries and industrial libraries, seeking 
their cooperation in reporting regularly to the Library of Congress 
unit. 

Operations under this agreement were begun in January 1956 in 
the Library’s Exchange and Gift Division where a special section was 
established with four people, a GS-9, GS-7, GS-5, and a GS-4. 
From January 1956 through the month of May 1956 the Library had 
had 70 inquiries referred to it by OSI. No direct inquiries concern- 
ing Soviet bloc exchanges have come to the section from other Federal 
agencies. All 1956 issues of Knizhnaia Letopis’ received by the Li- 
brary have ben examined by the Library of Congress staff and the 
publications recommended for acquisition have either been requested 
through exchange sources or ordered through purchase channels. 
Moreover, 24 issues of 1955 Knizhnaia Letopis’ have been searched 
against the catalogs of the Library including the Cyrillic Union 
Catalog and desired titles not found to have been reported to that 
union catalog have been requested or ordered. No requests have been 
received by the section for searches in the Scientific Translations 
Center. Time has not ee the initiation of correspondence 
with special industrial libraries to broaden the union catalog aspects 
of the monthly publications issued by the Library of Congress al- 
though the Library has supplied OSI with instructions for reporting 
to the lists and OSI has distributed copies to numerous Federal Gov- 
ernment agencies. The section has continued to aid exchange activ- 
ities between Federal libraries and Soviet bloc institutions by referring 
to the Federal libraries exchange offers of special interest to them 
and by transferring to them materials received by the Library of 
Congress but not within its collection policies. This is in continuance 
of a long-standing practice between the Library of Congress and the 
Department of Agriculture Library, the Armed Forces Medical 
Library, and the Library of the Office of Education. The establish- 
ment of a file of information concerning the amount and type of in- 
formation that Federal agencies and industries furnish the Soviet 
bloc countries has not yet been developed. It is understood that OSI 
and the committee’s secretariat are currently studying procedures for 
establishing such a file. 

The Library of Congress has recently requested the Department of 
Commerce to provide it with a letter of intent concerning the transfer 
of funds to continue this program for the fiscal year 1957. (The 
House of Representatives Rept. No. 2076, 84th Cong., 2d sess., on 


the Department of Commerce and related agencies appropriation bill, 
fiscal year 1957, reports favorably on funds included in the Depart- 
ment of Commerce appropriation, “to be transferred to the Library 
of Congress for bibliographic services required in connection with the 
program for international exchange of information.) 
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Ill. Coury rue Liprary Perrorm tHe Funcrions or tHe OSI in 
THE ExcHance Frecp, Wrru a Srieut INcREASE IN APPROPRIATIONS 
To Cover Tue $17,000 Wuicu Is Now Surriiep sy OSI? 


Almost all the functions which the Department of Commerce has 
requested the Library to perform under the transfer of funds are 
merely extensions of the Library’s normal functions, and could easily 
be carried on if the funds were appropriated directly to the Library. 
The Library could execute these functions with the normal amount of 
contact and liaison with other Federal, and nongovernmental, non- 
profit, commercial, and industrial agencies. 

However, the seventh function described above is not normal to 
the Library’s usual functions and has been assumed under the transfer 
of funds as a special service to the Department of Commerce in con- 
nection with the other functions involved. The Library does not 
consider this function to be appropriate to its normal activities, and 
would not wish to assume it under a direct appropriation. 

a 
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LETTER OF TRANSMITTAL 


House or REPRESENTATIVES, 
Washington, D. C., July 27, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the twenty-sixth intermediate 
report of its Subcommittee on Legal and Monetary Affairs. 


Wituuam L. Dawson, Chairman. 
I 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-SIXTH INTERMEDIATE REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 


On July 25, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“Improper Use of Government Equipment and Government Personnel 

Immigration and Naturalization Service).” 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 

Periodically, the Subcommittee on al and Monetary Affairs has 
inquired into the activities of the Immigration and Naturalization 
Service. As one of the agencies in the Department of Justice which 
is in the jurisdiction of the subcommittee, a study was made last year 
of the reorganization of the Immigration and Naturalization Service 
and also of deportation procedures as practiced by the Service. 

Early this year, the subcommittee received a number of reports 
that at the direction of Gen. Joseph M. Swing, Commissioner :of 
Immigration and Naturalization, Government equipment and Gov- 
ernment personnel had been taken into Mexico on hunting trips for 
the pleasure of General Swing and other Government officials. It was 
further reported that on one of these occasions General Swing and other 
Government personnel connected with the party hunted without 
licenses and had their guns seized temporarily by a game warden. 

Reports had also been received that during Operation Alert in 1955, 
General Swing had ordered three house trailers to be hauled over 
1,500 miles to the Immigration and Naturalization Service’s relocation 
center even though adequate hotel accommodations were available. 


1 
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The subcommittee directed that an investigation of the charges be 
undertaken. Members of the staff went to Texas and Mexico to 
gather firsthand information. Hearings were held on July 5 and 6, 
1956, with Gen. Joseph M. Swing and Dewitt Marshall, Deputy 
Chief of the Border Patrol, as witnesses. 


ENTERTAINMENT OF MEXICAN OFFICIALS 


In the hearings, General Swing readily admitted having gone on 
several hunting trips into Mexico and Canada. During the hearings, 
he submitted the following list of trips and the names of Mexican 
officials who were present: 

1. Date and place: November 13, 1954, Rouses Point. 

Purpose: Inspection of United States border installations and 
conference with United States officials, including Member of Congress. 

Present, United States: Swing, Carter. 

Present, Canada: One Canadian immigration official. 

2. Date and place: September 3-4, 1955, Tamaulipas, Mexico. 

Purpose: Conference with Mexican officials. 

Present, United States: Swing, Carter, Quandt, Gilman, Harrison, 
Anthor, Hinton, Woolley. 

Present, Mexico: See below." 

3. Date and place: September 30-October 1, 1955, Assiniboia, 
Saskatchewan, Canada. 

Purpose: Conference on border problems with RCMP. 

Present, United States: Swing, Carter, Pilliod, Farrell. 

Present, Canada: Two RCMP officials. 

4. Date and place: November 4—6, 1955, Tamaulipas, Mexico. 

Purpose: Conference with Mexican officials and inspection of 
Monterey Bracero Center. 

Present, United States: Swing, Carter, Gilman, Harrison, Amthor, 
Woolley, Carnahan. 

Present, Mexico: See below. 

5. Date and place: January 12-15, 1956, Tamaulipas, Mexico. 

Purpose: Same as No. 2. 

Present, United States: Swing, Carter, Carnahan, Gilman, Harri 
son, Ball, Woolley. 

Present, Mexico: See below.? 

In the course of questioning, General Swing denied emphatically 
pron ba had made a hunting trip to Mexico in December 1955. He 
stated: 


Mr. Piarrncrr. General, I believe you said the next trip 
was January 12 to 15, 1956? 
General Swine. Yes. 
Mr. Piaprncer. It was into the same general area. Had 
there been any plans between the early November trip and 
the January trip to take another trip? 
OF tht Gleenitnl kine Mexican Bene Pocol nicnie ap tee ely ee Petia Macias 
Hernandez, chief of Matamoros; assistant chief of Matamoros; Venus- 
fiano Guerra Garcia, Federal and State j 


udge, Matamoros region; Dr. Pablo Balboa, Mexican Public Health 
Antonio Guerra, Francisco Saenz, Emilio Carpio, Garza Soto, Mexican customs officers. 
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General Swine. Yes, there had been. 

Mr. Puapincer. When was that, sir? 

General Swinc. That was December 1 or 2 or some 
time like that. 

Mr. Puiapincer. What happened to those plans, sir? 

General Swine. They did not materialize. 

Mr. Piaptncer. Where was that trip to be, sir? 

General Swine. As I recall, I thought I might be able to 
get down there in early December. But I did not do it. 
(See also p. 134.) 


Although at the hearing on July 6, 1956, General Swing had been 
accorded the opportunity to submit additional information to clarify 
the record, by July 14, 1956, none had been received by the subcom- 
mittee. On that day, acting on the basis of newly discovered infor- 
mation, the chairman wrote to General Swing apprising him of a 
report that on December 17, 1954, the general, accompanied by 
several named border patrol employees, had gone into Mexico on a 
hunting trip and had used for this purpose 3 motor vehicles and 1 
house trailer which were described by make and licexse number. 

On word 18, 1956, the Immigration and Naturalization Service 
submitted, among other documents, a “revised” list of hunting trips 
which included the wip. of December 17, 1954, and also the trip in 
December of 1955 of which the general, as noted above, had so posi- 
tively sworn he had no knowledge. 

On July 19, 1956, the chairman received a letter from General 
Swing admitting the December 1954 hunting trip to Mexico. 

It is noteworthy that the “revised” list and the letter admitting 
the December 1954 trip were submitted more than 2 weeks after the 
conclusion of the hearings and after General Swing had received the 
chairman’s letter confronting him with specific references to the 
vehicles used and the names of several of the persons accompanying 
him on the trip. 

The revised list of hunting trips, which included the above-men- 
tioned two trips, was submitted to the chairman by General Swing’s 
office, as follows: ; 

ne and place: November 13, 1954, north of Rouses Point, 


Purpose: Inspection of United States border installations and con- 
ference with United States officials, 

Present, United States: Swing, Carter. 

Present, Canada: One Canadian immigration official. 

2. Date and place: December 17, 18, and 19, 1954, near Mata- 
moros, Tamaulipas, Mexico. : 

Purpose: Inspect Service operations in the area and confer with 
Mexican officials on border problems. 
ine United States: Swing, Carter, Harrison, Wahl, Gilman, 

thor. 
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Present, Mexico: One or more Mexican officials named below.' 


3. Date and place: September 4 and 5, 1955, near San Fernando, M 
Tamaulipas, Mexico. ° : ler 
urpose: Conference with Mexican officials. on 
Present, United States: Swing, Carter, Quandt, Gilman, Harrison, an 
Amthor, Hinton and Woolley. | 
Present, Mexico: See below.! M 
4. Date and place: September 30 and October 1, 1955, Assiniboia, Se 


Saskatchewan, Canada. 

Purpose: Conference on border problems with RCMP. 

Present, United States: Swing, Carter, Brown, Pilliod, Farrell, 
Williams. 

Present, Canada: Two RCMP officials. 

5. Date and place: November 4 to 8, 1955, Matamoros, Tamaulipas, 
Mexico, and Monterrey, Nuevo Leon, Mexico, areas. ple 

Purpose: Conference with Mexican officials and inspect Monterrey Wi 
Bracero Center and operations. 

Present, United States: Swing, Carter, Gilman, Harrison, Amthor, 
Woolley, Carnahan. 

Present, Mexico: See below.' 

6. Date and place: December 2 to 4, 1955, near Matamoros, 
Tamaulipas, Mexico. 

Purpose: Conference with Mexican officials. ; 

Present, United States: Swing, Carter, Carnahan, Gilman, Har- wh 
rison, Amthor, Wooley, Hinton. bu: 

Present, Mexico: See below.' 

7. Date and place: January 12 to 16, 1956, near Matamoros, 
Tamaulipas, Mexico. 

Purpose: Conference with Mexican officials. 

Present, United States: Swing, Carter, Carnahan, Marshall, Gil- 
man, Harrison, Ball, Wooley, Amthor, Hinton. 

Present, Mexico: See below.' 


General Swing contended that these trips were for the purpose I 
of consulting with Mexican officials on an informal basis and that por 
hunting was done only incidentally. General Swing asserted the to 
value of such informal contacts. He claimed that they had resulted 
in many important concessions from the Mexican Government to SEI 
the advantage of the United States Government, and in greater 
cooperation from Mexican officials which had substantially assisted him y, 
in the Immigration Service operation on the Mexican border (p. 21). inv 

It should be noted and General Swing conceded (p. 142) that the offi 
above list of “officials” contains no person equivalent in rank to the hur 
United States Commissioner of Immigration and Naturalization. Tex 
In addition, with the exception of a person listed as ‘‘chief, Mexican wer 
ao Patrol,” the list does not contain a single Mexican immigration for 
official. inci 


General Swing did make vague references to the Governor of a 
State of Mexico and also to a Mexican General (pp. 7, 9, 10, 11, 24, 
25, 37, 41, 42, 43, 47, 50, 60). Upon close interrogation, however, he 
admitted that neither of these individuals ever attended his “official” 
hunting trips into the interior of Mexico. (Pp. 7-9.) 

1 Augusto Cardenas, mayor of Matamoros; Enrique Moreno Olaguibel, chief, Mexican Border Patrol; 
Ricardo Solezzi, chief of police, Matamoros; Pablo Macias Hernandez, chief of custo’ Matamoros; 
Venustiano Guerra Garcia, Federal and State judge, Matamoros on; Dr. Pablo Balboa, Mexican Public 


Health Service; Antonio Guerra, Francisco Saenz, Emilio Carpio, Luis Garza Soto, Mexican customs 
oticers. 
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Two of the sites selected for General Swing’s “conferences” with 
Mexican “‘officials’”’ were located in extremely isolated locations, excel- 
lent for hunting, but surrounded by chaparral, cactus, and sagebrush 
and accessibly, except by air, only by traveling 80 miles, in 1 instance, 
and 110, in another, over rough roads. 

Regarding advance arrangements made for meeting with these 


Mexican officials, General Swing testified in connection with the 
September 1955 trip: 


I didn’t invite anybody. Let us say that these gentlemen 
all along were aware that I would be down about that time. 
I hoped they would come and talk with me, and they did 
(p. 60). 


General Swing conceded that the time on these trips was not com- 
pletely consumed by official conferences with Mexican dignitaries. 
With respect to entertainment, he said: 


The entertainment, part of it is my personal [sic], and 
the men with me, is our personal business. We buy the 
beer, we buy the edibles, canned goods, and so forth, and I 
do not see why I and the officers with me cannot ask anybody 
they choose to sit down (p. 150). 


The following further examination, however, brought forth that 
while the entertainment may have been General Swing’s personal 
business, the expense was not: 


Mr. Motionan. You mean you bought the foodstuffs and 
everything yourself? 

General Swine. Yes. 

Mr. Motionan. None of you were on per diem from the 
the Federal Government? 


General Swine. Yes, we have to be on per diem on an offi- 
cial visit (p. 151). 


It should be noted that Government equipment was used to trans- 
port the party to the hunting site and a Government-owned house 
trailer used to house the members of the party. 


SEIZURE OF GUNS BY MEXICAN GAME WARDEN, SEPTEMBER 5, 1955 


According to a deposition given by Adolph Amthor, border patrol 
investigator, and supplied to the subcommittee by General Swing’s 
office: On September 5, 1955, three members of General Swing’s 
hunting party, chief patrol inspector, George Harrison of the McAllen, 
Tex., sector, patrol inspector E. W. Woolley, and Adolph Amthor, 
were asked for their hunting licenses by Dionicio Ochoa, game warden 


for the San Fernando District, Mexico. Amthor described the 
incident as follows: 


I advised the game warden that our permits were in 
another car which was not present at the site; that it would 
be back in a short time. He told me that he could secure 
Prope: permits for the party at a cost of approximately $20 

nited States per person or a total of about $180. 

* * * * * 
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He first requested us to accompany him to San Fernando 
until he could produce the permits in our possession. Later, 
he agreed to hold three of the parties’ guns as security that 
we would appear with the proper permits. 


The estimate of $180 for licenses indicates that 9 persons, or the 
whole party including General Swing, were still present or in the 
vicinity when the guns were seized. The reference to the licenses 
being in another car also points to presence of other members of the 
party being in the vicinity. 

General Swing testified repeatedly that he had already left the 
camp at the time the guns were seized and that he had never seen the 
em warden and did not hear of the incident until about a month 
ater: 


I was gone. I never saw the game warden. * * * I was 
gone to the States by car (p. 26). “I learned (about) this a 
month or so later” (p. 10). 


General Swing first testified that he hunted 2 full days on September 
3 and 4 and left early in the morning on September 5 (Pp. 66-67). 
However, later, he was reminded by the testimony of Mr. Dewitt 
Marshall, deputy chief of the border patrol, that he had attended 
a peehecne at McAllen, Tex., on September 3. The General then 
testified, 


then this must be the 4th and 5th (p. 110). 
His final testimony then was: 


I was there two days. I say from the fact that we were 
at the barbecue (at McAllen, Tex.) on the 3rd, the two days 
I was there would have been the 4th and the 5th, leaving 
early on the 6th (p. 113), 


On another occasion, he stated that the party broke up hurriedly 
and he left the camp after a border patrol plane dropped the hurricane 
warning (p. 11). This warning was dropped about 12 noon on Sep- 
tember 5 (plane log). 

General Swing repeatedly stated that the guns were taken from 
Amthor, Hinton, and Woolley (pp. 10, 40, 113). He testified that he 
had left for the States at the time the guns were seized by the game 
warden and that he did not learn of the incident until about a month 
later (pp. 10, 26). 

At the request of the subcommittee, the General submitted a deposi- 
tion from thor. Amthor stated he was present when the guns 
were seized on September 5; that he recovered them the next day on 
September 6 and returned to Brownsville on September 7. 

owever, the Brownsville Airport manager’s office recorded Amthor 
as a passenger on a border patrol plane which left Brownsville on 
September 6 for Victoria, Mexico (p. 114). Obviously Amthor could 
not have been at the campsite and boarding a plane in Brownsville 
at the same time. 

In an effort to reconcile these discrepancies, General Swing’s office 
submitted the following information to the subcommittee on July 18, 
1956: 


On September 5, 1955, the helioplane cleared for Victoria, 
with the pilot alone, carrying a message regarding Hurricane 
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Gladys. The pilot dropped the message without landin 
and flew back to Brownsville. That same day Gener 
Swing, Mr. Gilman, and Mr. Amthor returned to the United 
States. On September 6, 1955, the helioplane again cleared 
for Victoria, this time with the pilot accompanied by Messrs. 
Gilman and Amthor and one Mexican official. Again the 
plane did not land but dropped a message to Messrs. Hinton 
and Woolley concerning road conditions resulting from the 
storm. The same day, September 6, 1955, Mr. Amthor 
returned to the campsite by jeep, saw the game warden, and 
obtained the three guns. Au three men then returned to 
mesa aes States on September 7, 1955, bringing the truck 
and trauer. 


This clears up Mr. Amthor’s statement except that he is now 
reported returning on September 5 with General Swing. All testimony 
and supplemental information received by the subcommittee up to 
July 23, 1956, agreed that Amthor was present when the guns were 
seized on September 5. However, if Amthor had left with General 
Swing, General Swing’s statement that he had returned to the States 
at the time the guns were seized, is false. General Swing’s repeated 
testimony that he left early in the morning on the 6th, after receiving 
a plane message warning of the hurricane, contradicts his statement 
that they left hurriedly after the warning was dropped (noon, Sep- 
tember 5) and also contradicts the supplemental information which 
gives September 5 as the day of departure. 

At 2 p. m. on July 23, 1956, General Swing had aletter hand delivered 
to the chairman which reads as follows: 


DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE, 
Washington, D. C., July 28, 1956. 
Hon. Rosert H. Monionan, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Mouionan: Upon my return to Washington I have 
reviewed the attachments to the letter of July 18th submitted to you 
by my executive assistant. A reading of the digest of additional 
information thereto attached, discloses a misconception which could 
be drawn from the recital: “That same day (September 5th) General 
Swing, Mr. Gilman, and Mr. Amthor returned to the United States.” 

A more detailed statement of the events of that day follows: 

“On September 5, 1955, the helioplane cleared for Victoria, with 
the pilot alone, carrying a message regarding Hurricane Gladys. The 
pilot dropped the message without landing and flew back to Browns- 
ville. In the forenoon of that day I crossed back into the United 
States, accompanied by Gilman, Carter, and Quandt, departing 
Brownsville at 2 p. m. for Washington, D. C. I was in my office in 
Washington on September 6th. After my departure occurred the 
incident with the game warden, Ochoa, described in more detail in 
Mr. Amthor’s affidavit. Shortly after this event, in the afternoon of 
September 5th, Mr. Amthor crossed into the United States by car. 
Amthor flew back over the campsite in the helioplane that same after- 
noon, and after returning to Brownsville without landing, again. 
returned to the campsite by car that evening.” 
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Of further interest in clarifying the situation, there is attached a 
recently made photograph of me to which Game Warden Ochoa has 
signed the following (translated) statement on the reverse: 

I hereby certify by my signature and my seal of office that I have 
never seen the person here photographed. 

Sincerely yours, 
J. M. Swine, Commissioner. 


This July 23 recital flatly contradicts the submission made on 
July 18, in placing General Swing’s departure in the forenoon of the 
5th instead of the 6th. This forenoon departure is contradicted by 
the log of the plane which dropped the hurricane warning about 12 
noon on the 5th. If the log is correct, the General could not have 
departed until the afternoon. 

t also substitutes Mr. Carter (Chief of the United States Border 
Patrol) and Colonel Quandt as his traveling companion in place of 
Amthor. Amthor is reported to have driven back to Brownsville in 
the afternoon. This is a 110-mile trip over very rough roads. Thus, 
Mr. Amthor on the afternoon of the 5th had his gun taken by the 
game warden, drove 110 miles to Brownsville, flew back to the camp- 
site, returned to Brownsville, and then drove a jeep 110 miles back 
to the campsite. However, there is no record of this second plane 
flight into Mexico either on the plane log submitted by General Swing 
or at the office of the manager of the Brownsville airport which clears 
all plane flights into Mexico. 

On the basis of information made available to date by General 
Swing, the subcommittee is at a loss to resolve the doubts arising from 
the foregoing welter of conflicting, sworn statements and documentary 
evidence. 

Further contributing to this confusion, General Swing, at the last 
minute, submitted in his own behalf an affidavit by Game Warden 
Ochoa, despite the fact that during the hearing Swing had impugned 
his character and later charged him with soliciting a bribe. 

Attention must also be given to General Swing’s assertion concern- 
ing his “observance” of Mexican hunting laws. 

When asked if he had the necessary hunting licenses, General 
Swing testified as follows: 


General Swine. I considered myself fully equipped with 
all the documents. Might I say that even while I was in the 
Army, I used to hunt a lot in Mexico all the time and it 
never entered my head that we didn’t have all the proper 
documents. When it did, why of course, the officers took 
immediate steps to rectify the situation, 

Mr. PLaprncer. Was there any attempt to obtain the per- 
mits in any other place, in Reynosa, for instance? 

Mr. Swine. We had the proper documents for Reynosa. 

Mr. Puapineer. That had been arranged for you by Gen- 
eral Zamora. 

Mr. Swine. The Governor had arranged through this Gen- 
eral Zamora. 

Mr. Motiow#an. Were those documents in your posses- 
sion? 

Mr. Swine. Yes. 
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Mr. Mottionan. What. did they consist of? Were they 
gun permits, a license to hunt, were they a letter permit? 
he a Swine. You have a gun permit and a license of some 
Later, General Swing asserted that “when you are a guest invited 
there by the Governor of the State, it is not necessary to have docu- 
ments. I could go down tomorrow without any documents and hunt 
in Tamaulipas, or in any other of the States along there, because I am 
known to the officials. The officers there did think they had some 
documents, but they weren’t necessary.” (p. 50.) The General’s 
confidence (or possibly that of his subordinates) in this assertion was 
not apparent on November 26, 1955, less than 3 months after this 
incident. On this occasion, the game warden in Matamoros issued 
hunting licenses to General Swing, Harlan Carter, Leonard Gilman, 
and George Harrison, and import permits for seven guns (p. 136). 

Later in his testimony, he admitted “I ncver had a piece of paper 
in my own possession” (p. 63). “* * * Mr. Harrison (Chief Patrol 
Inspector at McAllen) undoubtedly had some documents * * *. The 
only question I asked was, “‘is everything ship-shape?”’ (p. 64). 

ollowing the hearing, General Swing supplied the documents 
which had been in possession of the party on the September 4-5 hunt. 
They consisted of ive individual permits to enter the country with a 
gun (identified by serial number) and had been issued to Messrs. 
Joe Swing, Douglas Quandt, H. B. Carter, George W. Harrison, and 
David Carnahan. (Carnahan’s name, incidentally, does not appear 
as on the list of the September hunting party. Apparently, Amthor, 
Woolley, Gilman, and Hinton had no documents at all. There were 
nine guns in the party (p. 112). The permits specifically state that 
the holder may hunt ‘‘upon permission from the Forestry Bureau of 
Hunting and Fishing.”. Information from the Mexican consul in 
Washington states ‘‘there are special local and district offices from 
which licenses may be obtained.” 

Although General Swing alleged that he and his party were guests 
of the Governor, it seems strange that they did not have a letter or 
document so stating which could be presented to any official in the 
State. No documents were offered to the game warden in San Fer- 
nando. Amthor stated that the game warden offered to issue the 
nece permits for about $20. (According to the Mexican Em- 
bassy, Mexican law requires a fee of $19.40 for a hunting permit.) 

This offer was refused by Amthor as “an improper attempt on the 
game warden’s part to obtain money not justly due him or the Mexi- 
can Government.” (Amthor deposition.) General Swing described 
it as an attempt to get “‘mordida”—or a “bite,” (p. 10) though the 
amount requested was st Yaiesnny to the lawful hunting license fee. 

In the absence of any documents, the game warden, in the course of 
his duties, took up the three guns. 

General Swing testified that “* * * the officers * * * immediately 
wired the Governor, who had gone to Mexico City and this General 
Zamora. General Zamora wired his opposite number in this district 
below Brownsville that we were there at the Governor’s invitation. 
The Governor wired the game warden that our papers were in order 
and that the guns should be returned, and I am told, he transferred 
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the game warden out of that area for—well, it was considered quite 
reg ayes everyone else knew we were guests of the Governor” 

. 10). 

General Swing agreed to furnish the subcommittee with a copy of 
the Governor’s telegram to the game warden ordering the return of the 
guns. However, it has not been made available and it can only be 
conjectured as to how the Mexican officials extricated the General 
and his party with the least strain on American-Mexican relations 


(p. 112). 


DAMAGE TO TRAILER 


The subcommittee also received reports that during this September 
hunting trip, General Swing’s house trailer suffered extensive damage 
requiring over a week’s repair work at the McAllen Border Patrol 

enter. 

General Swing testified that the damage to the trailer was very 
minor (p. 117), a “broken hitch” and “the mesquite scratched the 
side” (p. 51). Mr. Marshall, Deputy Chief of the Border Patrol, 
stated that Mr. Amthor had reported the damage as, “‘it was scratched, 
it had some paint scratched off the side of it” (p. 52). Specific records 
on the repairs were requested and a purchase order for $44.75 was 
supplied—replacements for 5 awnings, 1 window unit, door handle, 
and clearance lights. A further bill for 2 sheets of aluminum, 3 feet 
by 10 feet, at $38, was reported. No record of man-hours was supplied 
to show the extent of the work performed at the McAllen Center. 


It would appear that the damage was somewhat more extensive than 
scratched paint. 


USE OF AIRPLANES ON THE HUNTING TRIPS 


During the September 1955 trip, two airplane flights were made to 
the campsite at San Fernando. Subcommittee investigators found 
Mexican customs clearances and flight plans for this destination in 
the office of the Brownsville Airport. However, the flight log sub- 
mitted by the Immigration and Naturalization Service lists the flight 
on September 5 as Brownsville to Brownsville and the September 6 
flight as McAllen to Brownsville, both flights being described as local. 

On November 4-6, General Swing hunted at the ranch of Don Simon 
Garcia. He hunted there again on December 2 to 4 and a third time 
from January 12-15, 1956. This site was mec RY convenient for 
airplane use as a natural landing field—a dry lakebed—was im- 
mediately adjacent to the campsite. The General admitted to using 
the helioplane on the January 1956 trip. A border patrol plane was 
reported to the subcommittee to have been seen there also in late 
November 1955, presumably in connection with the early December 
1955, trip. However, General Swing, while testifying, stated that le 
had not gone on this trip though it had been planned. Information 
submitted by his office subsequently confirmed that he had hunted at 
Don Simon Garcia’s ranch in early December. 


OPERATION ALERT, JUNE 1955 


Operation Alert held on June 15, 16, 17, 1955, was intended to be a 
simulation of a surprise enemy attack on Washington and an emer- 
gency relocation in other cities of Federal agencies. Following this 
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operation, the subcommittee received information that General Swing 
because he was dissatisfied with local hotel accommodations, ha 
ordered two house trailers to be hauled from Brownsville, Tex.—some 
1,700 miles from the relocation center—and a third from Miami, Fla., 
a distance of more than 1,200 miles. The trailers were reported to 
have traveled night and day to reach the site on time. All three 
trucks needed alterations and repairs on arrival. 

A call to General Swing’s office brought the response that no informa- 
tion could be given concerning the incident as all information per- 
taining to Operation Alert was classified. It should be noted that 
Operation Alert was well publicized by the press and only the reloca- 
tion site of the agencies was not reported. 

General Swing was questioned concerning this incident. He testi- 
fied that “they (the house trailers) are used to house these officers 
who are charged with the security of the whole Attorney General’s 
relocation and it is quite necessary that they be there because, un- 
fortunately, the relocation center does not have many accommoda- 
dations” (p. 146). 

Since the hearing, affidavits as to the availability of accommoda- 
tions have been secured by the subcommittee from the managers of 
two hotels in the city which served as the relocation center. One 
hotel reported 50 rooms available on June 15; 54 rooms on June 16, 
57 rooms on June 17. The manager of this hotel reported no request 
had been received for accommodations for United States officials 
for the above-mentioned dates. ‘The second hotel reported no rooms 
available on June 15; 11 rooms on June 16; 48 rooms on June 17. 

The general’s observation that “unfortunately the relocation center 
does not have many accommodations” seems open to question. The 
3 trailers could accommodate 12 persons (p. 13). There were over 
50 hotel rooms available. 


THE ATTORNEY GENERAL LETTER 


On June 21, 1956, the Attorney General addressed a letter to the 
chairman of the Committee on Government Operations protesting 
that committee representatives— 


were investigatin egations of misappropriation of funds 
by Gen. Joseph MM. Swing (retired), Commissioner of the 
Immigration and Naturalization service * * *. 

You have my assurance that if there are any such matters 
which require investigation in possession of your committee 
and you bring them to my attention, I will have them 
thoroughly investigated by the FBI and a report made to 
you concerning the result thereof. 


The letter was referred to the chairman of this subcommittee for 
reply, and on July 2, 1956, wrote the Attorney General. The reply 
is quoted here in part: 

As you are undoubtedly aware, the Government Opera- 
tions Committee is charged with determining efficiency and 
economy of operation of executive agencies. In the discharge 
of my responsibilities as chairman of this subcommittee, 
and in accordance with a unanimous resolution of the sub- 
committee, I authorized Mr. Johnson, subcommittee staff 
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director, and Mr. John L. Anderson, staff investigator, to 

proceed to Texas recently to investigate the authenticity of 

information received by the subcommittee on irregularities 

in the Service originating in that area. 
* cd a 





Each Service employee interviewed was told specifically 
that the subcommittee was investigating reports concerning 
the use by General Swing of Government vehicles on hunting 
trips to Mexico. Implicit in such a statement is the misap- 
plication of Government property bought obviously with 
appropriated funds. I find it difficult to believe that stated 
honesty of purpose of the investigation constitutes an 
impropriety. I am satisfied that the investigation was 
handled with complete propriety. 

I am happy to note your offer to make an FBI investiga- 
tion of the matter and make the FBI report available to the 
subcommittee. While the subcommittee is in the process of 
discharging its duties, I see nothing inconsistent in the 
FBI undertaking an investigation of the same matter. In 
fact, I welcome your cooperation in this regard. I am pleased 
also to note the apparent departure, at least in one respect, 
from executive branch inhibitions on making information 
available to congressional committees which are set forth in 
your 1954 memorandum to the President. 


At the time of this report, no reply has been received from the 
Attorney General, nor has any report been received on the findings of 
the FBI to indicate that the Attorney General has ordered an 
investigation. 






















CONCLUSIONS AND RECOMMENDATIONS 


1. General Swing’s protestations that his hunting trips were organ- 
ized primarily for conferences with Mexican officials and only inci- 
dentally for pleasure, are less than convincing. His references to 
conferences with Mexican officials were vague. In one instance, he 
admitted that he had not invited, but hoped Mexican officials would 
come to his camp. 

2. General Swing’s hunting trips must be regarded improper and 
unnecessary, contributing little, if anything, to the effectiveness or 
efficiency of his agency’s operation. His use of Government equip- 
rie and Government personnel was an improper use of appropriated 
unds. 

3. General Swing’s ordering the movement of 3 trailers over 
1,500 miles to the Department of Justice relocation center during 
Operation Alert in June 1955, when adequate hotel facilities were 
available, must be regarded as an unwarranted waste of United States 
Government funds as well as a complete operational absurdity. 
Should an atomic attack on Washington ever occur, it is unlikely that 
the enemy will give several days warning to enable General Swing to 
arrange things ve his maximum comfort and convenience. 

4. We recommend that the General Accounting Office conduct an 
extensive survey of the expenditures of the Immigration and Naturali- 
zation Service. Congress has been more generous in appropriating 
funds for the Service under General Swing than with any previous 
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Commissioner. The Service, under General Swing, has been credited 
with a highly effective border patrol] operation, but the results of this 
hearing indicate misuse of Government equipment, personnel, and 
the drawing of per diem allowances when on hunting trips. 

5. General Swing’s outright denial of the trip in December 1955 
and his omission of the one a year earlier could ordinarily be attributed 
to mere lapses of memory. However, elaborate arrangements were 
required in each case, and the later one occurred only 7 months prior 
to Swing’s appearance before the subcommittee. Furthermore, 
the admissions were forthcoming only after confrontation of General 
Swing with factual information. Considering General Swing’s 
testimony as a whole, it should be pointed out that these additional 
trips had not been reported voluntarily to the subcommittee before 
further inquiry, even though some 10 days had elapsed since the 
hearing. 

6. Much of his testimony is replete with conflicting and incom- 
patible statements. The material prepared from his personal papers 
flatly contradicts his own testimony. The deposition from Adolph 
Amthor submitted by General Swing and the other belated submissions 
add even more to the confusion in the conflict of statements. 

7. In light of the information brought forth in this inquiry, it is 
recommended that the Attorney General carefully examine the record 
of this hearing. It appears to the subcommittee that the conduct of 
General Swing, through his activities and also through his lack of 
candor during these hearings, is not consistent with the conduct which 


one associates with the high office of Commissioner of Immigration and 
Naturalization, 
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Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


TWENTY-SEVENTH INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON LEGAL AND MONETARY 
AFFAIRS 


On July 25, 1956, the Committee on Government Operations had 


before it for consideration the report of its subcommittee entitled 
‘Federal Role in Aviation.” 

After full consideration of the report as submitted by the subcom- 
mittee, upon.motion made and seconded, the report was unanimously 
serene and adopted as the report of the full committee. The 
chairman was directed to transmit a copy to the Speaker of the House. 

The Legal and Monetary Affairs Subcommittee of the House Govern- 
ment Operations Committee has investigative jurisdiction over, among 
other agencies, the Department of Commerce. The attention of the 
subcommittee was drawn to expenditures in Federal aid to airports 
and in the development of an air navigational system. Both pro- 
grams are administered by the Civil Aeronautics Administration with- 
in the Department of Commerce. 

After a preliminary study, the subcommittee, on February 29, 1956, 
decided to investigate administration of airport and aviation expendi- 
tures with a view to determining their economy and efficiency. 

Meanwhile, on May 7, 1956, Representative Meader, rankin 
minority member of the subcommittee, introduced in the House o 
Representatives, H. R. 11065, to create.a commission to study execu- 
tive agencies ae problems in the field of aviation with a view to 
their reorganization for greater efficiency. H. R. 11065 was referred 
to the Committee on Govuiinisns Operations and to the Subcom- 
mittee on Legal and Monetary Affairs. ; 

Following staff study, the committee commenced public hearings on 
June 25, 1956, which continued through July 20, 1956. Witnesses 
were heard Sear, thee seme segments of the aviation industry 
the Department of the Air Force, the Department of Commerce, an 
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witnesses specifically interested in the Detroit airport situation. The 
committee also heard the chairman and vice chairman of the so-called 
Harding Committee (officially the Aviation Facilities Study Group) 
and the President’s Special Assistant for Aviation Facilities Planning, 
Mr. Edward P. Curtis. 

In its investigation of expenditures and in its study of Government 
agencies dealing with aviation problems, as well as in its consideration 
of H. R. 11065, the Committee took as its point of departure the report 
of the Harding Committee issued December 31, 1955, entitled “Avia- 
tion Facilities.” 

Many of the matters discussed herein are tragically underlined by 
the occurrence of the worst disaster in the history of civil aviation on 
June 30, 1956, in the Grand Canyon when 2 giant airliners crashed 
in a midair collision killing 128 passengers, the first fatal midair 
collision between 2 commercial airliners. 





HARDING COMMITTEE 





The Harding Committee was asked by the Budget Bureau on May 4, 
1955, to make recommendations whether a long-range study of avia- 
tion facilities and aids should be undertaken; the coverage of such a 
study; and specific subjects requiring particular attention and the 
manner in which such a study should be conducted and organized. 

The Harding Committee concluded that: 

(1) A long-range study was urgently needed. 

(2) The study should cover more efficient use of airspace through 
air traffic control, integration of civil and military expenditures, espe- 
cially for facilities, research and development (the Committee defined 
“aviation facilities’ as airports, navigational aids, traffic control de- 
vices, and the communications that link them together) financing the 
cost of facilities, and the “kind of Government organization that is 
required to control use of the airspace and be responsible for the 
appropriate Federal interest in the construction and use of Govern- 
ment-financed military and civil aviation facilities.” 

The Committee recommended the study be directed by an individual 
of national stature, with a broad understanding of civil and military 
aviation, to be given a “temporary appointment to plan with all 
departments and agencies of the executive branch at every level with- 
out being restricted to narrow channels of communication.” The 
Harding Committee also stated: 


We feel strongly that the position should be set up inde- 
pendently of any of the existing operating departments and 
interdepartmental committees in order to insure objectivity 
and freedom from deep involvement in day-to-day operating 
problems. 


As a result, on March 1, 1956, the President appointed Edward P. 
Curtis, vice president of the Eastman Kodak Co., Special Assistant 
for Aviation Facilities Planning and directed him to carry on the 
study recommended by the Harding group. Mr. Curtis told the 
subcommittee he hopes to have his final report ready between March 
and September 1957. 

In testimony before the subcommittee, Mr. Harding summarized 
the principal findings of his group’s report as follows: 
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Because of the increased performance of modern aircraft, 
in many instances pilots can no longer depend on eyesight 
alone to avoid collisions between aircraft, even in good 
weather. 

The present traffic control system is obsolete and badly 
needs modernization. 

There has been a piece-meal approach to aviation facilities 
planning, with the civil and military agencies of the Govern- 
ment and private groups each going their separate ways, then 
attempting to coordinate their various points of view through 
coordinating committees lacking power to implement their 
agreements. 

Coordinating alone will not assure safe and efficient use of 
the airspace. 

A national aviation facilities system centrally planned, 
centrally directed, and equitably available for all users, is 
essential. 

I. AVIATION’S GROWTH 


The growth of aviation has been miraculous and almost beyond 
human comprehension. On December 17, 1953, aviation observed 
the 50th anniversary of the date that Orville Wright piloted the first 
powered airplane from a North Carolina sand dune. 

In the 7-year period, 1948-55, air carrier travel nearly tripled. In 
1948, 13,060,372 persons used scheduled airlines. Seven years later 
that figure leaped to 37,226,432. Air carriers boosted passenger miles 


traveled from 6 billion to almost 20 billion. 

Transocean air travel, once confined to the stunt and prize era of 
aviation, now is accepted as commonplace. At the beginning of the 
1948-55 period, industry and Government predicted airline traffic of 
between 9 and 11.5 billion passenger-miles by 1955. In 1951, the 
Civil Aeronautics Administration revised its figures predicting airline 
passenger-miles would reach 20 billion in 1960. That volume was 
attained in 1955—5 years ahead of schedule. 

Predictions in the field of aeronautical technology are equally 
unreliable. The Harding committee notes: 


As late as 1941, for example, jet propulsion was considered 
impractical by a group of leading American scientists and 
industrialists when pe together to appraise its signifi- 
cance. Yet at that very moment—it was later found—the 
Germans were already flying a jet-propelled airplane. 

Other comparisons: 

Scheduled carriers flew 53,986 tons of airmail in 1948, and 124,263 
tons in 1955. Cargowise the tonnage climbed from 165,365 in 1948, to 
389,307 tons in 1955 (Air Commerce Traffic Pattern, Calendar Year 
1955, United States Department of Commerce, Civil Aeronautics 
Administration, 1956). 

In 1939, 63,200 persons were employed in the Nation’s airplane 
plants with 49,200 engaged in the actual production of airframes and 
airplane components (Department of Labor, Bureau of Labor 
Statistics). 

By 1955, there were 738,400 persons employed in airplane and 
parts manufacturing with hourly rated production workers totaling 
504,900 persons (Department of Labor, Bureau of Labor Statistics). 
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In the common carrier air transport field alone, 113,900 persons 
were employed during 1955, a jump of 32,200 from 1951 (Department 
of Labor, Bureau of Labor Statistics). 

The following tables furnished by the Air Transport Association 
and the Interstate Commerce Commission, picture even more graphi- 
cally the growth of American civil aviation along with the decline 
of other forms of common carrier passenger transportation: 


Table showing growth of air transportation, use of air cargo, express and mail! 





1946 1956 2 





Revenue passengers a q 12, 213, 000 37, 16, 145, 000 
Revenue passenger-miles_- __.._- 8, 706, 544, 000 
Mail ton-miles , 37, 922, 000 
Cargo ton-miles.__._.......-.. - woose-aesenpe- . 68, 742, 000 
Air express ton-miles...... ..... 19, 361, 000 




















1 Table furnished by the Air Transport Association. 
? Data available for the Ist 5 months, only. 


Table showing decline of rail and motorbus common carrier use 





1929 1941 1946 1954 1985 





Rail | Motor} Rail | Motor} Rail Motor} Rail Motor! Rail 











131.2) @ 129.4) @) 164.7) 325.7) 129.3) 225.6) 128.6 
Revenue passengers 
millions includes 





uplications) 1 786. 4 f 1488.7) (*) 1 704.8] © 559.5} 1440.8) ¢ 288.6) 1 432.3 





Revenue tons (millions) |’ 1,419. 4 *) {7 1,295.9) © 80. 9)? 1,431.9 # 128. 2)? 1,279.3 § 261. 9)? 1,459. 3 
Revenue ton-miles 


illions)............ -| 7450.2) 1 477.6) (4 7604.9) 866.1) ' 652.2) ° 214.6) 7626.9) (4 























1 Includes commutation traffic. 

2 ven in Bus Facts (N. A. Mi B. O.), 6.8 billions in 1929 and 13.6 billion in 1941, are not com- 
art % je eg oo 1st =. and 1955, 29 

Cc. C, ports, p. 7, an p. 29. 

4 Not available. 

5 An estimate of 497 million made by N. A. M. B. O, ap in Coordination of Motor Transportation 
(182. I. CO. ©. 263, 278) but it is not on a comparable basis with later figures. 

* Class I only. 

? Tons originated. 

§ Estimate of 26 billion ton-miles, set out among others in Coordination of Motor Transportation (182 
L. C. C. 263, 402-03) was made on a basis not comparable with that used in Jater figures. : 

* Motcr transportation of property (I. OC. C. Annual Reports, 1947, p. 7, and 1955, p. 29) includes for hire 
and private transportation. 


Il. CONFLICTING DEMANDS FOR AIRSPACE 


One of the knottiest problems facing Government is demands for 
the use of the airspace. Those demands lead to conflicts between 
military and civilian air transportation, communications and military 
and atomic mney tom for experimentation and scone, ; 

Airspace uses affect land and sea surface uses. er the high 
seas, air uses raise international problems. Over land they raise 
questions as between the Federal Government and State and local 
governments and the property rights of private citizens. _ 

Blocking out airspace for airways, restricted areas for military and 
atomic energy operations and other uses has left increasingly less free 
airspace. 

arles J. Lowen, Civil Aeronautics Administrator, testified that 
military and defense requirements for airspace exceeded 50 percent. 
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“Restricted,” “warning,’”’ and “prohibited” areas over artillery, 
guided missile, rocket, and atomic test ranges consume 12.9 percent 
of the available continental airspace for exclusive defense uses. 

A new development is a military request for establishment of warn- 
ing areas over the Continental Shelf off the Texas and Louisiana coast- 
lines where huge oil reserves are being probed. 

An Assistant Secretary of the Department of Interior testified before 
the House Interior and Insular Affairs Committee July 9, 1956, that 
warning areas requested by military departments during May of 1955 
off Louisiana and Texas totaled approximately 19 million acres of 
which roughly two-thirds is on the outer Continental Shelf. 

It is impossible to estimate the known or predicted oil reserves in 
that area. However, it is apparent that there are substantial natural 

resources on the “Shelf”? the development of which conceivably will be 
impaired. Since adoption of the Outer Continental Shelf Lands Act, 
vesting in the Department of Interior development of oil reserves, 
approximately $253,500,000 in bonuses and rentals has been received 
by the United States Government. 

Military airspace requirements include not only tactical, training 
and defense operations but also air transportation. An additional 
conflict near airports and airbases involves the height of such obstacles 
as smokestacks and TV and radio antennas. 

Similarly, airports and airbases, to be operated safely and efficiently, 
require zoning and protection of large areas of land on approaches, 
which necessarily affects availability of land for residential or industrial 
uses. 

Noise of aircraft adjacent to airports, particularly jets, expected 
to be in commercial use by 1959, affects desirability of adjacent areas 
for residential, school, and other similar uses.' 

Preempting blocks of land usually conflicts with use of such land 
for agricultural and other purposes, and as well prevents use of the air- 
space over such lands. The Department of Interior has supplied the 
following figures on Atomic Energy Commission and military with- 
drawals: 

Acres 
Total military and AEC withdrawals in the 48 States____-- 14, 722, 000 
Less lands for which partial grazing cooperative agreements 
PI kia ia sth cg pt crash ab hcce os cote ae ee dee ei a kk ee capi a eet ae 1, 383, 000 


Net acreage unavailable for grazing 13, 339, 000 


The above figures do not include certain areas of trespass 
of grazers on military lands. The above indicates that ap- 
proximately 90 percent of the lands withdrawn for test areas 
within the 48 states do not provide for grazing. These 
figures are estimates based on copies of cooperative agree- 
ments between the Departments of Interior and Defense 
available in our Washington Office. The above gross acreage 


figure breaks down approximately as follows: i 
cres 


Department of Navy , 000 
Department of Army and Air Force 12, 639, 000 


1 Contracts between airlines and aircraft manufacturers for commercial jets incorporate a provision where- 
manufacturers ‘‘guarantee”’ a noise Jevel no greater than that of present aircraft. 
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Even recreational activities are affected by preemptive military and 
other airspace requirements. 

Still another conflict, inseparable from the airspace conflict, is that 
in the field of wireless communications where there are conflicting 
demands for radio and TV channels between civilian communications 
systems and those required by the military services. 

Even outside our continental limits, where large areas are required 
for air and guided missile testing or for the testing of nuclear weapons, 
not only air transportation but surface shipping and the fishing in- 
dustry are affected by having large areas of the high seas denied for 
their use. The discovery and development of new weapons has 
heightened the interaational implicatioas of control of the airspace, 
control of air transportation and those procedures and facilities they 
require. 

The heart of the conflict is in the respective needs of military and 
civilian aviation activities and) their demands on available airspace. 
There presently exists no agency short of the President or the Con- 
gress which can reconcile disputes or make long-range plans for eco- 
nomical and efficient use of the airspace. 

No one accepts the risk of impairing the security of our country or 
friendly, free nations. On the other hand, as in other areas of con- 
flicting civilian and military demands, it is not in the American tradi- 
tion or in keeping with the principles of our Constitution to leave the 
final decision in the hands of military officers. 

Aviation, electronics and weapons have developed so rapidly, and 
the air above us has seemed so boundless, that preemptions and priori- 
ties resembling ownership of the air have developed independently. 
Users have staked out claims wholly without reference to plan or 
system. As a result, the unclaimed airspace has dwindled almost 
overnight. 

If 20 or even 10 years ago our Government had used greater fure- 
sight it would have established an agency charged with conserving 
precious airspace and minimizing conflicts among its users. 

Nearest any such central body is the airspace panel of the Air 
Coordinating Committee which, like all subagencies of the Air Coor- 
dinating Committee, has sought from time to time to consider prob- 
lems of airspace conflicts, but with power only to recommend solutions 
to various agencies of the executive branch of the Government. 

In the field of allocation of airspace and resolution of conflicting 
demands, the philosophy of the Harding Committee is particularly 
appropriate—namely, that it is not enough to resolve and compromise 
differences, but leadership and planning should be exercised. 


Ill, FAILURE OF GOVERNMENT AGENCIES TO KEEP PACE WITH 
AVIATION DEVELOPMENTS 


The Harding report indicated failure of the Government to plan for 
economical use of airspace. Equally important is its failure to dis- 
charge responsibilities which Government alone holds in the field of 
air transportation. 


Airports 
Airport planning has been on a “hit and miss’’ basis. Congress, 
in the Federal Airport Act of 1946, as amended, directs the Secretary 
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of Commerce, after consulting with other Government agencies, “to 
prepare and revise annually a national plan for the development of 
public airports” taking “into account the needs of both air commerce 
and private flying, the probable technical developments in the science 
of aeronautics, the probable growth and requirements of civil aero- 
nautics, * * *)) 

The subcommittee recognizes and approves the role of municipalities 
and local governments as well as the States in the development of 
airports to serve communities. However, the Federal Government 
alone is capable of making the studies on a nationwide and interna- 
tional basis to provide direction and planning for a national airport 
plan to meet the rapid growth of air transportation. On that subject 
the Harding Committee report said: 


Cities and local communities should be advised of traffic 
requirements which their airports should be prepared to meet 
in 1960, 1965, and in 1975 so that airports will not become 
bottlenecks of an improved aviation facilities system. They 
should be provided with continuously revised estimates 
of plane movements in order that ample terminal facilities 
and handling space can be provided; the operating charac- 
teristics and tire footprint pressures of future aircraft, etc., 
in order that land acquisition, runway lengths, and weight 
bearing characteristics will be adequate. Plans for nearby 
military and civil airports should be coordinated in order 
that runways may be properly located and traffic control 
procedures arent integrated. 


Milton Arnold, vice president in charge of operations and engineer- 
ing for the Air Transport Association, the trade association for the 
scheduled airlines, characterized airport planning as the most back- 
ward phase of aviation: 


Mr. ARNoLpb. * * * they [the CAA] have gone along with 
the way the wind is blowing, and I don’t think they have done 
any concerted development in airports. I think it is a fact- 
ual statement that the airports today are further behind in 
relationship. 

In other words, our feeling, Mr. Chairman, is the airplane 
is ahead of the air traffic control system and the facilities in 
the air channel. 

Yet, the air traffic control system is by far ahead of our 
airports. So, the weakest link in this I think in capacity and 
operation is the airport. 


It was apparent years ago that jet aircraft would be used sometime 
in the future not alone as a military weapon, but also for commercial 
air transportation. But the effect of using high speed aircraft in air- 
port planning is only now receiving the concentrated attention of the 
Civil Aeronautics Administration. 

Thus, the Administrator of Civil Aeronautics testified before the 
subcommittee that “it wasn’t until the last 8 months that we realized 


how quickly jets were going to be coming into actual operation by the 
carriers.” 


The Detroit Airport situation 
The history of airport development in the vicinity of Detroit is an 
excellent example of the failure of the Federal Government to exercise 
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foresight and dynamic leadership in the design and location of airports 
in large metropolitan areas. 

After scheduled airlines had located at Willow Run Airport, built 
during World War II in conjunction with the B-24 bomber plant and 
subsequently transferred as surplus property to the University of 
Michigan in 1946 and 1947, the Civil Aeronautics Administration 
approved and encouraged development of Wayne Major Airport, 
another large airport near Willow Run by allocation of over $6 million 
in Federal-aid funds. 

Since World War II various public bodies in Detroit and the State 
of Michigan sought to make plans for more adequate air carrier service 
at Detroit. Various sites for Detroit’s air terminal have been selected 
at various times: The International Airport at Windsor, the North- 
west Airport, and more recently a Northeast Airport located at Warren 
Township in Macomb County as well as Wayne Major Airport. 

Testimony before the subcommittee showed that the Civil Aero- 
nautics Administration never sought to find out from the scheduled 
airlines their willingness to use any airport except the Willow Run 
Airport where they had been based since World War II and under 
firm commitments with the University of Michigan, the current lease 
expiring in 1962. 

The controller of the city of Detroit, John H. Witherspoon, testified 
that the Common Council of the City of Detroit authorized the 
development of the Northeast Airport, appropriated money therefor 
and initiated condemnation proceedings to acquire necessary land. 
The day following his testimony, evidence presented by Civil Aero- 
nautics Administration officials indicated their study of traffic patterns 
for the Detroit Northeast Airport site had shown it was a poor location 
in relation to other airports in the Detroit area, including Selfridge 
Air Force Base. Northeast Airport, the Civil Aeronautics Admin- 
istration said, would produce the “worst headaches” from an air 
traffic control standpoint. 

The Airport Use Panel (of the Air Coordinating Committee) in its 
report of November 4, 1955, gave no indication of any such airspace 
conflicts and Civil Aeronautics Administration officials admitted to 
the subcommittee they had not make known to Detroit officials the 
possible air traffic pattern conflicts, although plans for the Northeast 
Airport were given tentative approval as a trunk airport only by the 
Civil Aeronautics Administration Office of Airports. 

It is possible the silence of the Airport Use Panel’s November 4, 
1955, report on possible conflict in traffic patterns arising from the 
establishment of an airport at the Northeast site is because the 
Airport Use Panel, as it recited in its cover letter, said: 


Nothing in this report should be construed to mean that 
any air space problems involving this matter have been 
resolved * * *. 


Similarly, the cost to prepare Detroit-Wayne Major Airport to 
accommodate scheduled airlines, which the panel unequivocally 
recommended, was given inadequate consideration. The Airport 
Use Panel’s report on cost was brief and vague as expressed in the 
following excerpt: 


While the panel questions the $20- to $30-million figure 
suggested during the hearing as the estimated cost of trans- 
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ferring the carriers to the Detroit-Wayne Major Airport, it 
knows, of course, that such a move might very well be costly. 


During the subcommittee’s hearings on the subject, airline hangar 
facilities alone required at Detroit-Wayne Major Airport were com- 
puted at in excess of $15 million, and the total cost (including hangar 
facilities) of completing the airport was estimated at $34 million. 

The subcommittee believes that in developing a national airport 
plan, especially with reference to sites of new airports or the expansion 
of existing airports, two of the primary considerations for effective 
administration of the Federal Airport Act should be- 

(1) The effect of location on traffic patterns and the density 
of air traffic. 
(2) The amount of money involved to carry out the plan. 

The record is clear that over the years there has been a lack of fore- 
sight and intelligent evaluation of the facts in the expenditure of 
public funds in developing an airport plan for the Detroit metropolitan 
area. It would appear that the Federal agencies have not fully dis- 
charged their responsibilities. However, Detroit area officials have 
contributed much to the confusion. The lack of a central aviation 
authority in the Detroit area and the failure of Wayne County or 
Detroit to accept Willow Run Airport when it was declared surplus 
in 1946, have not helped the situation. 


Air navigational aids 


The field of navigational aids demonstrates even more strikingly 
the lack of foresight and leadership in the Federal Government. The 
history of the VOR/DME—TACAN controversy is one of inter- 
departmental dispute, a complete lack of unified direction in research 
and development and of planning too little and too late. Military 
and civilian agencies in the Government have been going ahead 
bullheadedly in conflicting directions with resultant delay in the 
establishment of an urgently required common air navigation system. 

The subcommittee heard testimony concerning inability of pilots 
and high-speed aircraft to respond in time to a “seen’’ danger. That 
testimony only emphasized the failure of Government agencies to deal 
decisively in the field of providing adequate air navigational aids. 

The Harding committee report noted that the increasing risks 
of midair collisions have already reached “critical proportions” as a 
result of “outmoded traffic control facilities.” 

While attributing traffic control deficiencies to the unanticipated 
growth of aviation, the report deplored the “lack of appreciation of the 
need for a systems approach. Because of this lack of appreciation the 
technical knowledge which is available has not been fully utilized and 
the programs needed to meet our traffic control requirements have not 
been formulated.”’ 


The 5-year plan 

Early this year, the Department of Commerce presented a 5-year 
plan for improving facilities of the Federal airways. 

The plan calls for installation of radar and communications equip- 
ment over a period extending from fiscal 1957 through 1961, at a total 
cost of $246 million. 

Witnesses before the subcommittee characterized the plan as a 
“step in the right direction.”’ One witness stated, ‘“‘We need the 
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5-year plan right now.’’ A spokesman for the Air Transport Asso- 
ciation called the 5-year plan “‘a patchwork job of our present system.”’ 

In response to subcommittee questioning, the Administrator of 
Civil Aeronautics and other Civil Aeronautics Administration officials 
said that the plan could be telescoped into a 3-year plan; that such 
acceleration was needed—the Administrator said that it was just a 
“question of dollars and cents.” Under Secretary of Commerce 
Rothschild was less certain. He stated the necessity for acceleration 
was being “‘studied.”’ 

Within 10 days after the subcommittee appearances of the Admin- 
istrator and the Under Secretary, and undoubtedly in some measure 
as a result of subcommittee stimulus, on July 17, 1956, the President 
asked Congress for an additional $68 million authorization to supple- 
ment the $40 million previously appropriated for fiscal year 1957. 
That was done, the President aid in an effort to accelerate the 
program. 

The air traffic control system was pictured as “safe but inefficient” 
due to extravagant cocoons of airspace required for present aircraft. 
That was said to be the result of limited air traffic control equipment 
available. 

William B. Harding, chairman of the Harding Committee, in the 
New York Times Magazine, July 15, 1956, said: 


Because aeronautical progress is moving ahead faster than 
generally anticipated, we will have to accelerate our plan- 
ning and take some emergency action to provide the neces- 
sary facilities for handling the ever-growing and faster-moving 
volume of air traffic. We have to do this just to keep 


abreast of our current needs, while recognizing that all too 


soon we must be prepared to meet the even more urgent 
demands of the jet age ahead. 


Budget requests 


Further evidence of the lack of aggressive leadership in the Depart- 
ment of Commerce is the continued failure since World War II to 
present an adequate case for the funds necessary for air traffic control 
and airport development. 

Budget requests for the period from 1947 through 1957 are mute but 
eloquent proof of the lack of the executive branch’s appreciation of 
the significance of civil aviation: 
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Civil Aeronautics Administration budget table 
{In millions} 





Federal-aid airport program Establishment of air navigation facilities 





; 


CAA |Commerce| Bureau of CAA (|Commerce} Bureau of| Appro- 
allowance! Budget request | allowance! Budget priated 
allowance allowance 


2 
z 





$! 


2 
on 


$~S~5~8~% 


~ 
~ 


$24. 8 
(39. 9) 
25. 2 
(54. 6) 
29.9 
(65. 1) 
42.1 
(74. 0) 
43.5 
(79. 4) 
25. 1 
(79. 8) 
15.1 
(85. 0) 

7.0 
(83. 9) 
5.0 
(80. 5) 
23.0 
(96. 6) 


cot AT. ie 
(118.3)} ——«(07.4)|—s i.) 


wane 
— 


S 
~~ 
~ 
~ 


- 


~~ 
~ 
~— 

~ 


ooo 
~~ 
~~ 
— 


4 
Bonmoacwor#>o 


8.8.~S252~2%-5 
“TIA DaScroooacaceTso 


~ 


SOM C RRMA Om 


Oo 
~ 


_ 


2 
PPO RO 
3 


a 
PPArses 


oOonfe co 


— 
Mw 0 Woo 
~~ 


“ante 
— 


~ 
~~ 


ges 
= 


— 
~ 


s 


~#~BA~SANS3E 5-5-2735 
2S 
dt Be 


Oman 
¢ 
Seu 


~ 


BEABe! atAR-BA-B-BOBAB 


BESSA 
| SrMOonwow 





























1 $15.5 million rescinded by sec. 1214, Public Law 759, 8ist Cong. 
2 $2.5 million rescinded by sec. 1214, Public Law 759, 8Ist Cong. 
3 Pursnant to Public Law 211, 84th Cong., Ist sess. 

‘ Supplemental appropriation request submitted July 12, 1956. 


Nore.—Parenthetical figures are for salaries and expenses, 


As a striking example of this, the Department of Commerce in 1953 
convened a panel to determine whether the Federal aid airport 
program should be continued, when less than a year earlier the 
Doolittle Commission had endorsed extension of the program. The 
Commerce panel was composed of airport, airline, and aviation 
trade group executives, and it was, therefore, no surprise when, in 
the fall of 1953, the panel concurred in the findings of the Doolittle 
Commission. 

Meanwhile, the Bureau of the Budget did not permit any requests 
for airport aid funds for the fiscal year 1954. For fiscal year 1956, 
the Civil Aeronautics Administration requested $41.5 million for the 
airports program, of which $31 million was allowed by the Department 
of Commerce. Despite the recommendations of the panel’s report, the 
Bureau of the Budget, following its usual pattern, cut the amount to 
a § million. Fortunately, the Congress restored the amount to $20 
million. 

Constant gnawing at airport aid funds, both in the Department of 
Commerce and the Bureau of the Budget, finally led to the congres- 
sional enactment in 1955 of a $231,500,000, 4 -year airport aid program 
($42.5 million for the fiscal year 1956, and $63 million for each fiscal 
year thereafter through 1959) and increased the $20 million it had 
previously appropriated by the $42.5 million made automatically 
available under the 1955 act. The 1955 act was passed over the 
opposition of the Department of Commerce which found the availa- 
bility of funds under the act for the 4-year period contrary to adminis- 
tration budget practices. In its report on the 1955 Airport Aid Act, 
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the House Committee on Interstate and Foreign Commerce (H. Rept. 
1190, 84th Cong., 1st sess.) noted a similar budgetary practice in the 
Federal highway program which is administered by the Department 
of Commerce. 

Development and growth being as fantastic as it has been in the 
field of civil aviation, necessary Federal aid and leadership required in 
this field was not supported by the budgetary actions of the Depart- 
ment of Commerce and the Bureau of the Budget. If, in fact, there 
has been congressional reluctance to appropriate, it is undoubtedly 
due in large part to the timidity of the executive branch in stating its 
sae a pak 

he Harding Committee report notes: 


There has been insufficient recognition of air traffic control 
requirements from a budgetary standpoint. Not only is 
strong budgetary support needed for the immediate needs of 
the air traffic control system, but strong support is needed 
for a proper research and development program for air traffic 
control. This is essential because it is impossible to imagine 
that any air traffic control system will in itself become the 
ultimate. Keeping pace with the rapid advancements in 
aircraft design will actually result in a series of so-called 
ultimate systems which through evolution will in them- 
selves become interim transitions to a better system. 


The result has been that now, with introduction of commercial jet 
transports less than 3 years distant, our air traffic control system is 
outmoded, our navigation facilities woefully inadequate, and our 
airports in dire need of improvement. 


Traffic control personnel 

Traffic controllers are responsible for the expenditious movement 
of air traffic and for the safe landings and take-offs and en route safety 
of air carrier passengers, as well as countless others engaged in general 
and military aviation operations. 

The Civil Aeronautics Administration has experienced difficulties 
in obtaining civil service grade differentials for its controllers. It has 
been unable to obtain approval of a grade differential from the Civil 
Service Commission for air traffic control center chiefs. The chief of 
the air traffic control center in Great Falls, Mont., receives the same 
compensation as the chief in New York, although the latter center 
handles 10 times as much traffic. 

Fortunately, the turnover rate for controller personnel has been low. 
However, there has been loss of supervisory and other experienced 
personnel whom the Civil Aeronautics Administration can ill afford to 
lose in view of the rapid expansion of air traffic and especially when it 
is on the threshold of the most ambitious air traffic control program 
in its history. 


IV. HODGE PODGE OF AVIATION AGENCIES 


~~ 


The Harding report found that there were over 75 committees, 
subcommittees, and special groups working on aviation matters. The 
report asserted that: 


The existence of so many groups is not, in itself, an evil, but 
it is increasingly apparent that the process of coordination 1s 
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becoming more and more time consuming, that preoccupa- 
tion with current issues tends to obscure forward vision. 


The subcommittee disagrees that existence of 75 committees and 
agencies “is not in itself an evil.’’ We fail to see how any order can 
come out of such an organizational ‘‘jungle.”’ 

The pn ar of Federal aviation agencies in research matters 
alone is starkly revealed in the chart facing page 12. 

The Harding report noted on page 31: 


We find that none of the interdepartmental committees 
dealing with coordination has any independent executive 
authority. ‘Their members serve only on a part-time basis 
and the membership changes frequently. While it was origi- 
nally intended that, in addition to exercising their coordinat- 
ing functions, they would be instrumentalities for the devel- 
opment of forward looking policies, they have, in practice, 
become primarily mechanisms wherein the representatives of 
various Federal agencies meet to debate and, whenever 
possible, coordinate action on pressing current problems. 
Furthermore, the coordination among the committees them- 
selves has become a problem, and the delineation of their 
respective functions is not always clear. 

It is not our desire to belittle the useful functions which 
these organizations perform, but we do wish to note their 
practical limitations. We think it is abundantly clear that, 
because of their basic structure, they cannot be expected 
to provide the dynamic leadership required for origination 
and development of a comprehensive national aviation facili- 
ties system. Certain essential elements of effective Govern- 
ment action seem to be missing—full-time direction, full 
disclosure of departmental information and plans, closely 
coordinated budgetary planning and funding, and a unified 
approach to the Congress in matters of appropriations. 


A lack of well-defined authority and responsibility in aviation 
matters and the multiplicity of agencies has resulted in compounding 
confusion rather than in the resolution of critical problems. Mr. 
Harding testified before the subcommittee: “There has been too much 
coordination.” 

Matters requiring decision literally have been coordinated “to 
death.” 


The Air Navigation Development Board 

The Air Navigation Development Board (ANDB) was created by 
agreement between the Department of Commerce and the Department 
of Defense. ANDB membership consists of the Assistant Secretary 
of Defense for Research and development, representatives of the three 
military services and the Under Secretary of Commerce for Transpor- 
tation. Strangely enough, the Civil Aeronautics Administration is 
not an ANDB member in its own right. 

The Board is a coordinating committee whose ‘fundamental pur- 
pose (as stated by the Civil Aeronautics Administrator) is to gue 
those research and development problems of the Commerce and De- 
fense Departments which are concerned with the development of 
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a essential to the common system of air navigation and air 
traffic control.” 

— Arnold, vice president of the Air Transport Association, 
testified: 


In regard to the Air Navigation Development Board, 
gentlemen, the Air Navigation Develépthant oard is dead. 
We need merely to have the formal funeral. This in no way 
implies the lack of capabilities on the part of the staff of the 
Air Navigation Development Board, but lies in a basic 
deficiency of its organization. The few things that have 
been accomplished by the Air Navigation Development 
Board have been due to the integrity, devotion, and the 
abilities of the Board staff, in spite of the inherent organiza- 
tional defects. To be specific, can you imagine the Con- 
gress of the United States accomplishing anything if all 
of the Democrats were allowed collectively to have one vote, 
and all of the Republicans, likewise, were allowed one 
vote? This, gentlemen, is the situation in the Air Naviga- 
tion Development Board. Unless we have agreement 
between the two voting members—Commerce and Defense— 
we have no decision, and thus relatively little progress. 


Mr. Arnold’s comments are addressed to the impasse created by the 
fact that the Air Navigation Development Board charter provides 
that the Department of Commerce and the Department of Defense 
shall have “equal responsibility on the Board.” 

Civil Aeronautics Administrator Lowen agreed in principle with 
Mr. Arnold’s criticism of the requirement of unanimous agreement in 
interagency committees in the following testimony: 


I agree, I believe, with what General Arnold said, and 
some of the other witnesses, that there have been too many 
committees and too many decisions relegated to committee 
decision, and I think it is the responsibility of the Civil 
Aeronautics Administration and the Administrator to resolve 
these differences. And, if he does not, he is the guy that 
should be fired for not getting the job done. And this is 
after proper coordination with the military and through the 
ood Coordinating Committee, if necessary, to get the job 

one. 


Under Secretary of Commerce Louis Rothschild conceded addition 
of a third member would aid in the resolution of problems before the 
Air Navigation Development Board. 

The impasse stalemating resolution of the VOR/DME-TACAN 
controversy undoubtedly is due in large measure to the equal division 
in the makeup of the Air Navigation Development Board with each 
member favoring his own department’s concept of a common air 
navigation system. That division has delayed solution of one of the 
most urgent requirements of aviation. 


The Air Coordinating Committee 
The Air Coordinating Committee (ACC) is a ponstetetork agency 
created by Executive Order 9781 of September 17, 1946. That was 


followed by a number of Executive orders, the most recent of which 
is Executive Order 10655 dated January 28, 1956, as follows: 
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Executive Orper 10655 
AIR COORDINATING COMMITTEE 


By virtue of the authority vested in me as President of the 
United States, and in order to provide for the fullest develop- 
ment and coordination of the aviation policies and activities 
of Federal agencies, it is ordered as follows: 

1. (a) The Air Coordinating Committee (hereinafter re- 
ferred to as the Committee), established by Executive Order 
No. 9781 of September 19, 1946, as amended by Executive 
Order No. 10360 of June 11, 1952, shall have as members one 
representative from each of the following-named agencies 
(hereinafter referred to as member agencies): the executive 
Departments of State, Treasury, Post Office, and Commerce, 
the military departments of the Army, Navy, and Air Force, 
the Civil Aeronautics Board, and the Federal Communi- 
cations Commission. The members of the Committee shall 
be designated by the respective heads of the member agencies. 
The President shall name one of the members as Chairman 
of the Committee. The Director of the Bureau of the 
Budget and the Director of the Office of Defense Mobiliza- 
tion shall each designate one representative of his agency as 
a nonvoting member of the Committee. 

(6) Each officer or body authorized under subparagraph 
1 (a) hereof to designate a member of the Committee shall 
also designate one or more alternate members, as may be 
necessary. 

(c) The Committee shall establish procedures to provide 
for participation in voting, by a representative of any agency 
not yr 1p paragraph 1 (a) hereof in connection with such 
aviation matters as are of substantial interest to that agency. 

2. The Committee shall examine aviation problems and 
developments affecting more than one member agency; de- 
velop and recommend integrated policies to be carried out 
and actions to be taken by the member agencies or by any 
other Government agency charged with responsibility in the 
aviation field; and to the extent permitted by law, coordinate 
the aviation activities of such agencies except activities 
relating to the exercise of quasi-judicial function. 

3. The Committee shall consult with Federal interagency 
boards and committees concerned in any manner with avia- 
tion activities; shall consult with the representatives of the 
United States to the International Civil Aviation Organiza- 
tions; and, where appropriate, shall consult with other inter- 
national bodies concerned with civil aviation and recommend 
to the Department of State general policy directives and 
instructions for the guidance of the said representatives. 

4. The Committee, after obtaining the views of the head of 
each agency concerned, shall submit to the President, to- 
gether with the said views, (a) such of the Committee’s 
recommendations on aviation policies as require the attention 
of the President by reason of their character or importance, 
(6) those important aviation questions the disposition of 
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which is prevented by the inability of the agencies concerned 
to agree, and (c) an annual report of the Committee’s ac- 
tivities during each calendar year, to be submitted not later 
than January 31 of the next succeeding year. 

5. The heads of the member agencies shall cause their 
respective agencies to use the facilities of the Committee in 
all appropriate circumstances, and, consonant with law, to 
provide the Committee with such personnel assistance as 
may be necessary. 

6. This order supersedes Executive Order No. 9781 of 
September 19, 1946, and Executive Order No. 10360 of 
June 11, 1952. 

7. This order shall not be construed as necessitating the 
redesignation of members of the Committee, or the renaming 
of the Chairman of the Committee, serving on the date hereof. 

Dwieut D. E1sennower. 

Tue Wuirr Hovss, 

January 28, 1956. 
[21 F. R. 665 (Jan. 31, 1956)] 


As noted in paragraph 1 of the order, membership of the Air Coor- 
dinating Committee is from the Departments of Commerce, State, 
Army, Navy, Air Force, Treasury, Post Office, Federal Communica- 
tions Commission, and Civil Aeronautics Board. (The Director of 
the Bureau of the Budget and the Office of Defense Mobilization are 
nonvoting members of the Committee.) 

The Air Coordinating Committee operates through panels. The 
Airport Use Panel which resolves conflicts in the use of airports by 
military and civil aviation is composed of one member from the 
Department of Commerce, the Civil Aeronautics Board, the Depart- 
_— of Defense, and the Departments of the Air Force, Army, and 

avy. 

It should be noted that while the Department of Defense and the 
3 military services are each represented on the Airport Use Panel by 
1 vote, civil aviation is only represented by the Department of 
Commerce and the Civil Aeronautics Board. 

Civil aviation adherents have been disturbed by predominance of 
military members on the panels and on the Air Coordinating Com- 
mittee itself. 

Although unanimous decision is required in the panel, sheer force 
of the number of military members has been cited as preventing 
equitable resolution of civil-military conflicts. 

If a panel cannot reach unanimous agreement, disputes are then 
handed up to the Air Coordinating Committee itself. Here again 
the membership of the three military services is cited as weighing 
heavily against civil aviation interests. In the absence of unanimous 
decision of the Air Coordinating Committee itself, the President 
must consider the dispute. To date, only one problem has reached 
the White House for resolution. 

Although the Air Coordinating Committee is a “coordinating” 
body, its Chairman in testimony before the subcommittee stated 
that the Air Coordinating Committee “has decision-making authority 
in those fields requiring coordination between more than one part of 
the Government.” 
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Through cone eg committees such as the Air Coordinating 
Committee and the Air Navigation Development Board and their 
various subcommittees and panels, military and other non-Commerce 
Department officials in the executive branch of the Government 
participate in policy formulation in fields which Congress expressly 
and exclusively vested in the Department of Commerce and the Civil 
Aeronautics Administration. 

w It is inconceivable that the executive branch through an Executive 
order can counter the will of Congress by dilution of statutory au- 
thority that Congress has lodged through the Department of Com- 
merce in the Civil Aeronautics Administration. It is one thing for the 
Civil Aeronautics Administration to consult with other agencies, as it 
is required to do under the Federal Airport Act. But it is quite another 
thing to require it to submit matters over which it has statutory 
jurisdiction to a coordinating committee for decision. Moreover, its 
failure to have a vote in its own right, while the Department of Defense 
and the three military branches each has a vote, supports charges of 
military domination of Air Coordinating Committee activities and of 
the relatively weak position of civil aviation in the executive branch. 

The subcommittee notes the exception to the “authority” of the 
Air Coordinating Committee in the Executive order with respect to 
“aviation activities relating to the exercise of quasi-judicial function.” 
The presence of the Civil Aeronautics Board and the Federal Com- 
munications Commission, as members of the Air Coordinating Com- 
mittee is most certainly at variance with the subcommittee’s concept 
of the integrity of the administrative process. 

The Civil Aeronautics Board and the Federal Communications 
Commission are independent, regulatory, quasi-judicial tribunals not 
subordinate to the direction of the President in the same sense as are 
the Departments of Defense and Commerce. As members of the Air 
Coordinating Committee, however, they are presumably bound by the 
broad range of aviation policy pronouncements set forth in “Civil 
Air Poliey’’ (1954) of the Air Coordinating Committee. 

Thus, it would appear that subordinate executive branch Air 
Coordinating Committee members have indirectly participated in 
quasi-judicial and regulatory decisions that should be aerenermen | 
resolved by the tribunals in whom Congress by statute vested suc 
power. 

Vv. VOR/DME-TACAN 


The subcommittee heard testimony from the Civil Aeronautics 
Administration that VOR ?/DME * had been adopted as a common 
navigational system by the International Civil Aviation Organization 
(ICAO) in 1948. Although the Air Force testified that TACAN ‘* 
had been adopted by the NATO nations, the subcommittee also 
received testimony to the effect that the military services had adopted 
VOR/DME prior to 1950 as the common system. Notwithstanding 
this adoption, the subcommittee was advised that TACAN as a 
common system was evolved by the Navy unbeknown to the Air Navi- 
gation Development Board (until 1950) while the Navy was presum- 
ably engaged in developing a homing device. However, the Depart- 

2 Very high frequency omnidirectional range. 


5 Direction measuring equipment. 
4 Tactical air navigation. 
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ment of Defense continued to support VOR/DME at least as late 
as 1951. 

The two systems are incompatible so far as distance measuring 
(DME) is cone erned. TACAN does not have a two-way voice 
component which is required by civil users; VOR poses problems of 
site location for the military and for carr ier-based aircratt, 

The Civil Aeronautics Administration has stated that all military 
objections to VOR/DME can be resolved. The Air Force is insistent 
that TACAN be the common system. Although airborne VOR/DME 
has been used for several years principally by corporate aircraft and 
no civil airborne TACAN has been produced, the Air Force stated 
that if TACAN is adopted, two manufacturers can produce civil 
TACAN units in quantity within 18 to 20 months of receipt of specifi- 
cations. The Civil Aeronautics Administration contends that ground 
TACAN units even on a crash basis would not be available until 
1962—on an orderly basis ‘1965 and after.” 

The Civil Aeronautics Administration is operating 241 DME and 
418 VOR ground units. Because of the present controversy, the 
Civil Aeronautics Administration is withholding operation of 213 
additional DME units valued at $10 million. The Air Force and 
Navy Departments obligated $161,575,229 through 1955 for TACAN 
units exclusive of $179,451,737 which has been spent in research and 
development during the same period. The total amount funded by 
appropriations for TACAN units for the period 1951-56 is 
$259,821,000. The total cost of TACAN as the common system has 
been estimated at $750 million. In addition, the military has spent 
approximately — $100 million for airborne VOR/DME equipment. 

(Rept. No. 737, Military Operations Subcommittee of the House 
Government Operations Committee, 84th Cong., Ist sess.) 

This controversy, which has been in existence since 1950, saw some 
attempt toward resolution in 1955 with the creation of a VORTAC 
committee by the Air Navigation Development Board. The military 
and the Air Eger te Association (ATA) then supported TACAN 
while the Civil Aeronautics Administration and other civil users 
(AOPA ® and NBAA ®°) favored VOR/DME. Recently, however, the 
Air Transport Association has announced support of specifications 
for civil DME. 

In his appearance before the subcommittee, the Under Secretary of 
Commerce for Transportation noted that a report from the air navi- 
gation panel of the Air Coordinating Committee would be submitted 
by August 20, 1956, and that the matter of the common system would 
be resolved within 30 to 40 days thereafter. 

Milton Arnold, vice president of the Air Transport Association, 
testified that further delay in a decision on the type of distance 
measuring and azimuth equipment to be installed in civil jet aircraft 
would adversely affect airline programs for using commercial jet 
transport airplanes now on order. He said: 


* * * The airplane is going to roll off the line in 1959, 
which is the Lockheed Electra, and also, probably a little of 
the jets in 1959, but most of it in 1960. Then about 1959, 
which is 2 years from now, we have got to tell the manufac- 


5 Aircraft Owners and Pilots Association, 
6 National Business Aircraft Association. 
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turer—probably early in that year—which is about 18 months 
from now—we want Bendix type 625 civil DME, or we 
want Collins commercial TACAN, because he has got to 
put something in that box, and he will have to know it about 
18 months beforehand. 


Although Mr. Arnold conceded that this equipment could be in- 
stalled after delivery to the airlines, he also said that it would be “a 
lot more costly” because purchase of “‘the airplane is a package deal, 
whereas the only time you could put it in after the airplane comes out, 
if you didn’t provide for the wiring, would be an overhaul period and 
it would take you about 18 months to do your fleet after it has been 
in operation.” 

The VOR/DME-TACAN controversy is an example of two things: 
(1) In the controversy between civilian and military interests, the 
Civil Aeronautics Administration vigorously and aggressively has 
advanced the civilian position. That has not always been the case 
in other instances of military-civilian conflict. (2) It is a graphic 
illustration of the cost, not only in dollars but in delay in the use of a 
vitally needed aviation tool, of the result of participation by other 
than Civil Aeronautics Administration officials in selection of civil 
air navigation systems and equipment. It is an unfortunate illustra- 
tion of the stalemate arising from the committee-type of decision 
where unanimous agreement 1s required. 


VI. H. R. 11065 


The subcommittee had before it H. R. 11065 to create a commission 
to conduct a study of agencies in the executive branch handling avia- 
tion matters with a view to their reorganization. The Harding com- 
mittee recommended that such a study be conducted by an individual 
of outstanding competence. As previously noted, Mr. Edward P. 
Curtis was appointed Special Assistant to the President for Aviation 
Facilities Planning. 

Reports from executive agencies on H. R. 11065 and testimony of 
many of the witnesses, particularly those from Government agencies, 
indicated their preference for a study by an individual rather than by 
a commission. Few would take the position that the Congress should 
be excluded from a study of this magnitude, but they asserted the 
results of Mr. Curtis’ study would be available to the Congress, and 
that since he wss already under way in his task, creation of a com- 
mission at this time might result in duplication, if not actual obstruc- 
tion, of the Curtis study. 

With reference to the last argument—namely, delay and obstruction 
of the Curtis study—it seems to the subcommittee that the appoint- 
ment of Mr. Curtis as chairman of the commission, if H. R. 11065 
became law, would eliminate any loss of time or possibility of duplica- 
tion or obstruction, and it would seem only natural that Mr. Curtis 
would be named as chairman of such a commission. 

With reference to the general principle of whether an individual or 
a commission should conduct the study, the subcommittee can see 
many advantages in an arrangement whereby the Congress and private 
citizens, as well as the executive branch of the Government could 
participate in the factfinding and reasoning through which alone 
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sound recommendations could come. That is particularly true when 
the study, in the view of the Harding committee, is to “provide the 
executive branch and affected agencies of the Government with a 
firm basis upon which to build a comprehensive legislative and fiscal 
program for aviation facilities development.” [Italic supplied.] 

Some witnesses, including the chairman and vice chairman of the 
Harding committee, suggested since it is late in the second session of 
the 84th Congress and there is little likelihood that there is sufficient 
time for passage of H. R. 11065, that action on it be deferred by the 
subcommittee until the convening of the 85th Congress. At that time 
it will be possible to assess the progress made in the Curtis study. 
They suggested that, in the event the difficult and complex problems 
of Government organization with which Mr. Curtis and his associates 
are grappling have not been solved, the adoption of a commission study 
such as H. R. 11065 proposes might well be in order. 

The subcommittee is impressed with the wisdom of that approach 
and therefore has not reported H. R. 11065 to the Committee on 
Government Operations at this time. The subcommittee proposes 
to follow closely the progress being made in this field. It intends to 
report further to the Government Operations Committee on such 
progress. 

CoNncLusIONs 


1. Reorganization of executive agencies required 


The hearings of the subcommittee have convinced it that drastic 
reorganization of agencies in the executive branch of the Government 
having responsibilities in the field of aviation is urgently required. 

The present Federal organizational structure in civil aviation is 
tragic proof that it is not enough to have a forum or bargaining table 
where conflicts and disagreements can be settled and compromised. 
There must exist a capacity for leadership and planning in addition 
to the prompt resolution of differences. Direction must be substi- 
tuted for coordination. To continue the present Federal organiza- 
tional structure in aviation matters and thereby perpetuate current 
interagency conflicts and the lack of planning and leadership, would 
mark Mr. Curtis’ study as a futile effort—no matter how outstanding 
his projections for long-range aviation facilities. 

Aviation activities must be administered through organizational 
machinery capable of dynamic action. 


2. Expedition of Mr. Curtis’ study required 


The subcommittee believes that the responsibilities and functions 
of aviation agencies are so important, and the organizational relation- 
ships between them are so complex and confused, that piecemeal, 
casual changes might be dangerous. Changes should be made only 
after careful study. We cannot run the risk of disrupting current 
aviation operations and creating even more confusion than exists now. 

The subcommittee is concerned over the limited budget given Mr. 
Curtis to achieve his goal. It is difficult to conceive how with a budget 
of $150,000 (plus $300,000 contributed by the Departments of De- 
fense and Commerce for contracts made in connection with the first 
phase of his study) and a permanent professional staff of three (to be 
supplemented by a team of scientists and engineers), no matter how 
capable, Mr. Curtis can attain his goal with expedition. In this 
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a it would seem the tools given Mr. Curtis in his monumental 
task may be likened to driving a spike with a tack hammer. 
The subcommittee questions the “‘timetable’’ of between 1 year and 
a year and a half (from March 1, 1956) furnished by Mr. Curtis as 
the period in which his study will be completed. We are not suggest- 
ing that speed be substituted for thoroughness—only that with addi- 
tional money and staff, the pace of the study can and should be 
uickened. Time is valuable and the Nation can ill afford to continue 
the current aviation organizational muddle. 


8. Civil Aeronautics Board and Federal Communications Commission 
membership in Air Coordinating Committee must be terminated 

The presence of the Civil Aeronatics Board, an independent, quasi- 
legislative, quasi-judical, regulatory body of the Air Coordinating 
Committee should be termimated at once. This is equally applic- 
able to the membership of the Federal Communications Commission. 

This is especially significant in view of testimony before the sub- 
committee by a Civil Aeronautics Board member in which he stated 
the Board would be bound by Air Coordinating Committee decisions 
in which the Civil Aeronautics Board member, after consultation 
with the Board, acquiesced. 

The subcommittee believes that the continued membership in the 
Air Coordinating Committee by these regulatory bodies represents an 
undermining by the executive branch of the carefu) standards and 
safeguards of administrative law procedures prescribed by the Con- 
gress in creating both the Federal Communications Commission and 
the Civil Aeronautics Board. Whatever benefits may accrue as a 
result of their present Air Coordinating Committee membership can 
be obtained through being kept appraised of developments pertinent 
to their respective operations. 

It is an illegal and unwarranted invasion by the executive branch 
by means of an Executive order to assume, without consent of the 

ony ang powers the Congress specifically conferred on these inde- 
pendent tribunals. 

Participation by regulatory bodies in Air Coordinating Committee 
matters and according Air Coordinating Committee decisions binding 
effect, without adherence to procedures prescribed by the Congress 
represents a flagrant flouting of the will of the Congress. 

hat participation should be discontinued at once. The reservation 
contained in the Executive order with respect to regulatory agencies is 
meaningless—testimony before the subcommittee is ample and dis- 
turbing proof of that fact. 

The Civil Aeronautics Board and the Federal Communications 
Commission are placed in the awkward position of being forced to 
disregard either an Executive order or the statutes which created them. 
We believe it is clear they should obey the statutes as superior to an 
Executive order. 


4. Clarification of Air Coordinating Committee “authority” required 
In a statement prepared at the request of the subcommittee, the 
Administrator of Civil Aeronautics noted that: 


* * * under the Civil Aeronautics Act of 1938, Congress has 
vested in the civil agencies of Government, the Civil Aero- 
nautics Administration and the Civil Aeronautics Board, 
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authority to require all aircraft, military as well as civil, 
operating anywhere in the airspace of the United States, to 
conform with our air traffic rules. It would be difficult to 
enlarge this grant of authority. 

Secondly, in the same law, Congress not only authorized, 
but directed, the Civil Aeronautics Administration to provide 
an airways system for the Nation’s air traffic and to regulate 
and protect that air traffic. 

This combination of authority to make rules and to control 
traffic makes it possible for the civil agencies of Government 
to control the use made of the airspace of the United States 
by all types of aircraft, military as well as civil. We believe 
these controls are adequate and do not need to be enlarged. 


The Congress has not delegated this authority to the Air Coordi- 
nating Committee nor to any other agency of government. 

Such delegation of authority cannot be accomplished except through 
legislation or possibly through a reorganization plan subject to congres- 
sional approval. 

Most certainly a congressional delegation of authority cannot be 
contravened or otherwise affected by an Executive order. 

The “authority” of the Air Coordinating Committee should be 
clarified without delay to make abundantly clear that the Air Coordi- 
nating Committee has no decision-making authority with respect to 
any matter in which Congress has vested authority elsewhere. 

“Coordination” by means of an Executive order must not be used to 
nullify congressional enactment. 


5. Predominance of the military on the Air Coordinating Committee 
and the Air Navigational Development Board must be avoided 

Pending completion of the organizational aspects of Mr. Curtis’ 
study, the subcommittee does not make any additional recommenda- 
tions concerning organizational structure. However, it cannot ignore 
the predominance of the military services on the Air Coordinating 
Committee and the Air Navigational Development Board (and their 
various panels and committees). The subcommittee is impressed 
by the sheer weight of numbers and is concerned, for instance, that the 
Civil Aeronautics Administration is not a member in its own right of 
either body,’ while the Department of Defense * and the three military 
services are specifically designated. 

In addition to the statutory conflict pointed out in 4 above, the 
subcommittee believes that such military predominance conflicts 
with our tradition of vesting final authority in civilian, rather than in 
military officials. 


6. The 5-year Federal airway plan must be accelerated 


The subcommittee is heartened by the recent request of the Presi- 
dent for appropriation of an additional $68 million to accelerate the 
5-year Federal airway plan for navigational aids. That request is in 
accord with the subcommittee’s belief that the 5-year plan must 
be accelerated. 

7 In practice, CAA serves as the Commerce member on various ACC panels and ANDB committees. 
§ Although not a member of the Air Coordinating Committee, strangely, the Department of Defense is 8 


voting member of the Airport Use Panel in addition to the Departments of Army, Navy, Air Force, Com- 
merce and the Civil Aeronautics Board. 
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If acceleration is “just a matter of dollars and cents’’, as the Ad- 
ministrator of Civil Aeronautics told the subcommittee, then we 
believe the Plan should be further accelerated so that with introduction 
of commercial jet transport planes in 1959, the Federal airways 
system will be better able to accept them, and cope with the many 
problems of air traffic control that commercial jets will undoubtedly 
present. 

The Civil Aeronautics Administration must obtain grade differen- 
tials for controllers. With the added air traffic control facilities to be 
provided under the 5-year plan, the Civil Aeronautics Administration 
cannot risk loss of any supervisory or other experienced controller 
personnel. It is, therefore, incumbent upon them to obtain grade 
differentials for controller personnel based on responsibility. That 
matter should be actively pursued. 


O 
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Mr. Dawson of Ilinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-EIGHTH INTERMEDIATE REPORT 


SUBMITTED BY THE LEGAL AND MONETARY AFFAIRS 
SUBCOMMITTEE 





On July 25, 1956, the Committee on Government Operations had 
before it for consideration the report of its subcommittee entitled 
“Post Office Department Procurement of Motor Vehicles.” 

After full consideration of the report as submitted by the sub- 
committee, upon motion made and seconded, the report was approved 
and adopted as the report of the full committee. The chairman was 
directed to transmit a copy to the Speaker of the House. 

Under the Federal Property and Administrative Services Act of 
1949 (63 Stat. 377: 40 U.S. C. 471, 41 U.S. C. 252 et seq.), the General 
Services Administration is the civilian Federal Government procure- 
ment agency. In this legislation Congress reaffirmed ‘the basic 
principle that Government purchases He contracts shall be made by 
advertising” for competitive bids (H. Rept. 670, 81st Cong., 1st sess. 
41 U. S. C. 252 (c)). Negotiation is permitted only m specified 
instances, one being where the head of a department determines that 
the “‘contract or purchase is for the manufacture or furnishing of 
property for experimentation * * *” (41 U. S. C. 252 (c) (10)). 
As permitted under the act, the Administrator of General Services 
delegated authority to the Post Office Department to negotiate 
contracts for experimental purposes (delegation No. 81, F. R. April 14, 
1951). 

Congress was careful to provide that where this limited authorit 
to negotiate is exercised, the following safeguards must be observed: 

1. Semiannual reports must be made to Congress (41 U.S. C. 
252 (c) (10)); 
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2. The determination of the department head must be based 
upon written findings which must be preserved for 6 years (41 

. 8. C. 257 (c)); 

3. Copies of the findings and contracts must be sent to the 
General Accounting Office (41 U.S. C. 257 (c)); 

4. “The data with respect to the negotiations” must be pre- 
served for 6 years (41 U.S. C. 257 (d)). 

In 1954 in a questionable exercise of the foregoing statutory author- 
ity, the Post Office Department negotiated three contracts with the 
Twin Coach Co. of Kent, Ohio, for the purchase of 250 light, sit-stand 
trucks purportedly for experimentation and test at a cost of nearly 
three-fourths of a million dollars. The payments under these con- 
tracts exceeded by $174,920.85 the Department’s total expenditures 
for experimental purposes under 96 separate contracts with other 
companies during the 4-year period, 1951 through 1954, 


BACKGROUND 


Beginning in 1951, following a recommendation of Robert Heller & 
Associates, management consultants, employed in 1949 by the Com- 
mission on Organization of the Executive Branch of the Government, 
the Post Office Department undertook a program to develop light- 
weight functional vehicles for more efficient and economical mail 
delivery operations. In 1952, 16 light, sit-stand trucks were purchased 
from several manufacturers for experiment and test. In 1953, addi- 
tional light trucks for experiment and test were purchased in small 
lots from different companies. In early 1954, the Department con- 
tracted with the Mid American Research Co. to develop a lightweight 
functional truck which was subjected to various tests. About the 
same time, at the instigation of Mr. Robert H. Gunther, of the Heller 
organization, the Twin Coach Co. constructed a prototype functional 
truck which was turned over to the Post Office Department for test. 
Shortly thereafter, the Department purchased four of these vehicles 
from the Twin Coach Co. for $13,500. 

From tests conducted in Florida using the Twin Coach vehicles 
mentioned above, from prior experience with other light, sit-stand 
trucks and from the obvious facts at hand, it was clear in April of 
1954 that a lightweight vehicle incorporating functional features was 
desirable for many Post Office operations. For example, it was then 
known that— 

1. Mail, including parcel post, is lightweight cargo not requiring 
a heavy truck; 

2. Heavy trucks generally are more expensive to operate than 
light trucks; 

3. Curbside mail boxes are serviced and other postal delivery 
and pickup functions are performed from the right-hand side; 
consequently, the right-hand drive is desirable on post office 
delivery trucks; 

4. Postal delivery operations require frequent stopping and 
starting; consequently, the automatic transmission is desirable 
on post office delivery trucks; 

5. Many postal delivery operations are performed in areas of 
dense population and motor vehicle traffic; consequently, post 
office trucks should be easily maneuverable; 
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6. Distances between house to house postal delivery stops vary 
considerably; consequently, the sit-stand feature is desirable on 
post office delivery trucks; 

7. Features such as ample headroom for the driver, short 
distance from truck to ground, shelf for placing mail, obviously 
are desirable on post office delivery trucks. 


PURCHASE OF 250 TRUCKS FROM THE TWIN COACH CO. 


Ou April 2, 1954, in accordance with customary, competitive 
procurement procedures, the Post Office Department sent specifica- 
tions covering the lightweight functional vehicle to General Services 
Administration requesting that 250 of such vehicles be purchased. 

Motor vehicle experts in General Services Administration recom- 
mended several changes in specifications to encourage competition. 
The Post Office specifications were found to be unduly restrictive and 
favorable to the components of the Twin Coach vehicle, to the exclu- 
sion of components of equal or superior quality made by several auto- 
motive manufacturers. None of the recommendations of General 
Services Administration were accepted by the Post Office Department. 

General Services Administration then advertised for bids using the 
Post Office specifications. Four bids were received as follows: 


Each 
Mid American Research Corp. (Marco) _.......--..-..---.------- $4, 500. 00 
Detroit International Vehicle Co. (Divco)_..........--.--- 2, 264. 52 
RUG AAE Ie EE WIE CI cna cern ive avis aii cma he a cram cat doen 2, 364. 14 
Puta Come Ces BR Ae ee kh ee ee Se ae 2, 865. 00 


The Marco bid was too high, and the Post Office Department 
previously had found that the company did not have adequate manu- 
facturing facilities. DIVCO and International Harvester took certain 
“exceptions” to the specifications, leaving Twin Coach as the only 
bidder acceptable to the post office. The total difference in price 
between the Twin Coach bid and the low bid of DIVCO was 
$150,037.50. 

General Services Administration officials were concerned about the 
lack of competition due to the restrictive specifications and considered 
the Twin Coach price excessive for the size and type vehicle required. 

Although the Post Office Department could have insisted that 
General Services Administration make the purchase in accordance 
with its specifications, the Department withdrew its requisition 
from GSA and acquired the Twin Coach vehicles on a negotiated- 
contract basis, justifying such procedure on the ground that the 
purchase was for experimental purposes. 

According to the testimony of the Chief Procurement Office of the 
Post Office Department, the normal competitive bid procedure was 
abandoned and the negotiation was adopted to avoid litigation. 
DIVCO had protested against the restrictive specifications and it was 
feared that on protest to the General Accounting Office, an award 
to Twin Coach under a competitive bid would be canceled. On a 
negotiated contract, of course, this danger is not present because only 
one supplier is involved. 
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THE CONTRACTS 


(a) On June 18, 1954, a contract was executed between the Post 
Office Department and Twin Coach providing for the purchase of 50 
vehicles at a cost of $2,865 each, or a total of $143,500. Production 
of these vehicles had started on June 1, 1954. 

(6) On August 23, 1954, another contract was executed for 50 ve- 
hicles at the same unit price, or a total of $143,500. Production of 
these vehicles had started on August 5, 1954. 

(c) On October 26, 1954, still another contract was executed, this 
time for 150 vehicles at the same unit price, or a total of $430,500. 
Production of these vehicles had started on September 15, 1954. 

(d) Although statutory findings were made with respect to each 
contract, no data with respect to the negotiations were kept, as 
required by law. The failure to keep such data was ascribed to the 
fact that the negotiations were oral in nature, consisting of meetings 
and telephonic contacts between departmental and company represent- 
atives. 


(a) Experimental data 

Recognizing that in any bona fide experiment, controls must be 
established, data compiled and records kept, the subcommittee 
repeatedly requested the Post Office Department to furnish such 
experimental data. 

The data submitted in response to these requests show that— 

1. Beginning in January 1954, from 1 to 4 Twin Coach trucks 
were used at various times on a test track in Miami, Fla. 

2. Six trucks and operators were subjected to time tests for 
10 days in Warren, Ohio. 

3. As of March 4, 1955, 25 trucks were in experimental service; 
209 were on mounted city delivery routes; 12 were on mixed 
parcel post, relay and collection routes; 4 were unassigned 
reserves.! 

4. The cumulative hourly cost? of operating the 250 Twin 
Coach trucks was 55.6 cents as of March 1955. (Within a year 
after completion of the experiment, hourly costs had risen to 
58 cents.) 

5. The cumulative hourly cost of operating 115, 2- to 5-year- 
old, one-half and 1-ton conventional trucks was about 60 cents. 
(Higher maintenance costs in older vehicles contribute substan- 
tially to increasing the hourly cost of operation.) 

6. Assuming an hourly cost of 50 cents* and a daily use of 6 
hours,‘ the Post Office Department may save a small amount of 

1 The Department paid s premium of $600 for the functional features of each Twin Coach truck. Where 
these trucks were used in other than experimental service, service which could be performed as well by 
the DIVCO or any other make of truck, this premium was wasted. Accepting the Post Office statistic 
that 225 Twin Coack trucks were used in other than experimental service, the total amount wasted was 
225 times $600, or $135,000. 

?Cost figures were extracted by the Post Office Department accountants from records kept in the 
normal course of business on all t-office trucks 


pos . 
+ As seen above, the actual hourly cost of operating the Twin Coach vehicle through March 1955, was 
a cents, As of March 1956, it was 58 cents, reflecting increased maintenance cost as the vehicle became 
rs) 


er, 
4‘ Except for the month of December 1954, the average daily use of the Twin Coach trucks was con- 
siderably less than 6 hours. For example, in August and September 1954, after deliv of at least 100 
trucks, the records show use of only 3 trucks for an average of 4 hours per day in Miami, Fla. In October 
1955, the records show use of only 77 trucks for an average of about 444 hours per day. In November 1955, 
at the height of the expertmnent, 89 trucks in Cleveland, Ohio, were used for an average of only 2.6 hours 
per = trucks in Warren, Ohio, were used for an average of only 3.4 hours per day. In January 1955, 
26 trucks in Warren, Ohio, were used for an average of only 2.1 hours per day; 40 trucks in Youngstown, 
Ohio, were used for an average of only 2.9 hours per day, 


THE EXPERIMENT 
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money by replacing some private-contract vehicles with Govern- 
ment-owned vehicles. 
7. Assuming a daily 30 minutes saving by providing a postal 
carrier with a functional vehicle in place of a conventional vehicle 
and assuming that the 30 minutes saved actually is captured, 
substantial savings are possible. No evidence that such savings 
actually have been captured was submitted by the Post Office 
Department despite repeated requests therefor, 
(b) Route Experimenting involving Twin Coach trucks 
References were made by post office personnel and Mr. Gunther of 
the Heller Co. to extensive route experimenting involving a two men 
on a truck arrangement know as Secneeteh, While Mr. Gunther 
considered this experiment highly successful as of November 1954, 
and in his final report of December 31, 1954, made fantastic claims 
concerning it, Mr. Banton, then Chief Industrial Engineer of the 
Post Office, testified that it was a failure and was abandoned at all 
locations except Warren, Ohio, in early December 1954. It was 
abandoned at Warren in early spring, 1955. 
It is interesting to note that in an appearance before the House 
Appropriations Committee on February 22, 1955, Mr. Kieb, Assistant 
Postmaster General, testified to the effect that the two-man team 


experiment was still being carried.on and was a huge success. Mr. 
Kieb said: 


The research department is now experimenting with one 
delivery plan which will use 1 truck and 2 men to replace 3 
carrier routes with 3 men plus 1 relay truck. This vehicle 
team will handle not only the delivery problem, but the 
collection problem. These light trucks look as though they 
are not only going to do 41 percent of what the current fleet 
of trucks is doing, but are beginning to take on a much more 
important utility factor. 


(c) Departure from normal experimental procedures 


No substantive evidence was produced by the Post Office Depart- 
ment, to demonstrate that as many as 250 trucks were peided for 
experimentation or that the Department had a sufficient number of 
trained engineers to conduct such large scale experimentation. Indi- 
cative of the normal scope of experimentation of this kind is the 
following statement to the House Appropriations Committee on 
January 11, 1956, by Mr. Norman Mica Assistant Postmaster 
General: 

* * * On new types of vehicles, what we term functional vehicles, 
the Research and Engineering Department makes a comprehensive 
study of design, type and utility of all types of vehicles and test runs 
of those vehicles. One or two or three of them are built, checking the 
engineering features and features that give advantage to the operator 
of the vehicle and makes recommendations then to facilities for pro- 
curement of those vehicles after full test of them. [Italic supplied.] 

Why the customary procedure, outlined by Mr. Abrams, was not 
followed in the case of the Twin Coach trucks is not clear. 

Mr, Gunther stated that the large number of vehicles was needed 
to get comparative data respecting operations over all types of ter- 
tain, flat country, hilly country, types of road conditions. Mr. 
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Kieb testified that the trucks were spread over wide areas of the 
country. The primary justification contained in the findings relating 


to the contract for the purchase of the last 150 Twin Coach vehicles 
is as follows: 


In order to make possible the further experimentation 
necessary to ascertain whether the indicated savings of the 
new delivery system, being developed in northeastern Ohio, 
can be profitably extended to other localities, it is proposed 
to negotiate and contract with the Twin Coach Co. of Kent, 
Ohio, to furnish 150 additional 4 X 2, %-ton experimental 
vehicles. 


The records show, however, that with the exception of four trucks 
used in Florida, practically all of the vehicles were used in northeastern 
Ohio in cities of practically identical terrain and weather conditions. 
These conditions do not represent the extremes which will be en- 
countered in various areas of the United States. 

The subcommittee has been unable to determine when the so-called 
experiment ended. Most of the trucks were used in transporting 
Christmas mail in December of 1954. No proof was offered that 
experimenting was done thereafter. 

fr. Gunther testified that a year of experimentation was necessary 
to obtain conclusive results, but on January 25, 1955, 6 months after 
the purchase of the first 50, and only 2 months after the acquisition 
of the last 150 experimental trucks, the Post Office Department sent 
specifications to GSA for a %-ton sit-stand truck, and on March 23, 
1955, 2,000 such trucks were ordered. 

These specifications, however, were a far cry from the original 
specifications covering the purchase of the Twin Coach experimental 
trucks. 

Comparing the original specifications under which the 250 Twin 
Coach trucks were purchased with the specifications for the 1955 pur- 
chase of the 2,000 vehicles, it appears that the Divco vehicle previously 
rejected by the Post Office Department would meet the latter. 

Mr. Banton indicated that the Divco and International Harvester 

roposals were rejected in 1954 because they bid only on their modi- 
hed standard vehicles. On February 23, 1955, Mr. Kieb testified be- 
fore a House appropriations subcommittee that— 


* * * our specifications now call for standard production- 
line, commercial-type vehicles, with very slight modifica- 
tions. * * * 


Speaking of the procurement of the 2,000 vehicles, he stated: 


The Department does require some slight body modifica- 
tions in order to get a truck that will meet our particular 
needs, but these are of very minor character. 


On December 16, 1953, a few months prior to the acquisition of the 
specially built, nonstandard Twin Coach trucks, Mr. Schlegel, Direc- 
tor of Motor Vehicles, Post Office Department, told the House Appro- 
priations Committee: 

It is the policy of Mr. Kieb and this Bureau to do away 
with specialized bodies where not only the original cost is ex- 


cessive, but we are unable to do anything with them when 
we want to trade them in. They are no good for anything 
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except specialized service. We have found through surveys 
that the regular-type body can do the regular post office job 
and sometimes do it a lot better. 


In his testimony before the subcommittee on June 12, 1956, Mr. 
Kieb conceded that the Twin Coach trucks were not standard or 
regular-type trucks, and they are not widely used by private industry. 

f the statements made to the Appropriations Committee are true 
and the Bureau of Facilities was and is unalterably opposed to the 
acquisition of other than standard vehicles, the question arises as to 
what purpose possibly could be served by experimenting with 250 of 
such trucks costing $731,000. 


(d) Participation of Robert Heller & Associates, Inc., management 
consultants 

As previously indicated, the Heller Co. was employed by the Com- 
mission on Organization of the Executive Branch of the Government 
in 1949 to study and report on Post Office Department operations. 
For these services they were paid $146,000. On March 25, 1953, 
they were employed by the Post Office Department to assist in im- 
plementing the recommendations made in 1949. This employment 
continued under four separate contracts until December 31, 1954, for 
which they were paid $504,519. Eleven employees of the Heller 
group worked on the project, three being assigned to the motor vehicle 
phase under the direction of Mr. Robert Gunther. 

1. It was revealed at the subcommittee hearings that Mr. Gunther 
was responsible initially for arousing the interest of the Twin Coach 
Co. in the construction of lightweight functional vehicles for the 
Post Office Department, and the Twin Coach people worked pretty 
closely with the Robert Heller Associates at that time. 

2. In his appearance (at the request of the Post Office Department) 
before the subcommittee, Gunther indicated that until November 
1954, his group played an important role in the Department’s motor 
vehicle experimentation program. He indicated that considerable 
experimenting had been done with the Twin Coach vehicles. How- 
ever, in support of this, the subcommittee has been supplied with 
only a few bare conclusions which not only contained mathematical 
inaccuracies but, upon analysis, appear to be so grossly exaggerated 
that little validity can be assigned them. 

For example, in December 1954, the Heller group estimated that 
savings of $41 million, chiefly in personnel reduction, could be made 
annually through use of this lightweight functional vehicle. This 
estimate was based on a 2-week operating period at 5 postal stations in 
3 Ohio cities using 48 Twin Coach vehicles. The limited information 
so gathered was then projected to estimate savings which could be 
realized if 25,000 of these vehicles were placed in service. These 
prospective savings evaporated with the failure and abandonment of 
the two-man team operation. Although the Heller conclusions were 
on their face without foundation, the savings estimate apparently was 
accepted without question by the Post ce Department. 


LEASE OF 32 THREE-QUARTER-TON SIT-STAND TRUCKS FROM THE TWIN 
COACH CO. 


1. On April 27, 1955, Mr. Banton, Chief Industrial Engineer, wrote 
to Mr. Kallio, Chief of Procurement, calling his attention to the fact 
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that the Twin Coach Co. had 32 Pony Express trucks available for 
immediate delivery and recommending that the Department nego- 
tiate for their immediate procurement.’ Mr. Banton pointed out 
that while title 41 United States Code, section 5 requires advertise- 
ment for procurement of nonexperimental equipment, there are ex- 
ceptions to this, one being when the public exigencies require the 
immediate delivery of articles. He further stated that the Solicitor’s 
Office had suggested that the negotiated purchase of the 32 vehicles 
be put through under this exception. 

2. On June 7, 1955, Mr. Abrams, Assistant Postmaster General for 
Operation, wrote to Mr. Kieb, Assistant Postmaster General for 
Facilities, urging purchase of the 32 Twin Coach Pony Express 
vehicles at a quoted price of $2,150 each. 

3. On July 27, 1955, Mr. R. D. Schlegel, Director, Division of 
Vehicles, wrote to the Director, Division of Supplies, suggesting, 
among other things, that every effort be made to obtain these vehicles 
for the price of $1,895.69 per vehicle and that a written opinion be 
obtained from the Solicitor as to whether these vehicles could be 
purchased on a negotiated basis. 

4. On August 8, 1955, the Solicitor, Mr. Goff, rendered an opinion 
“that it is very doubtful whether it can be said that a public exigency 
now exists which justifies failure to advertise.’”’ He pointed out that 
more than 3 months had elapsed since the emergency arose and that, 
according to the strict test laid down by the Comptroller General for 
determining whether a public exigency exists which permits procure- 
ment without advertisement, the event must be sudden or unexpected 
or unforeseen. 

5. On August 9, 1955, upon receipt of the above information from 
the Solicitor, the entire file was given to Mr. Kieb. The possibility of 
securing the trucks on a rental basis was discussed. Mr. Kieb 
approved this method of acquisition and instructed the Director, 
Division of Vehicles, to take the necessary action to issue invitations 
to bidders to furnish these vehicles on an hourly contract basis, with 
an optional recapture clause. Mr. Kieb discussed the proposed acqui- 
sition of vehicles on a rental basis with Mr. Abrams on August 11, 
1955, and Mr. Abrams concurred. 

On August 17, 1955, Mr. Schlegel directed the regional manager 
at Atlanta to take immediate action in advertising for 32 wehielée 
as described in the attached specification No. 32-54 revised July 8, 
1955. 

6. On the same day, August 17, 1955, Mr. W. H. Carlson, Washing- 
ton regional manager of the Twin Coach Co. ,wrote the following inter- 
office memorandum: 


To: Walter Smart (vice president). 
c. c. R. B. Leland (assistant to the vice president). 
E. P. Taylor (secretary and treasurer). 

I have been advised by Mr. Schlegel that. the General 
Accounting Office and the Solicitor eet ruled that the 
purchase of the 32 units we have in stock by negotiation 
would be illegal. Therefore, he has set up a lease-purchase 
plan along the following lines: * * * 


5 Despite the existence of this letter specifically referring to the 32 Twin Coach trucks, Mr, Kallio, in his 
testimony denied that he had knowledge at a later time of the availability of these trucks. 
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The memorandum continued with details of the terms of the pro- 

posed invitation to bid and noted that the ‘‘vehicles will be of the 

same specifications as our original order (with minor modifications).” 
The memorandum stated further: 


I have been advised that, in view of the existing procure- 
ment of 2,000 similar vehicles, the stated price in this lease- 
purchase bid must not exceed by 10 percent the price of the 
2,000 vehicles on order. On this basis we shall have to quote 
a stated price of $2,074.50; f. o. b. Kent, plus normal delivery 
charges to Atlanta. 

I further understand that the existing rates for leased 
vehicles of similar capacity in the Atlanta area is approxi- 
mately 50 cents per hour. On this basis, it would take 
approximately 2 years to pay out. However, Mr. Schlegel 
told me that it is his intention to use most of the vehicles on 
two shifts which, of course, will greatly accelerate the 
payments. 

The memo closed: 


I understand the ad will be posted in Atlanta no later 
than August 22, with a closing date 10 days thereafter. I 
will see that you get a copy of the invitation at the earliest 
possible moment and we can decide how to handle it. 


W. H. Cartson. 


At the subcommittee hearing Mr. Schlegel denied that he had 
given Mr. Carlson the specific information contained in the memoran- 
dum. Mr. Carlson also attempted to convey the impression that the 
memorandum merely was a salesman’s “fair weather’ report reciting 
what he hoped were the facts. Mr. Schlegel conceded, however, that 
the information contained in this memo could not have been obtained 
from other than Post Office Department personnel. 

7. On August 19, invitations were sent to 19 suppliers and the invi- 
tations were advertised in the Atlanta daily newspapers with a closing 
date of September 9, 1955, approximately 3 weeks thereafter. 

8. The Twin Coach Co. of Kent, Ohio, submitted the only bid, 
55 cents per hour per vehicle, which was accepted. The contract 
yuaranteed a minimum use of 8 hours per day, 5 days per week, 
or a term beginning October 10, 1955, and ending June 30, 1956, 
subject to renewal by the Department in each successive fiscal year 
and provided that the Department may purchase the vehicles and 
apply rental payments theretofore made to the purchase price of 
$2,150 per vehicle. On this basis, the rental payments would equal 
the purchase price in approximately 23 months. 

9. On September 23, 1955, the Solicitor rendered an opinion as to 
the legality of the lease-purchase scheme. His conclusion was that 
while GSA regulations under the Federal Property and Administra- 
tion Service Act require that new trucks be purchased through GSA, 
the Post Office is not prohibited from leasing trucks and the inclusion 
of a purchase option in the contract did not constitute an illegal 
evasion of this requirement because: 


a Sine he camo gr there may be some thought at the time bids 
were solicited that the vehicles might eventually be pur- 
chased, it is my opinion that the lack of a definite obligation 
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to purchase saves the contract from being one to oe 
evade the requirement that new vehicles be purchased from 
GSA. In the event it should later be decided to purchase 
the vehicles, the above cited GSA regulations would not be 
violated since the vehicles would not be new but would be 


10. The specifications accompanying the advertisement for bids 
on the lease-purchase were substantially the same as the specifications 
which accompanied the contracts for the prior 250 Ewin Coach 
experimental vehicles. The specifications previously had been criti- 
dized by GSA as unduly restrictive and according to the testimony 
of Post Office officials and Twin Coach officials, no manufacturer in 
the automotive industry was producing in late 1954 a truck meeting 
these specifications. 

11. The Twin Coach Co. had manufactured 304 trucks meeting 
these specifications, 254 of which previously had been sold to the 
Post Office Department as experimental vehicles under negotiated 
contracts. The 50 additional vehicles were manufacturer’s overrun, 
the last of which was completed on December 1, 1954. Subsequently, 
18 of these were converted to left-hand drive and sold to private 
companies. The remaining 32 stood idle on the Twin Coach from 
December 1, 1954, until October 10, 1955, the date of the lease- 
purchase agreement with the Post Office Department. 

12, The Twin Coach experimental vehicles were operated at a cost 
of approximately 56 cents per hour including depreciation. The 
hourly payment under the Twin Coach lease was 55 cents per hour. 
Adding the cost of gas, oil, maintenance, etc., the hourly cost of oper- 
ating each of the 32%-ton vehicles would approximate 82 cents per 
hour. (A 2-ton standard truck, twice as large as the Twin Coach 
truck, can be operated for 81 cents per hour, including depreciation.) 
Thus it must be assumed either that the Department officials origi- 
pen d intended to acquire ownership of the 32 vehicles or that they 
deliberately made an uneconomic deal for the Department. 

13. The Director of Motor Vehicles, Mr. Schlegel, testified that 
with the exception of the Twin Coach transaction, the Department 
never has acquired new, light trucks under a lease arrangement of 
this kind. It was conceded by Post Office Department officials that 
with respect to all purchases of vehicles this lease scheme could be 
used to bypass GSA procurement channels. 


LACK OF COOPERATION AND WITHHOLDING OF INFORMATION BY THE 
POST OFFICE DEPARTMENT 


(a) At the outset of the investigation of the Twin Coach transaction, 
the Solicitor of the Department apparently issued orders to all sections 
of the Department that inquiries from sin replies to the subcommittee 
must be cleared with him. This resulted in interminable delays in 
obtaining information and general frustration of the efforts of the 
subcommittee staff to ascertain the facts under investigation. The 
reason underlying his uncooperative attitude was given by the Solicitor 
in his final statement before the subcommittee. He stated: 
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The first thing to my knowledge we knew about this was: 
As I remember there was some investigators who showed up.° 
The only inference that could be drawn from that was that 
the expectation was, or the inference was, that there was 
something crooked and under the table down in the Post 
Office Department or if there wasn’t something crooked, then 
there was to be an investigation in which the judgment of 
some of these investigators was to be substituted for that 
of the responsible officials of the Department who were 
selected for their ability to operate the Department in its 
various agencies and in connection with its operation and 
those delegated to make purchases and to meet the needs of 
the Department. 


(6) The Solicitor further charged that the subcommittee’s inquiry 
into the Twin Coach matter was a politically inspired investigation 
in an election year, to which he othe sre lend his support. At the 
subcommittee hearings, the Solicitor stated that some unnamed 
person, whom he refused to identify, had suggested that the inquiry 
was politically motivated. The Solicitor did not see fit to contact 
either the majority or minority members of the subcommittee to 
determine whether there was any foundation for the advice given 
by his anonymous informant. 

(c) The Solicitor refused to furnish the subcommittee with his 
written opinion concerning the legality of the Twin Coach contracts.’ 
He refused to testify at all concerning the legality of the lease-purchase 
of the Twin Coach trucks. He maintained and still apparently main- 
tains that with respect to contracts involving the expenditure of public 
funds by the Post Office Department, the Committee on Government 
Operations is entitled by way of legal justification only to the signature 
of the Solicitor on such contracts. 

In support of his position the Solicitor stated, but could cite no 
supporting authority, that his opinions were within the attorney- 
client privilege, although he conceded that no attempt had been made 
to obtain his clients’ waiver. He further maintained that such opin- 
ions are matters which, as a matter of principle, must be kept confi- 
dential to the executive branch of Government. 


SUMMARY AND CONCLUSIONS 


1. Having elected to depart from competitive procurement pro- 
cedures and to negotiate contracts involving nearly three-fourths of 
of a million dollars on the ground that they were for the purchase of 
equipment for experimental purposes within the meaning of the 
Federal Property and Administrative Services Act, it was incumbent 
upon the Post Office Department to demonstrate that a bona fide 
experiment had been conducted. This the Department failed to do. 

(a) The “experimental data” submitted indicates that few of 
the 250 vehicles were used experimentally, and then only inci- 

* The first contact of subcommittee staff members with Post Office officials concerning this Twin Coach 
matter was i to a telephonic arrangement and appointment with Mr. Abrams, Assistant 
Postmaster Ge . Nomember of the subcommittee staff ever showed up at the Post Office Department 
without making Be crrenpemente. With one exception, every request from the subcommittee was made 


in writing initially or if verbal, later confirmed and repeated in writing as is shown in the exhibits made a 
part of the record. 


1 The opinions of the Solicitor relative to the lease transaction which are a part of the record were made 
available to the subcommittee by other responsible Department officials, The Solicitor stated he would 
not have released them and he refused to testify concerning them, 
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dentally, the real experimenting, if any, being concerned with 
new route systems and delivery techniques. "No valid compara- 
tive data were compiled. No tests were made as to mechanical 
soundness and durability of the vehicles. No controls or bases 
of comparison were established. Hence, no valid conclusions 
were possible. 

(6) The statutory “findings” or justifications for the negotiated 

urchase of the Twin Coach vehicles for “experimental” purposes 
little foundation in fact, were inaccurate in several respects, 
and false in others. 

(ce) The conelusions of the Heller final report are mere exercises 
in mathematical euphoria. Being so exaggerated, they tend to 
confirm that no experiment in the accepted sense was conducted. 
In light of this, it is perhaps fortunate that the Department did 
not follow many of the Heller recommendations. 

The subcommittee has grave doubts as to whether the Department 
received its money’s worth from the Heller Co. under the contracts 
pertaining to motor vehicles. Moreover, it appears that the Heller 
group played an important role in making arrangements for the 
acquisition of the Twin Coach Co. trucks by the Post Office Depart- 
ment. It is the consensus of the subcommittee that such activities 
a to Government procurement should be handled by responsi- 

le Government employees rather than by temporary special consult- 
ants. 

2. The weight of the evidence points to the fact that the decision 
to acquire a substantial number of the Twin Coach vehicles was made 
early in 1954 and that the designation of the vehicles as experimental 
was a thinly disguised attempt to avoid a competitive procurement. 

The determination by the Post Office Department to negotiate 
rather than advertise in order to avoid litigation constitutes a blatant 
affront to the will of Congress as expressed in the Federal Property 
and Administrative Services Act. e right of unsuccessful bidders 
to lodge protests against the unfair award of Government contracts is 
a safeguard which should not lightly be foreclosed. Certainly, it 
was not intended by Congress that the authority to negotiate con- 
tracts for experimental purposes should be used, as here, solely to 
strip competing companies of their rights. 

3. The failure to record any memoranda concerning the negotiation 
and of necessity the consequent failure to comply with the statutory 
mandate to preserve the data with respect to the negotiation of the 
Twin Coach contracts is without excuse. It raises serious questions, 
still unresolved, as to whether the negotiations were conducted fairly 
and in accordance with sound procurement practices and principles. 
In fairness it should be stated, however, that while the series of Twin 
Coach transactions indicates a certain affinity on the part of the 
Post Office Department for that company’s products, the subcommit- 
tee found no evidence of culpable conduct on the part of any individual. 

4. The lease-purchase arrangement for the acquisition of the 32 
Twin Coach vehicles was an obvious evasion of normal competitive 
procedures. The advertisement for bids was a complete sham to 
give the transaction an aura of propriety. The official documents, 
together with the Twin Coach memorandum made part of the record, 
demonstrate conclusively that the advertisement was a subterfuge. 
The Department knew without doubt that Twin Coach was the'only 









POST OFFICE DEPARTMENT PROCUREMENT OF MOTOR VEHICLES 13 


company which had, or could produce in 3 weeks’ time, 32 trucks 
meeting the 32-54 specifications. In this connection, the advance 
information given to the Twin Coach Co. constitutes a violation of 
title 41, United States Code, section 253, which provides that ad- 
vertisements for bids shall permit full and free competition. 

5. It is the consensus of the subcommittee that such flouting of the 
legal procedures laid down by the Congress to protect the public 
interest is to be deplored. It can only lead to such arrogant contempt 
‘and efftontery toward all committees of the Congress and the Congress 
itself as has been exhibited by the Solicitor of the Post Office Depart- 
‘ment throughout the entire course of this investigation—up to and 
‘including his statement concluding the Post Office Dopaitanenit’s par- 
ticipation in the subcommittee’s hearings. 

he subcommittee specifically points to the statements by the 
Solicitor in the record that his mere signature on the face of an exe- 
cuted contract represented all the !sgal justification to which Con- 
gress is entitled; that the only inference to be drawn from the initiation 
of a congressional inquiry is ‘‘that there was something crooked and 
under the table down in the Post Office Department or if there wasn’t 
‘something crooked, then there was to be an investigation in which the 
‘judgment of some of these investigators was to be substituted for 
that of the responsible officials of the Department’’; and that this 
investigation was politically inspired. 

The Solicitor’s conduct and, indeed, his entire attitude reveal an 
unawareness of his own duties and responsibilities and an unfortu- 
nately contemptuous attitude toward the Congress of the United 
States which cannot be condoned. 


RECOMMENDATIONS 


It is recommended that— 
1. the General Services Administration amend its delegation of 
authority. to the Post Office Department regarding the negotia- 
tion of contracts for experimental purposes to require GSA con- 
currence in experimental purchases exceeding $25,000; 

2. the General Services Administration amend its regulations 
to require agency memoranda which reflect a complete record of 
negotiations in order to conform to the provisions of 41 United 
States Code 257 (d) in areas where correspondence or other docu- 
ments do not supply such information or where there are no 

’ documents which contain such information; 

3. legislation be enacted to prohibit the inclusion of a pur- 
chase option in Post Office Department contracts for the lease of 
new vehicles unless an emergency of indefinite duration requiring 
the immediate acquisition of vehicles is shown to exist; 

4. the Postmaster General be requested to direct the Solicitor 
of the Post Office Department to furnish any information re- 
quested of him by the Committee on Government Operations or 
any subcommittee thereof relating to any matter within the 
jurisdiction of the said committee or subcommittee. 
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ADDITIONAL VIEWS 


The Post Office Department should be credited with the successful 
development of a lightweight sit-stand vehicle for its needs in carrying 
letters, parcels, and other mail. PEPE § 

The Post Office Department aga handles an ever-increasing 
volume of mail and has admirably discharged its responsibilities to 
the American taxpayer. 

It is, therefore, extremely unfortunate that a situation arose that 
was subject to conflict. 

It is equally unfortunate that one of the areas of conflict centered 
on our former colleague, Abe McGregor Goff, who so ably represented 
the First Congressional District of Idaho, and who is now the Solicitor 
of the Department. 

Mr. Goff was an outstanding Member of the House of Representa- 
tives and is performing in distinguished fashion in his present position. 

As Post Office Solicitor, Mr. Goff has tremendous responsibilities 
and is an extremely capable public servant. 

While he was not as cooperative with the subcommittee as he should 
have been under ordinary circumstances, undoubtedly because of the 
great pressures of his heavy responsibilities as Solicitor, we feel with- 
out question that if given opportunity to reconsider his actions, he 
would have felt it in the interest of all concerned to have complied 
with the requests of the subcommittee and would not have been as 
ardent in his defense of the actions of the Department. 

We feel that Mr. Goff is an able and efficient public servant of great 
value and is eminently qualified to continue to render distinguished 
service to the Post Office Department and to the Government of the 
United States. 

Respectfully submitted, 

Crare E. Horrman, 
Crecm M. Harpen. 
CuareENcE J. Brown. 
Guirenarp P. Liescoms. 
B. Carrot Reece. 


(The only other minority members of the committee who were con- 
tacted were Messrs. Jonas, Meader, Younger, and Minshall. Lack of 
time prevented the submission of these views to other minority com- 
mittee members.) 
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Washington, D. C., July 27, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 


Washington, D. C. 
Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the twenty-ninth intermediate 
report of its Subcommittee on Intergovernmental Relations. 


Witiram L. Dawson, Chairman. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


TWENTY-NINTH INTERMEDIATE REPORT 


SUBMITTED BY THE INTERGOVERNMENTAL RELATIONS 
SUBCOMMITTEE 


On July 25, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, 
“‘ “Purchase-Resale’ Transactions of the Commodity Credit Cor- 
poration.” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy to 
the Speaker of the House. 


INTRODUCTION 


This report covers the findings, conclusions, and recommendations 
of the Intergovernmental Relations Subcommittee in its investigation 
of “purchase-resale” transactions of the Commodity Credit Corpora- 
tion. 

The subcommittee’s investigation was undertaken because of its 
responsibility for studying the operations, at all levels, of certain 
Government agencies with respect to economy and efficiency. In- 
cluded among these agencies is the Department of Agriculture, the 
Federal agency which administers programs involving price supports 
on agricultural commodities. In ca ing out price-support provi- 
sions of the eee Act of 1949, the Department of Agriculture, 
through the Commodity Credit Corporation, is authorized to pur- 
chase butter, cheese, and nonfat dry-milk solids. The intent of 
Congress in enacting this legislation was solely to aid the dairy farmers 
of the Nation. 
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In 1954, the Commodity Credit Corporation paid nearly $2% 
taillion dollars to cheese and butter dealers as a result of “purchase- 
resale’ transactions involving those commodities. In the trans- 
actions, CCC “purchased” approximately 85 million pounds of cheese 
and 5 million pounds of butter, which it simultaneously “resold” 
to the origina] owner. The cheese and butter was never moved from 
the warehouses in which it was stored, but CCC paid the difference 
between the “purchase” and “resale” prices to the owners. 


HEARINGS AND INVESTIGATION 


Early in 1955, the Intergovernmental Relations Subcommittee 
began an investigation designed to determine whether the Department 
of Agriculture’s decision to engage in “‘purchase-resale”’ transactions 
was wise or necessary and whether the transactions were carried out 
in a proper manner. The subcommittee’s investigation was also 
intended to ascertain whether the transactions were authorized by 
law andgin the event they were not authorized, what might. be done 
to recover the unauthorized payments. : 

The subcommittee held hearings on June 1, July 18, 19, 20, and 21, 
1955, regarding the “purchase-resale” transactions. An additional 
hearing was held on May 23, 1956, to inquire into the possibility of 
unearned “windfall’’ payments to processors on cheese’ and butter 
sold to CCC during April 1956, and to obtain supplemental informa- 
tion regarding the earlier ‘“purchase-resale” transactions. Although 
the “‘purchase-resale” transactions involved both cheese and butter, 
the subcommittee’s investigation dealt mostly with cheese transac- 
tions. Testimony was received from the following witnesses: 


True D. Morse, Under Secretary of Agriculture and President, Com- 
modity Credit Corporation 

Preston Richards, Vice President, Commodity Credit Corporation and 
mie Administrator for Price Support, Commodity Stabilization 

ervice 

Earl M. Hughes, Commodity Stabilization Service Administrator and 
Executive Vice President, Commodity Credit Corporation 

Walter Berger, Associate Administrator, Commodity Stabilization 
Service and Vice President, Commodity Credit Corporation 

Robert L. Farrington, General Counsel, Department of Agriculture 

Edward Shulman, Deputy General Counsel, Department of ‘Agricul- 
ture 

George E. Cooper, Chief, Commodity Credit Division, Office of the 
General Counsel 

Don 8S. Anderson, Director, Livestock and Dairy Division, Commodity 
Stabilization Service. 

B. J. Ommodt, Chief, Inspection and Grading Branch, Dairy Division, 
Agricultural Marketing Service. . 

John C. Blum, Chief, Standardization and Program Development 
Branch, Dairy Division, Agricultural Marketing Service. 


The subcommittee obtained supplemental information through cor- 
respondence with companies participating in the “‘purchase-resale”’ 
transactions. Additional information was also obtained from the 
Department of Agriculture by the subcommittee staff. Some infor- 
mation requested in connection with the May 23d hearing has not yet 
been furnished by the Department of Agriculture. 
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At the request of the subcommittee chairman, the Comptroller 
General of the United States made a study of the transactions and a 
determination as to whether me were authorized by law. 

- After issuance of the Comptroller General’s opinion, the Department 
of Justice studied the entire matter at the request of the Department 
of Agriculture. 


Legislative authority 

The basic legislative authority for dairy price support is contained 
in section 201 of the Agricultural Act of 1949 (7 U. S. C. 1446). 
Section 201 authorizes and directs the Secretary of Agriculture to make 
available price support to producers for milk, butterfat, and the 
products of milk and butterfat. Subsection (c) provides that the 
price of whole milk, butterfat, and the products of such commodities 
shall be supported at such level from 75 to 90 percent of parity as the 
Secretary determines necessary in order to assure an adequate supply. 
This subsection also provides that price support shall be provided 
through loans on, or purchases of, the products of milk and butterfat. 

Section 406 of the Agricultural Act of 1949 (7 U.S. C. 1426) directs 
the Secretary, insofar as practicable, to announce the level of price 
support for agricultural commodities other than field crops in advance 
of the beginning of the marketing year. Section 406 also provides 
that the announced support level shall not exceed the estimated level 
from 75 to 90 percent of partiy which the Secretary determines 
necessary to insure an adequate supply, based upon the latest infor- 
mation and statistics available to him at the time of the announce- 
ment, and that the announced level of price support shall not be 
reduced during the marketing year if it is later determined to exceed 
the level necessary to insure an adequate supply. 

Section 401 (a) of the Agricultural Act of 1949 (7 U. S. C. 142 (s)) 
directs the Secretary of Agriculture to provide price support author- 
ized or required by the act through the Commodity Credit Corporation 
or other means available to him. The Commodity Credit Corporation 
is an agency and instrumentality of the United States, within the 
Department of Agriculture, subject to the supervision and direction 
of the Secretary of Agriculture (15 U. S. C. 714). Section 4 of the 
Commodity Credit Corporation Charter Act (15 U. S. C. 714b) 
grants broad general powers to the Corporation, including the power 
to sue and be sued and the power to enter into and carry out such 
contracts or agreements as are necessary in the conduct of ite business. 
Section 5 of the Charter Act (15 U. S. C. 714c) provides that the 
Corporation is authorized to use its general powers only for certain 
specified purposes, such as supporting prices of agricultural commod- 
ities. Section 407 of the Agricultural Act of 1949 (7 U. S. C. 1427) 
provides that the soy woe Credit Corporation may sell farm 
commodities it owns or controls. 


Administrative procedures 


Although the Secretary of Agriculture is authorized to utilize loans 
as a method of supporting prices to producers for milk and butterfat, 
no substantial use has been made of this authority. However, the 
Department of Agriculture has made considerable use of the purchase 
authority provided by the Agricultural Act of 1949. 

The Secretary of Agriculture customarily announces in advance 
the percentage of the parity price at which manufacturing milk and 


BACKGROUND 
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butterfat will be supported during the marketing year, which extends 
from April 1 to March 31. Since these commodities are not easily 
storable, the Department makes the bulk of its purchases in the form 
of products of milk and butterfat such as butter, cheese and nonfat 
dry milk solids. The Department announces prices it will pay manu- 
facturers and handlers for butter, cheese and dry milk. These prices 
are calculated by the Department, on the basis of estimated relation- 
ships between the market price of finished products and the prices paid 
to producers for the milk and butterfat from which they are made, so 
as to return the announced percentage of parity to the milk producer, 
Dairy support program, 1950-53 

Announced levels of price support under the Agricultural Act of 
1949 from January 1, 1950, through March 31, 1953, ranged:from 79 to 
90 percent of parity on manufacturing milk and from 86 to 90 percent 
of parity on butterfat. Dollar support levels varied from 3.07 to 3.85 
per hundred pounds of manufacturing milk and from 60 to 69.2 cents 
per pound on butterfat. However, according to the Department of 
Agriculture, the actual average prices received by producérs of these 
commodities during this period ranged from 87 to 96 percent of parity 
on manufacturing milk ($3.35 to $4 per hundred pounds) and from 
92 to 98 percent of parity on butterfat (64 to 74.1 cents per pound). 
Purchase prices paid by CCC from January 1, 1950, to March 31, 1953, 
varied from 60 to 67% cents per pound on butter and from 31 to 38% 
cents per pound on cheddar cheese (p. 39, H. Doc. 57, 84th Cong.). 

Substantial purchases of dairy products were made by the Com- 
modity Credit Corporation during the period from January 1950 
through March 1951. During the 1951-52 marketing year and the 
first 7 months of the 1952-53 marketing year, however, only small 
purchases were necessary and large amounts of butter and cheese were 
soid back to the market at prices above the CCC purchase price. 
From December 1952 through March 1953 purchases again became 
heavy. 

Dairy support program, 1953-54 

On February 27, 1953, the Secretary of Agriculture announced a 
dairy support level of 90 percent of parity for the 1953-54 marketing 
year. On March 12, support prices of $3.74 per hundred pounds for 
manufacturing milk testing 3.95 percent butterfat and 67.3. cents 
per pound for butterfat were announced. The purchase price for 
cheese was set at 37 cents per pound and that of butter at 65.75 to 
66. 75 cents per pound, depending on the loaction at which offered. 

On April 1, 1953, announcement Da-100 was issued by the Depart- 
ment of Agriculture. This announcement described the terms and 
conditions under which the Department was prepared to receive offers 
for sale to the Commodity Credit Corporation of certain types of 
American cheddar cheese. Announcement Da-99, which was issued 
at the same time, gave details of the Department’s butter purchase 
program. 

During the 1953-54 marketing year, the Department of Agriculture 
offered cheese and butter for resale at prices of 39 and 40 cents per 
pound on cheese and 68.75 and 69.75 cents per pound on butter de- 
pending on geographical location. These prices, which were 2 to 3 
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cents higher than the CCC purchase prices, were announced at the 
beginning of each month in the regular CCC list of commodities 
available for domestic sale. 


1954-1956 price levels 


On February 15, 1954, Secretary of Agriculture Benson announced 
that, during the marketing year beginning April 1, 1954, prices of 
manufacturing milk and butterfat sold by farmers would be supported 
at 75 percent of parity. On February 18, the Department of Agri- 
culture announced a support price of $3.14 per hundredweight for 
manufacturing milk and 56 cents per pound for butterfat during the 
1954-55 marketing year. Specific purchase prices of 57% to 58% cents 
per pound on butter and 32% cents per pound on cheese were to take 
effect on April 1, 1954. This was a reduction in CCC purchase prices 
of 8% cents per pound for butter and 4% cents per pound for cheese. 
Changes in support program 

On March 4, 1954 the Department announced that April sales prices 
for CCC dairy products would exceed the April purchase prices by 
the same amounts as March sales prices were above the March pur- 
chase prices. Specific sales prices were announced as 60% to 61% cents 
per pound on butter and 34% to 35% cents per pound on cheese depend- 
ing on location. 

The Department of Agriculture further stated that in order to help 
maintain prices of manufacturing milk in March, cheddar cheese 
could be offered during the remainder of March before it was graded. 
Under Da-—100 cheddar cheese was required to be at least 10 days old 
before grading. The grading change was put into effect by an amend- 
ment to Da—100 issued on March 9. 


The Department also announced on March 4 that offerors of butter 
and cheddar cheese during the remainder of March would be permitted 
to EY a pA & contract to repurchase their own butter or cheese 

e 


during April at the April sales prices. The announcement stated that 
cheddar cheese could be offered in packages previously unacceptable 
to CCC if the cheese could feasibly be repackaged according to stand- 
ard specifications. The announcement explained that “These modifi- 
cations will help sellers vo continue their normal operations and may 
reduce slightly the amount of dairy products that USDA otherwise 
would buy.” Terms and conditions for the purchase and resale 
arrangements publicized on March 4 were issued on March 9 in an- 
nouncement Da-112. 

On March 25, 1954, announcement Da-112 was amended to provide 
for the purchase and resale by CCC of small commercial styles of 
American cheddar cheese which were not eligible for purchase under 
announcement Da-100, The requirement that cheese be packaged 
so that it might feasibly be repackaged into containers meeting CCC’s 
standard specifications was eliminated. 

Under announcement Da-—112 more than 85 million pounds of cheese 
and 5 million pounds of butter were offered to the Commodity Credit 
Corporation and checks totaling well over $2 million were later sent 
to participating business firms. These payments represented the 
difference between the “purchase” and “resale’’ prices for cheese and 
butter offered under Da-112. 
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SUMMARY OF INVESTIGATION 


On February 17, 1955, at the first meeting of the asi ddl ese 
Relations Subcommittee during the 84th Congress, the chairman 
called the “purchase-resale” transactions to the attention of the 
subcommittee. The subcommittee unanimously agreed that an in- 
vestigation should be made, and public hearings were held on June 1 
and July 18, 19, 20 and 21, 1955 with witnesses from the Department 
of Agriculture. 


Previous ‘‘purchase-resale”’ plans 


Programs involving purchase and resale of agricultural commodities 
were carried out by the Commodity Credit Corporation in connection 
with wartime price ceiling legislation. ‘‘Purchase-resale” transactions 
also would have been legally permissible under the Agricultural Act 
of 1948, which authorized the Secretary of Agriculture, through the 
Commodity Credit Corporation, “to support jonny of agricultural 
commodities to producers through loans, purchases, payments, and 
other operations.”” This provision was a part of title 2 of the Agri- 
cultural Act of 1948, which was scheduled to go into effect on January 
1, 1950. Before title 2 became effective, the Agricultural Act of 1949 
was enacted. This act provided for the support of most agricultural 
commodities “through loans, purchases, or other operations.”” How- 
ever, section 201c of the 1949 act, which provided price support for 
dairy products, omitted the phrase “other operations” and authorized 
only purchases and loans. 

A number of dairy industry groups had advocated use of purchase- 
resale programs on dairy products in 1953 and 1954. 

On March 19, 1954, W. A. Wentworth, an executive of the Borden 


Co., appeared before the House Committee on Agriculture as a repre- 
sentative of the Dairy Industry Committee, a committee composed of 
official representatives of seven national dairy associations whose 
members are engaged in the processing, distribution, manufacture, 
and production of dairy products. According to his own statement, 
Mr. Wentworth was speaking for a mjor segment of all business organi- 
zations in the dairy romseate” (p. 2953, Hearings on Long-range Farm 


Program). Mr. Wentworth testified in favor of what he called a 
rh ape and sell back program by which a manufacturer would sell 

utter or cheese to the Government and buy it back immediately at a 
lower price. Otie Reed, Washington representative of the National 
Creameries Association, who testified with Wentworth, stated that the 
plan was under consideration by the Department of Agriculture and 
that “we are advised that it would be necessary to have additional 
legislation before this program could be instituted.” Reed recom- 
mended that section 201c of the 1949 act be amended to authorize 
“other operations” in the support of dairy products (p. 2996, Hearings 
on Long-range Farm Program). 

A similar plan had been submitted by industry members of the Agri- 
culture Department’s Dairy Industry Task Committee at a meeting 
in November, 1953. Entitled “Plan B,’” the recommendation pro- 
posed that ccc buy all butter in storage and resell it simultaneously 
to the owner at a lower price. Among the five industry representa- 
tives signing this proposal (all of whose firms later received Da—112 
ages was Arthur Sigmund, a vice president of the Kraft Foods 

Oo. 
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In legal opinions issued by the Solicitor of the Department of Agri- 
culture on May 7 and October 13, 1954, which were later confirmed 
by opinions of the Attorney General, the Solicitor of the Department 
of Agriculture decided that “purchase-resale”’ programs proposed by 
the industry were not authorized by either the Agricultural Act of 
1949 or later amendments made in the Agricultural Act of 1954. 
Development of Da-112 program 

Don S. Anderson, Director of the Livestock and Dairy Division, 
Commodity Stabilization Service, could clearly recall only two con- 
ferences on the Da-112 p within the Department of Agriculture, 
but said there might have been others. He described one of the con- 
ferences as a discussion of the amendment permitting cheese produced 
in March to be offered to CCC before being graded (which was actually 
an amendmerit to announcement Da-100), and the other as a meeting 
in the office of Dean Rudolph J. Froker, of the University of Wiscon- 
sin, a member of the Commodity Credit Corporation Advisory Board. 


Industry interest in Da-112 program 


Among those attending the meeting in Dean Froker’s office was 
Carl J. Berst, described by Anderson as “one of the smaller manu- 
facturers in Wisconsin.”’ Anderson stated that the Da-112 program 
“was probably developed with less industry consultation than most 

rograms” and that from his recollection the two biggest companies, 
t and Borden, “exhibited less interest” in the p m than the 
smaller ones. Anderson added that he seemed to recall receiving one 
call from an executive of the Borden Co. He later remembered a visit 
from Melvin Brightman, executive secretary of the Dairy Industry 
Committee, who left an analysis of a proposed purchase-resale 
program with Anderson. Anderson stated that the possibility of 
advance information of Department action slipping out to industry 
“is a possibility that we have got to be on guard against all the time.” 


He commented that “believe me, sir, they try” to get advance infor- 
mation, 


Adoption of Da-112 program 

The proposed Da-112 “purchase-resale” program apparently was 
prepared by officials of the Livestock and Dairy Division and, in ac- 
cordance with normal procedure, submitted to the Solicitor’s office 
for legal approval. Mr. Anderson did not know if an estimate of the 
expected cost of the program was prepared. There was no investi- 
gation to determine how much cheese and butter might be offered 
under the D adeecteay 

Mr. Anderson testified that in major decisions it was customary 
for the Solicitor (now called the General Counsel) to prepare a written 
opinion. Anderson added that. he believed Da-112 ‘‘was a relative 
minor change” although he indicated he was aware at the time that 
there might be some problem with respect to whether it constituted 
an unauthorized subsidy payment. However, Anderson did not 
request a written legal opinion. 

eorge Cooper, Chief of Commodity Credit Division, Office of the 

General Counsel, testified that he had approved Da~112 as to logality. 
Cooper did not write an opinion, but indicated his approval by 
initialing a proposed press release on Da-112. Cooper stated he 
spent about 4 hours in reaching a decision on the question, and about 
an hour in conference with Edward Shulman, Deputy Solicitor. 
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Cooper said that it was customary in cases involving routine matters 
to simply initial documents to indicate legal approval. He acknowl- 
edged that he had never before given an opinion on a transaction of 
the same nature as Da~112. Cooper testified he initialed a rough 
draft of the Da-112 press release at about 5 o’clock the day before it 
was issued, after being told that it was very essential to get it out 
“without any further delay.’”” Cooper added that he considered 
Da-112 an important transaction and normally would have taken time 
to write a formal opinion. Cooper admitted that it was general 
knowledge in the Solicitor’s office that the “purchase-resale’’ plan pro- 
are by the dairy industry was not authorized under existing legis- 
ation. 

Walter Berger, Vice President of the Commodity Credit Corpora- 
tion, indicated that the Da-112 program was submitted to Secretary 
Benson and received the Secretary’s approval as well as that of the 
Board of Directors of the Commodity Credit Corporation. Berger 
said the program was discussed with the Commodity Credit Advisory 
Committee just prior to going to the CCC Board of Directors. The 
only 1954 meeting of the Commodity Credit Corporation Advisory 
Committee prior to adoption of Da-112 was held on February 12 
and 13. Minutes of this meeting make no mention of any discussion 
of Da-112, however, they do refer to a “closed session’’ in which 
Board members met with the Secretary. Minutes of the closed 
session have not been furnished to the subcommittee. 

According to a letter received from the Department of Agriculture, 
Da-112 was not formally approved by the Board of Directors or the 
Secretary. The letter, which contended that Da-112 was fully 
authorized under prior action by the Board authorizing purchase of 
dairy products and also authorizing sales, stated that the original 
copy of the press. release announcing the program bears initials of 
a number of officials, including True D. Morse, Under Secretary of 
Agriculture and President of Commodity Credit Corporation, indi- 
cating approval of Da-112. 


Provisions of Da-112 


Da-112 stated that owners or consignees of American Cheddar 
cheese could offer to sell such cheese to CCC provided they simul- 
taneously offered to repurchase the identical cheese from CCC. 
The terms of Da-112 required that the offer to sell and repurchase 
cheese be made in one document as a single proposal. Acceptance 
of this proposal by CCC thus was to result in a single contract by 
which the offeror agreed to sell to and repurchase from CCC the 
same cheese. Da-112 provided that the acceptance of offers to 
sell and repurchase could be made not later than March 31, 1954. 

Da-112 stated that “Delivery to CCC and transfer of title shall be 
effected at the location at which [the cheese] is graded and at the 
time at which it is graded or when the offer is accepted, whichever is 
later” subject to its meeting quality requirements, Cheese was to be 
graded not later than April 30. Da-112 also stated that delivery 
of the cheese to CCC in accordance with the above requirements 
“shall effect redelivery by CCC to the offeror on April 1 or on the 
date CCC takes delivery, whichever is later.” 

Da-112 provided that cheese “must be located in storage suitable 
to CCC, including storage at offeror’s plant or warehouse.” The 
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cheese was to remain in the place and in the form in which graded from 
the time of grading until delivery to CCC and redelivery to the offeror. 
Failure of the offeror to hold the cheese until redelivered by CCC 
rendered the contract void. Da-112 stated that any storage, handling, 
or transportation charges connected with the sale and repurchase 
were to be paid by the offeror, who also had to assume risk of loss 
during the entire transaction. 

Da-112 provided that cheese would be acceptable in commercial 
packages, so long as it was packed in such a way as to make it feasible 
to repackage into containers meeting CCC requirements. 

Da~112 also stated that the cheese was to be repurchased by the 
offeror at the CCC sale price effective on the date of repurchase re- 
en of the quality or condition of the cheese, it being agreed that 
or the purpose of the transaction the cheese would be the same grade 
and quality on the date of repurchase as on the date of sale. 

Settlement was to be made after completion of the entire transaction, 
through payment by CCC to the offeror of an amount equal to the 
net difference between 37 cents per pound (the March purchase price 
for cheese) and either 34% cents per pound or 35¥% cents per pound (the 
April CCC sales prices for cheese in various sections of the country). 
Consequently, offerors would receive a payment of 1% or 2% cents per 
pound on Yas cheese depending on the part of the country in which it 
was stored. 


Differences between Da-112 and Da-—100 


There were a number of significant differences between the provi- 
sions of announcement Da-112 and those of announcement Da-100. 
Da-100 contained detailed provisions for physical delivery of cheese 
to CCC; Da-112 provided that the cheese remain at all times in 
its original location. Da-100 stated that.manufacturing plants found 
to be operating under unsatisfactory sanitary conditions would not 
be eligible for delivery of cheese to CCC; this provision was left out 
of Da-100. (Mr. Anderson testified that “we overlooked it, ap- 
parently”.) Da-112 included a clause providing that inspectors 
“are not authorized to accept or reject a commodity,” which was not 
contained in Da-100. Da-100 contained rigid specifications for 
packaging of cheese offered to CCC; under Da-112 packaging regula- 
tions were relaxed and offering of cheese marked with brand names 
was permitted. Under Da-100, cheese offered had to be free of any 
lien or encumbrance; Da—112 allowed both owners and consignees to 
offer cheese. Under Da-112, CCC obtained physical possession. con- 
trol over and all rights to cheese offered; Department of Agriculture 
witnesses were unable to name a single substantial right obtained by 
CCC to cheese offered under Da—112. 

Inclusion of small styles under Da-112 

On March 25, 1954, an amendment to Da—112 was adopted allowin 
the sale snd repurchase of small styles of Cheddar cheese. CCC h 
previously purchased only larger sizes because, according to Don 
Anderson, ‘market prices of the small sizes normally are highest and 
these sizes ordinarily would not be offered to CCC at its buying price 
for larger styles.” The amendment also eliminated the provision 
that cheese offered had to be packaged in such a manner that it would 
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be feasible to repackage it according to CCC specifications. The 
feasible provision, Anderson said, was originally included because— 


we were trying to prevent, insofar as possible, the sale to Com- 
modity Credit Corporation of cheese that would not normally 
be sold to Commodity Credit Corporation, so we said if the 
cheese was in some shape or form that could not be put into 
* * * an acceptable package, we would not accept it. 


Anderson explained that the March 25 amendment was to take care of 
the small styles: because “I suppose it. would have been impossible tr 
repackage these small styles to meet our packaging requiréments.”’ 

The amendment, in contrast to Da-112 itself, was approved by the 
CCC Board of Directors at a meeting on March 23, 1954. The min- 
utes of this meeting point out that Da-112 operations were then lim- 
ited to large styles, and state that— 


such limitation has the effect of discriminating against 
processors who have produced and stored small styles which 
are more acceptable for merchandising through normal chan- 
nels of trade. It was the consensus of the Board that such 
provision was unfair and should be corrected immediately, 
since it was not the intention of the Department that the 
"pi dows should benefit only those processors who had not 

een carrying on an active merchandising campaign and 
who had been merely preparing their cheese in a style ac- 
ceptable for sale to CCC. 


Anderson told the subcommittee that he became acutely aware 
of the small style problem between March 9 and March 25 because 
“certain cooperatives found out they had a large inventory on hand.” 
He identified the firm most concerned as the Consolidated Dairy 
Products Co., a west coast cooperative. R.S. Waltz, manager of the 
Consolidated Co., was a member of the Department of Agriculture's 
Dairy Industry Task Committee. 

On March 31, 1954, the CCC Board of Directors discussed the possi- 
ble inclusion of Italian and similar type cheeses under the Da-112 
operations, but decided against it on the ground that complications 
involved in the proposal were too great to allow its implementation 
during the short time remaining and that the action would not help 


a more effective price support on manufacturing milk during 
arch. 


CCC dairy support transactions 


More than 90 million pounds of cheese was offered to CCC under 
the terms of announcement Da-—112, although payments were made 
on only about 85 million pounds. Seventy-seven million pounds of the 
cheese offered pursuant to Da-112 was tendered on or after March 25, 
the date on which packaging requirements were eliminated and the 
program was enlarged to cover small styles of cheese. In addition to 
the cheese offered under Da—112, about 95 million pounds was pur- 
chased by CCC under announcement Da-100 in March 1954 alone. 
Total purchases of cheese pursuant to Da~100 during the 1953-54 
marketing year were more than 370 million pounds. More than 5 
million pounds of butter was offered under Da-112 in March, while 


butter purchases under announcement Da-99 were about 80 million 
pounds. 
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The Kraft Foods Co. offered more than 29 million pounds of cheese 
under Da-112—about a third of the total. Other firms offering large 
amounts included the Borden Co., 11 million pounds; C. J. Berst & 
Co., 5 million pounds; the National Biscuit Co., 4% million pounds; 
A. & P. Stores, 3% million pounds, and Safeway Stores (Superior 
Cheese Co.) 2% million pounds. The Tillamook County Creamery 
Association, a cooperative, offered 4% million pounds of cheese. 
More than 100 firms offered cheese under Da-—112; but, 10 firms 
offered more than two-thirds of the total amount. Payments made 
pursuant to Da-—112 totaled about $2.1 million. Kraft and Borden, 
the two largest operators, received about $1 million, nearly half the 
total. About 10 percent of the payments went to cooperatives. 

Forty-seven firms received payments on butter totaling $280,000. 
About one-fourth of this total went to cooperatives, including $44,000 
to the Challenge Cream & Butter Association of San Francisco. 
Fifteen concerns received payments on both butter and ciicese. 


Claimed accomplishments of Da-112 program 


Walter Berger, Vice President of the Commodity Credit Corpora- 
tion, contended Da-—112 accomplished the following four objectives: 
1. Helped to keep prices paid to dairy farmers nearer the sup- 

port level through the month of March. 

2. Gave the consumers of America the immediate benefit of 
lower cost of dairy products, which helped the farmer by increased 
consumption. 

3. Prevented a temporary shortage and consequent loss of 
a of dairy products by keeping consumer pipelines 
ull. 

4. Saved the CCC money, primarily by eliminating shipping 
and warehousing costs, 


Little evidence of benefit to dairy farmer 


George Cooper, chief Commodity Credit Corporation legal officer, 
testified that although he believed the farmer got some benefit from 
changes made under Da-112, the most important benefit to the farmer 
came from the amendment in grading regulations under announcement 
Da-100. Don Anderson also said he thought the grading change was 
most important to the farmer. While expressing a belief that the 
farmer received some benefit from Da-—112, Anderson admitted that 
“There is no positive statistical proof that we can supply you.” He 
added that the benefits of Da-112 were “probably split between the 
farmer and the manufacturer.”’ 

Department witnesses confirmed that, although the Department 
purchased dairy products on the basis of 90 percent of parity during 
the 1953-54 marketing year, the dairy farmer received only 84 percent 
of parity because of increased margins taken by processors. 

In March 1954, while the support level on manufacturing milk was 
still at 90 percent of parity ($3.74 per hundred pounds), farmers 
received an average return of only about 80 percent ($3.34 per hundred 
pounds). Despite the fact that Da-112 was in effect, the price paid 
to farmers during March was only slightly above the lower support 
level expected to take effect in April. Consequently, when the support 
price on manufacturing milk fell 60 cents to $3.14 per hundred pounds 
on April 1, the price paid to farmers dropped only 20 cents to $3.14. 
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With the exception of those payments made to cooperatives, little 
evidence was found that the dairy farmer derived any benefit from 
Da-112. The subcommittee learned through questionnaires that 
more than half the firms receiving payments on cheese did not manu- 
facture cheese and had not purchased manufacturing milk. Com- 
paratively little of the cheese involved was produced in March 1954; 
most of it was 1953 production and some dated back as far as 1951. 


No evidence of immediate benefit to consumers 


Although witnesses before the subcommittee contended that reduced 
support price levels were immediately passed on to the consumer, 
the Dairy Situation, a publication of the Agricultural Marketing 
Service, told a different story regarding cheese. In its June 17, 1954, 
issue, the publication stated that— 


The reductions in retail prices for dairy products, with the 
exception of butter, have been less than equivalent to the 
reduction in support levels for manufacturing milk. Cheese, 
for example, showed a retail price decline of 1.2 cents per 
pound from March to April 1954, while the decline in the 
price paid by CCC to support manufacturing milk prices 
was 4.75 cents per pound, about 4 times the reduction to 
date in retail price. 


No evidence was presented to indicate that Da-112 had anything 
to do with the small decline in cheese prices which did occur. Since 
the support price of cheese declined 4% cents “os pound on April 1, 
a drop in the retail price of cheese would have been expected without 
Da-112. 

Temporary shortage of cheese 


Reports from Wisconsin indicated that Da-112, instead of prevent- 
ing a temporary shortage of cheese as claimed by the Department 
of Agriculture, may actually have been the cause of a temporary 
shortage of the small styles normally sold at retail. The Daily 
Market Report for Dairy and Poultry Products, issued by the Agri- 
cultural Marketing Service, contained the following information on 
Wisconsin primary markets on April 1, 1954: “Available supplies of 
small styles short of trade requirements. Many shipments held up 

ending release of stocks sold to and repurchased from CCC under 

a-112.” 


Cost of Commodity Credit Corporation 


Agriculture Department witnesses contended that even if Da-112 
had not been issued manufacturers could have sold cheese to CCC 
at the 37-cent support price in March under Da-100 and repurchased 
the identical cheese in April at 34% cents, under CCC’s established 
policy of offering cheese for sale at 2 cents above the current support 
price. They stated that Da-112 simply facilitated this transaction, 
saving CCC the unnecessary expense of paying transportation and 
storage charges. 

Don Anderson testified that packaging requirements were waived 
on Da-112 cheese because it seemed an unnecessary cost to industry. 
He said he had been told by the industry that they would repackage 
cheese if necessary. According to Anderson, C’s action in not 
requiring repackaging helped the manufacturer but was not a loss to 
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CCC. Anderson said he did not believe that the cost of repackaging, 
if it had been required, would have been sufficient to discourage 
offering of cheese on which Da-112 payments were made. He ad- 
mitted, however, that this was just a “guess”, and told the sub- 
committee he had not made any investigation of repackaging costs. 

The Department of Agriculture later estimated the cost of repack- 
aging cheese at about 1% cents per pound. Since the margin between 
“purchase” and “resale” prices under Da-112 was only 1% cents for 
cheese stored on the east or west coast, it is unlikely that any sub- 
stantial amount of cheese stored in these areas would have been offered 
and repurchased under Da~-100. 

It is obvious that the Da-112 program cost the Commodity Credit 
Corporation at least $300,000 which it otherwise would not have 
spent. This was the cost of payments on small styles of cheese which, 
prior to Da-112, had not been purchased by CCC and were not 
eligible for purchase. 

There is evidence, also, that comparatively little of the Da-112 
cheese would have been sold to CCC under Da-100. Much of the 
cheese involved in Da—112 payments was cured cheese, which has a 
much higher value than the fresh cheese normally purchased by the 
Commodity Credit Corporation. Much of this cured cheese had cost 
the owners substantially more than the 37-cent support price, and 
could have been sold on the commercial market for more than 37 
cents during March 1954. Wisconsin cheese which had been aged for 
6 months or more, for example, was quoted at from 48 to 52 cents 
per pound on the Philadelphia market late in March 1954. Early 
in April 1954, after the drop in the support price of cheese, the same 
price levels were quoted. Some cheese, such as that on which pay- 
ment was claimed by the National Biscuit Co., was particularly 
valuable to its owner because it had been specially selected and aged 
for a particular use. It would have been difficult, if not impossible, 
to obtain cheese with the desired qualities on the open market. 

The subcommittee asked each firm receiving a pavment under 
Da-112 whether it would nave sold its cheese to CCC even if the 
cheese nad to be repackaged and was to be retained by the CCC. 
Only 13 companies stated affirmatively that they would have sold 
part or all of their cheese undersuch circumstances. Forty-three 
stated flatly that they would not have sold their cheese. 

Benefits to participating firms 

Many of the firms participating in the Da-112 program were not 
manufacturers of cheese, but were wholesalers, retailers, and even 
consumers. Among the firms receiving payments, for example, were 
the H. J. Heinz Co., which uses cheese in manufacturing spaghetti; 
the National Biscuit Co., which makes cheese crackers; the Stauffer 
Co., a restaurant chain which serves cheese to its customers; and a 
large number of grocery chains which sell cheese at the retail level. 
The Campbell Soup Co. also offered a large quantity of cheese under 
Da-—112, but did not close the deal. A majority of the firms involved 
in Da-112 had never before sold dairy products to the CCC, and 
comparatively few were on the mailing list to receive announcements 
of dairy price support activities. 

USDA officials conceded that much of the milk used in manufactur- 
ing dairy products offered under Da-112 probably had been purchased 
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before issuance of the announcement. However, they contended 
they were simply passing back to the processor money he had pre- 
viously paid out because of the competitive situation created by the 
price support program. Since processors could sell cheese to CCC at 
90 percent of parity and paid the farmer an average of only 84 percent 
for his manufacturing milk during the 1953-54 marketing year, it 
seems unlikely that the processors needed any reimbursement for their 
generosity to the dairy ato 

The decision to include small styles, announced 6 days before the 
end of the 1953-54 marketing year, seems obviously designed as ‘“in- 
ventory protection’’, rather than price support. With the exception 
of cooperatives, Anderson admitted it might be difficult to show any 


— to the farmer from purchases of small styles from commercial 
rms. 


Activities of Kraft Foods Co. 


The Kraft Foods Co. was particularly active in the Da-112 program. 
A. W. Sigmund, a Kraft vice president, was a member of a five-man 
advisory group which recommended a “purchase-resale” program for 
“inventory protection” in November 1953. Sigmund sent letters to a 
number of Kraft’s larger customers urging them to take advantage of 
the Da-112 program even before the terms of the announcement had 
been issued. Kraft later sent its customers a printed circular telling 
them how to obtain a Government payment on cheese sold them by 
Kraft. In some cases, Kraft even did the necessary paperwork so 
that all its customers had to do was sign their name and wait for a 
Government check to arrive. 

In a letter to the subcommittee, the Kraft Co. indicated that a 
number of its offers of cheese under Da-112 had been accepted by 
CCC after the March 31 deadline. Kraft later advised that its letter 
was in error; however, it appears that at least one offer by Kraft was 
accepted after March 31. 


Offer of cheese by owner or consignee 


Da-112 provided that cheese could be offered by the owner or the 
consignee. No specific provision of Da—112 prohibited offering of the 
same cheese by both the owner and the consignee, although the 
Department of Agriculture indicated to the subcommittee that the 
terms of Da~112 were not intended to allow such duplicate offering. 
Department witnesses testified that it would be “next to impossible” 
to change markings on cheese in order to offer the same cheese over 
again after it had once been inspected. However, it was admitted 
that graders had no instructions to reject cheese that had previously 
been graded and that no comparison was made of grading certificates 
to determine whether payments had previously been made on cheese 
offered under Da-—112. 

The subcommittee learned that some cheese had been purchased by 
CCC under announcement Da-100 in 1953 or early 1954, sold to the 
trade under its regular sales announcements and later offered to COC 
for the second time under Da~-112. 


Unreported stocks of cheese 
The amount of cheese offered to CCC during the first 3 months of 
1954 was actually greater than the total available in commercial hands 


at the time, according to Agriculture Department statistics (which 
the Department says are incomplete). 
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Agriculture Department statistics indicate that 240 million pounds 
of American cheese was produced during January, February, and 
March, 1954. Consumption during the same period was 190 million 
pounds. Reported stocks of cheese not held by CCC amounted to 
174 million pounds on January 1, and 130 million pounds on March 31, 
indicating a net withdrawal of about 45 million pounds from com- 
mercial storage. Thus production and storage withdrawals totalled 
285 million pounds, leaving about 95 million pounds available after 
subtracting consumption. CCC purchases during January, Febru- 
ary, and March totaled 150 million pounds and an additional 85 
million was offered under Da-112. 

The Department of Agriculture explained the discrepancy in its 
statistics as follows: 


It appears that the unreported stocks of Cheddar cheese, in 
the forms of natural cheese and process cheese and cheese 
foods, owned by the trade, in transit and in floor stocks, 
were greatly reduced during the January-March 1954 quarter 
and that this made possible the large sales of cheese to CCC 
and the maintenance of consumption during that period. 

Legality of Da-112 transactions 

Officials of the Department of Agriculture readily acknowledged 
that the CCC had no authority to make payments to processors on 
dairy products, and was limited to purchases or loans in its price 
support operations. However, they contended that Da-112 was an 
authorized use of CCC’s purchase authority and its authority to sell 
products it owned or controlled. It was contended that the Da-112 
transactions were significantly different from ‘‘purchase-resale’’ pro- 
grams proposed by industry, which were held unauthorized by both 
the Solicitor of the Department of Agriculture and the Attorney 
General. According to Don Anderson, the “significant difference” 
was that the industry programs provided for payment on all cheese 
that qualified. However, the subcommittee found that all cheese 
that qualified was accepted under Da—112 during the time it was in 
effect, and the program was even expanded to cover styles of cheese 
never before accepted by CCC. 

Although legal officers of the Commodity Credit Corporation told 
the subcommittee that it was their intention under Da—112 to enter 
into a legitimate purchase in every sense of the word, they were unable 
to name a single substantial right they acquired to cheese offered 
under the terms of Da-112. The Department representatives ad- 
mitted they had no right to move the cheese they supposedly “owned,” 
no right to change its form, no right to sell it to anyone else, no right 
to keep the cheese and no right even to look at it without permission 
of the offeror. 


Comptroller General’s decision 
On July 29, 1955, the subcommittee chairman wrote to the Comp- 
troller Genera! regarding the subcommittee’s investigation of “‘pur- 
chase-resale” transactions. The chairman stated that— 
Information obtained by the subcommittee has raised a 


serious question as to the legality of these transactions and 
the payment of approximately $2 million as a result thereof-— 
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and asked the Comptroller General to advise him whether, in his 
opinion, the— 


transactions entered into pursuant to announcement Da-112 
and the payments made as a result thereof were authorized 
by the Agriculture Act of 1949 or other applicable legislation. 


About the 1st of August, a legal memorandum from the Department 
of Agriculture defending the Da-112 transactions was presented for 
consideration by the Comptroller General. 

On August 15, 1955, the Comptroller General advised the Chairman, 
in Opinion B-124910 that— 


it is our opinion that the Da-112 transactions were not 
premised upon bona fide ‘‘purchases” within the meaning of 
the Agriculture Act of 1949 and, consequently, that pay- 
ments thereunder were unauthorized and improper. 


In the Opinion, the Comptroller General stated that— 


the conditions of Da—112 fail to disclose any element of prop- 
erty interest passing to the Government that normally would 
be indicative of or prerequisite to a bona fide purchase. 


On August 15, the chairman transmitted a copy of the Comptroller 
General’s opinion to the Secretary of Agriculture with the request 
that the Secretary advise as soon as possible what action the Depart- 
ment of Agriculture intended to take regarding it. 


Subsequent developments 


Under date of September 2, 1955, a letter from the Department of 
Agriculture signed by Earl L. Butz as Acting Secretary was received 
stating that “‘we are referring the entire matter to the Attorney 
General for study and determination as to what legal action, if any, 
is warranted in the premises.’”’ A request by the subcommittee on 
September 6 for a copy of the Department’s letter of transmittal to 
the Attorney General disclosed that no such letter had been written, 
but that an unidentified representative of the Office of the General 
Counsel of the Department of Agriculture apparently had orally re- 
ferred the matter to an unidentified representative of the Department 
of Justice. On September 23, 1954, a letter was written by the 
Department of Agriculture to the Attorney General to ‘‘confirm the 
oral conversation’ by representatives of the two departments. 

On October 13, 1955, in view of the fact that the Comptroller 
General’s opinion did not specifically mention payments on butter, 
the subcommittee chairman asked the Secretary of Agriculture 
whether ‘‘there are any significant facts which differentiate the butter 
payments from the cheese payments.” Under date of October 25, 
1955, True D. Morse, Under Secretary of Agriculture, advised the 
subcommittee that the Department was “treating transactions with 
respect to butter and cheese the same.” 

Despite additional requests for information as to the action planned 
by the Department of Agriculture, this information had not been 
received by February 13, 1956. On that day, the subcommittee 
chairman wrote to the Attorney General inquiring as to the nature 
of any proposed reply the Attorney General interded to make to the 
Secretary of Agriculture ard when it would be made. Under date of 
February 15, 1956, the Attorney General advised that— 
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Our study is completed, and I am endeavoring to set up 


a conference with the Secretary of oo oo this week to 
fully acquaint him with the results of our study. 


On April 13, 1956, the chairman asked the Secretary of Agriculture 
to appear before the subcommittee on any date selected by the Sec- 
retary up to and including April 27. Under Secretary Morse replied 
on April 20, indicating that the Secretary had other commitments. 

On April 22, 1956, at a press conference the Secretary, in referring 
to the Da-112 transactions, stated that “we don’t think there is 
anything out of line or illegal in this case.” 

On April 27, 1956, the chairman met with the Attorney General 
and was informed that the Justice Department agreed with the Comp- 
troller General’s ruling and would demand return of the unauthorized 
payments. The Attorney General said that the Justice Department 
would file any necessary legal action in the event that volunta 
refund was not made. While the chairman was in conference wit 
the Attorney General, the Secretary of Agriculture issued a statement 
that the Department had been informed that the Attorney General 
would initiate “one or more suits in order to obtain a judicial determi- 
nation of the validity” of the Da—112 transactions. 


Legal action 


On May 8, 1956, the Justice Department filed suit on behalf of the 
Commodity Credit Corporation “to recover moneys of the United 
States erroneously and illegally paid” to three companies. The suits, 
which were filed in the Federal district court in Baltimore, were against 
the National Biscuit Co. for $108,693.78, A. & P. Stores for $109,- 
572.55, and Swift & Co. for $34,366.56. On June 13, action was 
instituted in Philadelphia against Kraft Foods Co. for recovery of 
$692,293.72 and against the H. J. Heinz Co. for $24,865.77. 


1956 CCC transactions 


The subcommittee has not completed its investigation of trans- 
actions involving possible “windfall” payments to cheese and butter 
dealers by the Commodity Credit Corporation in April 1956, and 
therefore does not deal with them in this report. 


CONCLUSIONS 


1. “Purchase-resale” transactions under announcement Da-112 were 
unauthorized and improper and the illegal payments made pursuant 
to its terms should be recovered 

The General Accounting Office, which has responsibility for render- 
ing of legal decisions pertaining to governmental fiscal matters, stated 
in Comptroller General’s Opinion B-124910 on August 15, 1955, that 
the Da-—112 transactions were ‘‘unauthorized and improper.” 

The Attorney General of the United States has since filed suit for 
recovery of a number of the illegal payments and has demanded return 
of the others. 

The subcommittee believes, on the basis of evidence disclosed in its 
investigation, that these actions are proper and necessary. 


2. The Da-112 program was adopted under questionable circumstances 


In the opinion of the subcommittee, the action of officials of the 
Department of Agriculture in approving the Da-112 program with- 
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out a written legal opinion is subject to serious question in the light 
of the general knowledge at that time in the Department that similar, 
if not identical, programs were not authorized by law. 

The subcommittee also found evidence indicating the possibility of 
influence in the adoption of Da—112 by companies or individuals whose 
firms later received substantial payments under the program. 


3. The Da-112 program was not carried out with proper regard for 
economy and efficiency » 
The subcommittee’s investigation indicated that the Da-—112 pro- 
am was loosely administered, with a consequent danger of waste, 
inefficiency or serious irregularity. 


4. Da-112 provided little benefit to the dairy farmer, but substantial 
‘“pindfall” payments to business firms 
The subcommittee found little evidence of any substantial effect by 
Da-112 on the price of milk or cheese. With the exception of pay- 
ments to cooperatives, there was almost no evidence of any benefit to 
the dairy farmer. However, many business firms received substantial 
ayments on their cheese inventories without any change in their plans 
or use of these inventories. This was particularly evident in connec- 
tion with payments made on small styles of cheese which had never 
before been eligible for purchase by CCC, 


5. The Department of Agriculture has completely disregarded the interests 
of the taxpayers in recovering payments made under Da-112 

The Department of Agriculture has done nothing on its own 
initiative to recover the more than $2 million improperly paid out 
pursuant to Announcement Da-112, 8 months after the Comptroller 
General’s decision, while the Attorney General was preparing legal 
action to recover the illegal payments, the Secretary of Agriculture 
still insisted that “we see nothing out of line.” Even after the Attorney 
General had filed suit for recovery on behalf of the Commodity 
Credit Corporation, the Corporation’s legal officers presented a legal 
memorandum upholding the Da-112 transactions at a public hearing 
of the subcommittee. 

The subcommittee condemns the action of the Secretary of Agri- 
culture and the Commodity Credit Corporation in publicly maintain- 
ing a position in conflict with the eiBcial position of the United States 
Government in pending litigation. Such action tends to give aid and 
assistance to the private corporations involved and may prejudice 
recovery of moneys claimed by the United States. 


RECOMMENDATIONS 


1. The subcommittee recommends that the Department of Agricul- 
ture take immediate action to eliminate possible conflicts of interest 
in connection with the use of industry advisory committees. 

2. The subcommittee recommends that a copy of this report and the 
ae hearings be furnished to the Attorney General of the 
United States with a request that the Department of Suntine make such 
investigation as is necessary to determine whether any improper in- 
fluence or conflict of interest was involved in the actions of companies 
and individuals concerned in connection with the adoption or carrying 
out of the Da-112 program. 
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3. The subcommittee recommends that the Department of Agricul- 
ture take such action as is necessary to prevent unauthorized pay- 
ments by the Commodity Credit Corporation in the future. The 
subcommittee eee recommends that: 

(a) Legal approval be given in writing on other than routine 
matters. 

(6) Propositions of questionable legality be submitted to the 
General Accounting Office by the Commodity Credit Corporation 
prior to any expenditure of funds. 

4. The subcommittee recommends that the Department of Agri- 
culture review the administrative procedures used in carrying out the 
price-support program on dairy products with a view to insuring that 
the maximum possible benefit is received by the dairy farmer. 

5. The subcommittee recommends that the Secretary of Agricul- 
ture take such steps as are necessary to insure that the actions of the 
Commodity Credit Corporation and its officials are consistent with 
the Department’s position as the actual plaintiff in litigation to 
recover unauthorized payments under Da-112. 

6. The subcommittee recommends that the Congress give con- 
sideration to clarifying the power of the Comptroller General to 
enforce decisions regarding the legality of payments by Government 
corporations. 











APPENDIXES 


Appenpix A 


GENERAL AccouNTING OFFICE, 
CoMPTROLLER GENERAL OF THE UNITED SraTEs, 
Washington 25, August 15, 1956. 
B-124910 
Hon. L. H. Founrarn, 
Chairman, Intergovernmental Relations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 


Dear Mr. Curarrman: Your letter of July 29, 1955, requests our 
opinion as to whether the transactions entered into and the payments 
made by the Commodity Credit Corporation to support the price of 
dairy products through the purchase and resale thereof pursuant to 
Announcement Da-112, dated March 9, 1954, were authorized by law. 

The facts and circumstances surrounding the Da-112 program as 
related to cheese have been extensively developed and reported in 
the hearings before your subcommittee. We also have read a legal 
brief prepared by counsel for the administrative agencies concerned, 
a copy of which it is understood was furnished to your subcommittee. 
It appears that dairy products were supported at 90 percent of parity 
during the marketing year 1953-54. The Commodity Credit Corpora- 
tion purchased American cheddar cheese which met grade, size, 
and packaging requirements at 37 cents per pound and sold the same 
at a le two cents higher than the support price, or 39 cents per 
pound, during this period. In February 1954, the Department of 
Agriculture announced that with the beginning of the 1954-55 mar- 
keting year, on April 1, dairy price supports would be reduced to 75 
percent of parity and that Doresiten the Corporation would buy 
cheddar cheese at 324% cents per pound and offer it for resale at 34% 
cents per pound. 

Announcement Da~—112, issued March 9, 1954, offered to purchase 
cheese during the remainder of March, at the March purchase price of 
37 cents per pound, provided the offerers contract simultaneously to 
repurchase the cheese during April, at the April sales price (34% cents 
per pound). The cheese was to remain in the custody of the seller and 
delivery and transfer of title was to take place at the time of grading 
or when the offer was accepted, whichever was later. It was to revert 
to the seller on April 1, if graded prior to that time, or as soon as 
it was graded, if the grading took place after April 1. On April 1 
or as soon afterward as the cheese had been graded, the seller could 
submit vouchers or invoices, together with USDA grading and 
inspection certificates, and receive payment of the net difference 
between purchase and sale prices. ifference payments exceeding 
2 million dollars were made for some 86.6 million pounds of cheese. 
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nays for the dairy products support program is contained in 
the Agricultural Act of 1949, 63 Stat. 1052, 1053, 7 U. S. C. 1446 
(c), section 201 (c) of which provides as follows: 

“The price of whole milk, butterfat, and the products of such 
commodities, respectively, shall be supported at such level not in 
excess of 90 per centum nor less than 75 per centum of the parity price 
therefor as the Secretary determines necessary in order to assure an 
adequate supply. Such price support shall be provided through loans 
on, or purchases of, the products of milk and butterfat.” 

Previous legislation (section 1 of the Agricultural Act of 1948, 62 
Stat. 1246) had permitted price support through “loans, purchases, 
or other operations.” That omission from the 1949 act of authority 
to engage in “other operations” clearly left only the methods of loans 
or purchases available seems to be codiancied, See Opinion of the 
Solicitor, Department of Agriculture, No. 5587, dated May 7, 1954; 
Opinion of the Attorney General of the United States dated June 9, 
1954, Vol. 41, No. 28. 

While the purchase method of supporting prices for dairy products 
with which we are concerned involves many complicated considera- 
tions, it is clear that ‘purchase’ means an acquisition, if not of full 
ownership, of a property interest in the commodity which, at the very 
least, would permit its complete removal from the market. Also, it 
is clear that the purchase method is to be distinguished from a direct 
payment without acquisition of any interest in the commodity—the 
employment of which method the Department of Agriculture has 
recognized would require additional legislation (Study of Alternative 
Methods for Controlling Farm Milk Production and Supporting 
Prices to Farmers for Milk and Butterfat, H. Doc. No. 57, 84th Cong. 
(January 5, 1955)). 

As stated in the legal brief, “Commodity Credit Corporation in- 
tended and believed that it was making a true purchase and a true 
sale.’ Apparently, therefore, the purchase function of the Da-112 
transactions was to remove the commodity from normal markets and 
to keep it from reentering them until after April 1. While it is recog- 
nized that the price-support program necessarily involved problems of 
disposal, it thus is pertinent and necessary to consider whether the 
transactions involved bona fide purchases. 

The conditions of Da-112 required the commodity to meet inspec- 
tion standards (sec. 5) and to be held until April 1 (sec. 9) to 
be eligible. Section 10 required agreement to repurchase, and section 
11 provided, in pertinent part, that “delivery of the commodity to 
CCC * * * shall effect redelivery by CCC to the offerer on April 1 
or on the date CCC takes delivery, whichever is later.” 

These conditions fail to disclose any element of property interest 
passing to the Government that normally would be indicative of or 
prerequisite to a bona fide purchase. That the Government not only 
did not acquire any dominion whatsoever over the cheese purported 
to be purchased but firmly committed itself to resell to the offerer the 
identical cheese purchased appears to have been established beyond 
reasonable question by testimony at the Hearings, beginning at page 
369. However, in the brief it is contended in part as follows: 

“Tt is submitted that the word ‘purchase’ does not require that 
the purchaser acquire full and unfettered title in, dominion over, or 
right to, the commodity purchased and that nothing in the Agricul- 
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tural Act of 1949 requires the Secretary of Agriculture to effect any 
type of purchase or control over a commodity to any extent greater 
than that which he has determined desirable in order to provide 
price support.” 

Also, it is stated that ““* * * The Corporation under the contract 
effected all of the domination over the commodity that it found 
necessary, to wit: Kach pound of the products {butter as well as 
cheese was covered by the Da-112 program] so purchased was re- 
moved from the normal markets in March and did not reenter the 
channels of trade and commerce until in April and then at prices 
above the support level.* * * ” 

While it doubtless was intended that the Government would acquire 
an interest in the cheese sufficient to constitute compliance with the 
purchase requirements of section 201 (c), a realistic analysis of the 
so-called purchase-resale arrangements indicates that the purported 
‘“‘sellers” never parted or obligated themselves to part with their 
property and that the purported “buyer” never bought or obligated 
itself to buy such property. Since it was stipulated in section 9 
that ‘‘failure of the offerer to hold the commodity for CCC until its 
redelivery to the offerer shall render the contract void,” not only 
was acquisition of a sufficient property interest to ensure withdrawal 
from the market made impossible but expressly provided against. 
We are unable to see how, as a practical matter, the arrangement 
constituted anything more than an offer by the Government, con- 
tinuing until April 1, which might be accepted only by meeting the 
condition of having the commodities on hand at that date, and which 
was so indefinite and vague as to property rights obligated that it 
did not remove them from the market or constitute an agreement to 
sell any particular interest in them. 

No useful purpose would be served by considering whether any 
different result would be reached in respect to the legal effect of the 
arrangements if the Government had reserved a right to retain the 
cheese offered or to return other than the identical cheese, or if 
provision had been made for liability in the event it was not held 
until April 1. But in any event a comparison of such arrangements 
with those actually employed illustrates the deficiencies of the pur- 
ported purchase function. It is significant that under the actual 
transactions specially selected or aged cheese valued at in excess of 
the Government purchase price could and may have been offered and 
collected for entirely without risk of loss on the part of its owners. 

Even if the purported agreement to purchase if held until April 1 
was not simultaneously canceled by the inconsistent agreement to 
resell at that time, the composite net result obviously was that no 
actual change in the status of the property occurred, and the pur- 
chase and sale elements of the transaction constituted in effect simply 
an agreement to pay a difference between the March Government 
purchasing price and the April Government selling price. 

There has been noted the provision in section 412 of the Agricultural 
Act of 1949 (7 U. S. 8S. 1429) that “Determinations made by the 
Secretary under this Act shall be final and conclusive * * *.” 
Clearly, the determinations referred to are those involving exercise 
of the discretion delegated with respect to matters left to his judg- 
ment, such as choice between a loan or purchase method, but certainly 
not a determination as to whether “purchases” or ‘other operations” 
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could be employed in disregard of the methods of price support 


authorized under the language of section 201 (c). 


In the circumstances, it is our opinion that the Da-112 transactions 
were not premised upon bona fide “purchases” within the meaning 
of the Agricultural Act of 1949 and, consequently, that payments 


thereunder were unauthorized and improper. 


However, we do not in any way question the sincerity of purpose, 
or infer that there was intentional wrongdoing, on the part of any 


officer concerned. 
Sincerely yours, 


(Signed) JosepH CAMPBELL, 


Comptroller General of the United States. 





Appenpix B 


Disbursements under announcement Da—112 
CINCINNATI COMMODITY OFFICE—CHEESE 














Contract 
weight 
Firm name and address purchased Amount 
and sold 
(pounds) 
American Community Stores, Topco Associates, Inc., 431 South Dearborn 
ee RT I ORO SEE TT TELE SRT nS rae oes 25, 366 $697. 57 
American Stores C 0., 424 North 19th St., Philadelphia, EER 116, 454 2, 836. 28 
ee & Co. Chicago, oh el eibatiaal , 153 11, 364. 08 
C. J. Berst & Co., 312 Biady St., Portage, Wis....-.-----.---.-.------.-----| 5, 171,342 141, 402. 89 
Bildner Bros., 163 Shaw Ave., Irvington, actin iaaiatite se nnsgian Gann nc nakia aitiod! 42,177 738. 05 
Blue Moon Foods, Inc., Thorp, | SSE Te SR ee SRE 681, 724 18, 747. 46 
Blue Mounds Cheese Mart, Mount Horeb, 1 5 TSA eee: 20, 680 568. 70 
Bongards Co-Op Creamery Asgoomtion, Bongards, etek ad Sisiinnideidens 135, 900 3, 737. 25 
The Borden Cheese Co., New York, N. Y.!_....-.......--.-.2.----.----.0-. 663, 892 ll, _ 2 
Bruder Dairy Products Co., Cleveland, Cg cadet tn eae a hen hatnatbieent 23, 06 
Calumet Cheese Co., Inc., Hilbert, Wt tacwktdchobieoeSivedstieshbahbindon 137, 073 3, 769. 32 
Casco Cheese Co., Casco, «1 titerelie Uva aOR ant ee era ea 117, 177 3, 222. 36 
Central Cheese Co. , Ine., Marshfield, | PISS Nae soe etna ‘ 904, 910 24, 885. 01 
H. C. Christian C 0., Chicago, Ill.! SDE ETC. 165, 657 4, 555. 57 
Clearfield Cheese C ., Inc., 116 East Oak 8t., Clinton, SGP aTS 293, 180 8, 062. 44 
Clover Cream Dairy Produce Co., Marshfiel a, LET Se RSP a 101, 489 2, 790. 94 
Community Creamery, 420 Nora, Missoula, Sona: Seana 56, 236 1, 546. 50 
Consolidated Badger Cooperative, 116 North Main, Shawano, SN 63, 750 1, 753. 12 
Qeteme Somes Co., Union Stock Yards, Omaha, Nebr................-.-- 943, 846 $26, 505. 01 
Dairy Belt Cheese & Butter cs TO rs nn en wenkase 411, 773 11, 323. 75 
Dairyland Cooperative Association, Juneau, Wis_..................-....--.- 175, 000 4, 812. 50 
Dairymen’s League Cooperative Association, Inc., 100 Park Ave., New 
RU ES a en a era a Oe SS LE Od ae mmibndavadeamntmb oar 715, 592 12, 519. 85 
L. Daiteh & Co., Inc., 3339 Park Ave., Bronx, N. Y¥...........-......--..-- 130, 505 2, 283. 83 
DeKalb Creameries, Ine., 99 Hudson St., New bit A ARERR Ie 35, 495 621. 16 
C. M. Denisseu, 305 East Walnut St., Green Bay, Weis 36, 860 1, 013. 65 
Denver Milk Producers, Inc., 945 lith BB” Aho, eS ae 70, 213 1, 930. 85 
Dilbert Bros., Inc., Cooper A’ve., and Dry Harbor Rd., Brooklyn, N. Y.-.-- 19, 538 341. 91 
N. Dorman & Co., Inc., 73 Hudson St., New York, N. Y_-......-..-.---...- 44, 899 785. 73 
Fairmont Foods, Inc., 197 Scott St., Buffalo, N. Y.'.........-.....-...----.. 42, 798 2, 489. 78 
gra Senne Citas: We INO, CU ae i ie on aceeens 27, 270 749. 93 
M. Flickinger Co., Inc., 180 Ni Food Terminal, Buffalo, N. Y_....-- 82 930. 21 
Fort Worth Poultry & Eee Co., Inc., 715 East 9th St. (Post Office Box 
1537) Fort Wor ye a den hebebuicipndeletibunpemes 36, 149 632. #1 
Fremont Packaging Ba nf bey ng. aj OR ee Eee 95, 520 2, 626. 80 
The Frink Creamery Co., Unit 67, Wazee Market, Denver, Colo......------ 53, 923 1, 482. 88 
i Food Shopping Center, Inc, 845 Bladensburg Rd. N E., Washington 
i sete elite caneocanunne 412, 293 7, 215. 13 
Golden Rod Creamery Co., Inc., 20 North Wacker Dr., Chicago, Ill_......-- 20, 000 550. 00 
Great Atlantic & Pac Ihe Tea Co., 2622 Pulaski Ave., Chicago, | Sen, 3, 406, 979 93, 692. 05 
Harp & Kettle Cheesehouse, 210 East Broadway. Madison, Wis....-..--.-_- 29, 312 806. 06 
H. J. Heinz Co., 1062 Progress § St., Pittsbu Ueiikchecbarnwekbemusawenuecue 904, 210 24, 865. 77 
Hillman’s, Inc., "28 West Washin ton a AE SR 37, 778 661.1 
J. 8. Hoffman Go., 179 Franklin St., New York  ) FRE 724, 404 19, 039. 01 
H. A. Hovey Co., 35 North Market St., Boston, Mass......._...--.-..------ 22, 153 387. 
Hygrade Foods Products Corp., 177 Duane St., New York, N. Y.....--.--.- 145, 029 2, 538. 00 
June Dairy Products Co., Inc., 223 Coles St., Jersey City, N. J1.--22--22222- 31, 500 551. 25 
—, & Co., Inc., 30 Rindge Ayve., Extended, ambridge, Mass.......-.. 200, 542 3, 509. 48 
Kingan, Inc., West Maryland, Ind ianapolis, In 21, 360 587. 40 





See footnote at end of table, p. 25. 
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Disbursements under announcement Da-112—Continued 
CINCINNATI COMMODITY OFFICE—CHEESE—OContinued 





Firm name and address 


Contract 
weight 
hased 


) sold 


(pounds) 





Kraft Foods Co., 505 North Sacramento Blvd., Chicago, IM! 
Lake to Lake Dair Aygo 5 917A South 8th St. Manitowoc, Wis 
Lakeshire Mart division of the Borden Go., Plymouth, Wis! 


ffalo, } 
Cadam Cheese Co., Ine., Ogdensburg, N. 

Milk House Cheese Corp.. 1114 Wood St., Dallas, Tex 
Modern Dairy Co-op, 8 eboygan, Wis 
National Biscuit Co., New York, N. Y 
Northern Wisconsin Produce Co. .. Manitowac, Wis 
Outagamie Products Cooperative, Black Creek, Wis 
P. & C. Family Foods, Inc., Syracuse, N. Y 
Patch Grove Creamery, Patch Grove, Wis 
Pauly Cheese Co., Green Bay, Wis. (Swift) 
Phenix Food Co., "Chicago, Til. (Kraft) ! 

Pleasant View Cheese Factory, ag Wis 
Plymouth Cheese Corp., Green Bay 
W.8. Pope & ay Philadelphia, Pa 
Rib Lake Cheese Co., Medford, Wis 
Frank Ryser Co. pany site. Wis 
Schmitt Bros. & Walther Co., Platteville, Wis 
Schreiber Bros., Inc 
L. D. Schreiber & Co., Inc., 246 North Main Blvd., Green Bay, Wis. 
E. J. Scray, 163 North’ Pearl St., Green Bay, Wis oT 
Sheboygan Falls Creamery Co., 837 Buffalo St., Sheboygan Falls, W RST 
Arthur A. Simon, Apolett 7 NR Sa AR a SE pe ARSE R GS 
Steve’s Cheese Co. toute No. 3, Denmark, Wis 
Stop & Shop, Inc., 393 D St., Boston, Mass. 
The Stouffer Corp., 1375 Euclid Ave., Cleveland, Ohio 
Superior Cheese Co., 1419 Broadway, Oakland 12, Calif... _- 
Swift & Co., Union Stock Yards, Chicago, i 
‘Topco Associates, Inc., Chicago, Tl 
Triangle Cheese Co., M SUD We Whi idak  scabtcucakcccdencecucnmdbeuadsneded 
United Biscuit Company of America, Melrose Park, Il. - 
Vlasic Food Co., Detroit, Mich 
M. Wildstein & Sons, Delaware Ave. and Vine St., Philadelphia 6, Pa 
Wilshire Cheese Co., 017 West Mill St., Springfield, Mo.. 
Wilson & Co., Inc., 4ist and South Ashland Ave., Chicago 9, 9, I 
Fred Wolferman, inc., 118 West 47th St., Kansas Cc ity, Mo 
Whiting’s Natural Cheese Co., Route 1, ‘Gillett, Wis 
Woody’s Cheese Co., 200 North Broadway, Green Bay, Wis 


27, 336, 804 
340 
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PORTLAND COMMODITY OFFICE—CHEE 





Golden State Co., Ltd., 425 Battery St., San Francisco, Cal! 

Vons Grocery Co., 5500 North Jefferson, Los Angeles, Calif. aes aibaeriataice’ 
Reedsport Creamery & Cheese Factory, Reedsport, Oreg................-.-- 
Prairie Kist Foods, 356 East 2d St., Los Angeles, Calif. 

Uinta Creamery Co., Salt Lake City, Utah 

Tillamook County ‘thoheneey Association, Tillamook, Oreg 

Arden Farms, Post Office Box E, Patterson, Calif. 1_ 

Brooklawn Creamery Co., 262 South ist West, Salt Lake ¢ City, 

Clark County Dairymen’ sc jooperative, Battle Ground, W 

‘The Borden Co., 755 Davis St., San Francisco, Calif. ! 

Dairy Coo tive Association, 1313 Southeast 12th Ave., — sacha <i) 
Whatcom County Dairymen’s Association, Bellingh =: Wash. bacanl 
Mount Angel Cooperative Creamery, Mount Angel, 

Nelson Rie one Co., 314 North - South St. Sait Lake City, Utah. 
Golden State Co. , 425 Battery St., San Francisco, Cali 

Superior Cheese bons 100 Franklin St., Oakland, Calif. ‘Gaieway) 

Superior Cheese Co., Myrtle Point, Oreg. ( Safeway) ! 

Challenge Cream and Butter Association, 2650 18th St., San Francisco, Calif_. 
Kraft Foods Co., Pocatello. 

Kraft Foods Co., 2660 eee st, San Francisco, Calif. ‘. 
Consolidated Dairy Products Co., ‘635 Elliott Ave. West, Seattle, Wash. 1. 
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rand total: 
Total Cineinnati 
Total Portland........... pitiouliinn siasnesdichoiabpehinasliiiasanbahtebeinebienasunsienarech 





8 
23 
on 








bas 
Pa 


2, 096, 





See footnote at end of table, p. 25. 
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Disbursements under announcement Da—112—Continued 
CINCINNATI COMMODITY OFFICE—BUTTER 





Firm name and address 


Contract 
weight 
purchased 
and sold 
(pounds) 





Carl Ahlers, Inc., 168 Duane St., New York 13, N. Y 

American Dairies a. os Broadway, Kansas City, Mo 

Armour & Co Chica 

Bongards Co-op pment Associs ation, Bongards, Minn. 

Bridgeman- Russell Co., Duluth, Minn 

H, C, Christians Co., Chicago, I 

Dari-Best Butter Co., 184-186 Duane St., New York, N. Y 

Cc. W. Dunnett & Co., 1525 North American 8t., Philadelphia, Pa 

Ww.w. Elzer, Inc., 182 Duane St., New York, N.Y 

Farmers Co-op C ‘reamery Associ: ition, Cresco, Iowa 

Cudahy Packing Co., Omaha b 

Fort Wo orth Pou evo & Egg Co., Inc., 715 East 9th St. Tost Office Box 1537), 
Fort Worth, T 

Fountain City Coen Creamery, Fountain City, Wis. 

Fox DeLuxe Foods, Inc., 1122 Fulton St., eee: Il 

Miles Friedman, Inc., 110 North Franklin St hicago, Ill 

Great Atlantic & Pacific Tea Co., 2622 Pulaski Ave., Chicago, Ll. 

Harding Cream, Omaha, Nebr 

Independent Creamery, 409 Grand Ave., Kansas ye Mo 

June Dairy we oe Inc., 223 Coles St., Jersey City, N. J.!......-...-. 

Keller’s Te . D, No. 2, Telford, Pa 

Kennedy & Co., Inc., 30 Rindge Ave. Extension, tae eee 

J. R. Kramer, Inc., 80 Hudson St., New York 13, N. ¥ 

Land O’Lakes Creameries, ES eae Pe eee 

Michigan Producers Dairy Co., Adrian, Mich 

Mid-West Producers Creamery, Inc., South Bend, Ind 

Mountain States Creamery Co. of Colorado, Denver, Colo 

National Butter Co., St. Paul, Minn 

Roberts Dairy Co., Lincoln, Nebr 

L. D. Schreiber & Co., Inc., 246 N. Main Blvd., Green Bay, Wis.'___._.._-- 

Sugar Creek Creamery Co., 123 North W ashington Ave., Dany ille, ili___.. 

Swift & Co., Union Stock Yards, Chicago, ee ‘ 

S.&W.W aldbaum, Inec., 134 Reade St., New York, N.Y 

Hunter, Walton & Co., 164 15s seeped St., New York, N. Y 

Watts & Sons, New York, Y 

Zenith- Godley Co., Inc., ize Duane St., New York, N. Y 
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PORTLAND COMMODITY OFFICE—BUTTER 





Wilsey Bennett, 328 South Anderson St., Los Angeles, Calif 

Wilsey Bennett Co., 700 Front St., San Francisco, Calif-. 

Consolidated Dairy Products Co., 635 Elliott Ave. West, Seattle, Wash.!_... 

Knudsen Creamery Co. of California, 1957 Santee St., Los Angeles, Calif. 

Crystal Cream & Butter Co., 1013 D ‘St., Sacramento, Calif 

—— States Creamery Co., 321-323 South Anderson St., Los Angeles, 
if 


Raven Creamery, 3303 Northeast Union “Ave., “Portland, Oreg_- 
Gilt Edge Creamery, 685 4th St., San Francisco, Oa 
Turner & Pease Co., 815 W estern Ave., Seattle, W 

Lakeside Butter Co., 417 Market St., San Presktee, "Calif 
Lakeside Butter Co., 929 East 2d St., Los Angeles Calif 
Lakeside Butter Co., 221 Colman Bldg., Seattle, Wash 
Challenge Cream & Butter Association ! 





Grand total: 
Cincinnati office 
Portland office 





747, 874 
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1, 998, 690 
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3, 196, 422 
1, 998, 690 











5, 195, 112 





i1Represented on Department of Agriculture Dairy Industry Advisory Committees. 





MINORITY REPORT 


The report of the majority is slanted and exaggerated and, in the 
main, its conclusions are based upon statements which are paraphrased 
or taken out of context, and upon selected portions of the evidence 
before the subcommittee, ignoring, in many instances, the great weight 
of the evidence which is contrary to the conclusions in the majority 
report, 

he report is therefore misleading to the public, unfair to the De- 
partment of Agriculture, and unnecessarily damaging to dairy farmers 
and other segments of the dairy industry. 

Some typical examples of the serious defects in the majority report 
are: 

1, The report questions the good faith of the Department of Agri- 
culture and indicates that in the adoption of Da-112 improper in- 
fluence was exercised by companies and individuals who later received 
substantial benefits under the program. This charge is wholly un- 
supported by any evidence presented to this subcommittee and is 
contrary to the findings of the Comptroller General in opinion No. 
B-124910 of August 15, 1955, upon which the majority relied in con- 
cluding that announcement Da-112 was illegal. The Comptroller 
General stated: 


We do not in any way question the sincerity of purpose or 
infer that there was any intentional wrongdoing on the part 
of any officer concerned. 


If the majority has any evidence to support its charge of bad faith 
and improper influence, the minority demands that such evidence 
be made immediately available to the minority of this subcommittee 
and to the Secretary of Agriculture. 

2. The report criticizes the Department of Agriculture for conferring 
benefits upon the processing industry by means of purchases and 
resales under announcement Da-112 and for not limiting program 
participation to manufacturers of dairy products. In making this 
criticism, the majority exhibits a complete lack of understanding 
of the manner in ast milk and its products must, by their nature, 
be handled, processed, and marketed, and the important role in this 
process which must. be taken by farmer cooperatives and other 
processors, assemblers, dealers, and distributors. The method of 
purchasing products from any member of the dairy trade who wishes 
to participate in the program has been consistently followed by the 
Department of Agriculture, with the full knowledge of the Congress, 
since 1947. 

3. While the majority report recognizes in its early factual statement 
that the commitment of the Secretary of Agriculture to purchase 
butter and cheese for the entire 1953-54 marketing year was made in 
February 1953, the majority ignores this fact in its conclusions and 
implies that there was no commitment to purchase butter and cheese 
in March of 1954 until Da-112 was issued. This announcement merely 
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implemented the commitments of the Secretary of Agriculture made 
more than a year cg setae pursuant to statute. There would have 
been no necessity for Da~112 if the support level had not been reduced 
for the 1954—55 marketing year beginning April 1, 1954. The reduc- 
tion in the support level, which the majority does not criticize, 
naturally brought about market changes welihell together with the 
inevitable time lag between the production of milk and the marketing 
of the processed product, resulted in a serious problem for dairy farm- 
ers and other segments of the dairy industry which could only be 
solved by an operation such as that undertaken under Da-112 and 
which, as was clearly demonstrated by the evidence presented to this 
subcommittee, prevented a serious decline in farm prices for milk in 
the month of March 1954. As was also clearly demonstrated by the 
evidence presented to this subcommittee, the operation saved the 
Government substantial sums of money by eliminating warehousing 
and shipping costs in connection with butter and cheese sold to 
Commodity Credit Corporation in the month of March and which 
would have been repurchased in April and following months in order 
to supply the needs of consumers either with or without Da-—112. 

4. The majority report indicates that Commodity Credit Corpora- 
tion purchased and resold large quantities of nonexistent cheese under 
Da-112, thus giving contractors a windfall. The facts are, as the 
evidence before this subcommittee clearly shows, that every pound of 
cheese purchased was required to be inspected by official graders of 
the Department of Agriculture and obviously had to be in existence 
when inspected for the purpose of sale to Commodity Credit Corpora- 
tion. The majority report, in fact, confesses that it is relying upon 
partial and incomplete statistics in making the finding that the quan- 
tities of cheese purchased by Commodity Credit Corporation exceeded 
the quantities available. 

5. The majority report attempts to support its conclusion that 
Da-112 was illegal by making wholly unsupported assertions that 
Da-112 was “similar, if not identical,’”’ to entirely different types of 

rograms which the Department of Agriculture itself, through its 
licitor (now the General Counsel), had concluded were not author- 
ized by law. The report attempts to buttress its position by twisting 
testimony of witnesses from the Department of Agriculture to make it 
appear that they themselves recognized the illegality of Da-112. 
his was done by making it appear that testimony of such witnesses 
with respect to the illegality of the “purchase-resale” plans proposed 
by the dairy industry, which were rejected by the Department of 
Agriculture and were completely different from Da-112, represented 
the views of such witnesses with respect to Da-112 instead of the 
industry plans. 

This technique of quoting testimony of witnesses with respect to one 
thing and making it appear that such testimony applied to another is 
completely repugnant to ge! principles of justice and fair play and 
is severely condemned by the minority. athe significant differences 
between the ‘“purchase-resale” plans of the dairy industry, which the 
Department of Agriculture itself had found to be not authorized by 
law, and Da-112 were clearly explained in testimony and documents 

resented to this subcommittee by witnesses from the Department of 

Agriculture but are completely obscured in the report of the majority. 

ese differences are explained in the objective discussion set forth 
later in the minority report. 


90020°—57 H. Rept., 84-2, vol. 9——39 
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6. In conclusion No. 5 the majority condemns the officials and 
legal officers of the Department and the Corporation for publicly 
restating their position regarding the propriety and legality of the 
Da-112 transactions. The statements complained of were made at a 
public hearing called by this subcommittee and were wholly relevant 
to issues raised by the majority during that hearing. These officials 
had no alternative except to give frank and honest answers about 
those issues. Any other action by these men, as witnesses, would 
have been dishonest. It is unfortunate that this public hearing was 
called after the litigation was instituted. But any condemnation in 
the premises must be borne entirely by the majority members of the 
subcommittee who called and continued to carry on the hearing over 
the protests of the minority for the very reason which the majority 
now uses to criticize the officials of the Departinant of Agriculture. 

The following is presented as.an objective discussion of the trans- 
actions under investigation by the subcommittee as revealed by the 
testimony and information supplied during the hearings. In the 
development of this statement the minority has not been motivated 
by the desire for headlines in the press or for making a record to be 
used for partisan political purposes. 


The questions 


On February 15, 1954, the Secretary of Agriculture announced that 
price support for milk and butterfat and products thereof would be 
reduced from 90 percent of parity to 75 percent of parity effective 
April 1, 1954. The Commodity Credit Corporation, in March 1954, 
entered into a number of contracts with those cheese manufacturers, 
processors, assemblers and other handlers who desired to sell cheese 
during that month at the support level of 37 cents per pound and who 
also desired to purchase cheese in April from the Corporation at its 
regular inventory sales price of 34% cents per pound which was 2 cents 
above the support price of 32% cents effective for the new marketing 
year beginning April 1, 1954. The Corporation similarly entered 
into contracts for the purchase of butter at the March support price 
(65% cents, basis grade A Chicago) and its resale in April at a price 
(60% cents, basis grade A Chicago) which was 3 cents above the April 
support price. These purchases and sales were accomplished by a 
contract which covered both the purchase of the product in March 
and the sale thereof in April wag did not require the unnecessary 
movement of the product during the interval. 

Questions have arisen in the hearings as to (1) whether such pur- 
chase and sale transactions constituted a device designed to circumvent 
the legislative purpose in not authorizing payments as a method of 
price support, and (2) whether purchases from any manufacturer, 
assembler, or other handler having dairy b.prosugts meeting type, 
grade, and quantity requirements constituted a valid exercise of the 
authority to purchase dairy products in support of the price of milk, 
butterfat and the products thereof. 

These purchases and sales were accomplished pursuant to terms 
and conditions set forth in announcement Da-112. No one has 
challenged the legality of the purchase prices or the sales prices in 
the transactions in question. Neither has any question been raised 
with respect to other purchases made. throughout the year under 
provisions of announcements Da-99, Da-100, Da-101, and Da-102, 
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and sales under the Corporation’s other sales announcements, some 
of which sales were back to the original vendors. 


Conclusion 


It is our conclusion that these transactions constituted a proper 
exercise of the express statutory authority of Commodity Credit 
Corporation to Ce ypeges and sell dairy products, that such transactions 
were not intended to operate as or to have the effect of, and did not, 
in fact, have the effect of establishing a payment method of price 
support in circumvention of the Agricultural Act of 1949. 

The policy of providing price support for dairy products by pur- 
chasing upon the open market from any processor or other handler 
products meeting the required grade, quantity, and packaging speci- 
fications, rather than limiting the vendors to a smaller class, was 
established in 1947 and has been adhered to since. All of the pur- 
chases considered in the hearing were made in conformity with that 
policy and were legal under the Agricultural Act of 1949. That act 
clearly leaves with the Department of Agriculture the determination 
of the question of whether price support to the farmers will be better 
obtained through limited types of purchases or through a wider range 
of purchases under which all handlers of dairy products will have such 
assurances as will permit them to acquire, in the trade, stocks of dairy 
products at price-support levels oad carry them in their normal in- 
ventories. 

We believe that the transactions were in the interest of the pro- 
ducers, halted a downward trend in the farm price of milk during 
March, and constituted an effective and efficient operation in bring- 
ing about an orderly transition from the market situation existing 
under the 90 percent of parity price support level to the situation 
developing under the 75 percent of parity level of support. We com- 
mend the timely action of the Commodity Credit Corporation. 


Legislative requirements 


The Secretary of Agriculture is directed by section 201 ui the Agri- 
cultural Act of 1949 to support the price of “whole milk, butterfat, and 
the products of such commodities, respectively,” at such level not 
in excess of 90 percent nor less than 75 percent of the parity price as 
he determines necessary to assure an adequate supply. Such price 
support is required to be made through loans on or purchases of the 
products of milk and butterfat. The Secretary is required by section 
406 of that act to announce the price-support level for milk and dairy 
products in advance of each marketing year and the level so announced 
ss not be reduced during the year. 

Uxcept for these specific directives, sections 401 and 412 of the act 
vest full and final authority and discretion in the Department of 
Agriculture to determine the extent of price-support purchases, the 
types and character of purchases to be made, and the other terms and 
conditions of price support. There is a wide variety of milk and 
butterfat marketed daily in many ways and over a wide area. There 
are also many grades and kinds of dairy products manufactured from 
such milk and butterfat. Many different individuals and firms of 
varying sizes manufacture or otherwise deal in one or more of such 
dairy products, some in large quantities, others in small quantities. 
These facts of the market place force the Department of Agriculture 
to make determinations as to what products and what grades will be 
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purchased, the manner and times of such purchases, from whom such 
purchases shall be made and whether such purchases will be in less 
than carload lots or in larger quantities. 

Section 407 of the Agricultural Act of 1949 provides that the Com- 
modity Credit Corporation may sell any farm commodity owned or 
controlled by it at any price not prohibited by that section and places 
price limitations only on sales of basic and storable nonbasic com- 
modities. Since dairy products have been determined to be non- 
storable nonbasic commodities under that act, they are not subject 
to any of the sales price limitations contained in said section 407. 


Support program for 1953-54 


On March 12, 1953, the Secretary announced that the price to 
farmers for milk and butterfat senear sf be supported at 90 percent of 
parity during the marketing year April 1, 1953-March 31, 1954, 
through purchases by Commodity Credit Corporation of butter, 
cheddar cheese, and nonfat dry milk solids meeting grade, quantity, 
and packaging specifications at specified prices. This announcement 
was made both by press release and formal publication in the Federal 
Register. The more specific terms and conditions under which offer- 
ings of dairy products could be made to the Commodity Credit Cor- 
poration and which became a part of each contract of sale were set 
forth in a series of numbered announcements each applicable to a 
designated product. The Commodity Credit Corporation committed 
itself to buy all of the dairy products meeting the quantity, grade, 
end packaging specifications and other requirements of the applicable 
ennouncement which might be offered by any manufacturer, processor, 
assembler or other aialie of the product. 

This guaranty of an outlet for supplies of dairy products through 
sales to Commodity Credit Corporation all through the marketing 
year made it possible for processors and manufacturers to pay to 
iarmers prices for milk based on the announced Commodity Credit 
Corporation purchase price (37 cents a pound in the case of cheese). 
Competition among processors for the farmers’ milk tended to cause 
ail dairy manufacturers to pay desired prices for milk. Further, 
manufacturers who manufactured dairy products in less than carload 
lots were not excluded from the program as they could sell their 
products to assemblers who in turn could sell to Commodity Credit 
Corporation. 

The policy and practice of carrying out the dairy price support 
program by purchases upon the open market of dairy products from 
all handlers without discrimination was not new to the 1953-54 
program but was first adopted in 1947 and has been consistently 
followed by the Department and relied upon by the entire dairy 
industry. It would appear that Congress has ratified this type of 
program by providing, without limitation, for its continuance under 
the Agricultural Acts of 1948, 1949, and 1954, 

Sales policy 

All commodities acquired by the Commodity Credit Corporation 
under price-support programs are made available for sale to the public. 
On March 31, 1954, the Corporation held in its inventories in excess 
of 483 million pounds of cheese, 364 million pounds of butter, and 599 
million pounds of nonfat dry milk solids which it was seeking to dispose 
of through sales and other means. Section 5 of the Commodity Credit 
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Corporation Charter Act provides that in the Corporation’s purchas- 
ing and selling ye per with respect to agricultural commodities 
the Corporation shall, to the maximum extent practicable consistent 
with the fulfillment of its purposes and the effective and efficient 
conduct of its business, utilize the usual and customary channels, 
facilities, and arrangements of trade and commerce. Accordingly, 
the Corporation’s inventories of dairy products are available for sale 
to anyone for domestic and export uses through the regular channels 


of trade, including those concerns which may have sold such products 


to the Corporation. 

In order to stabilize and maintain the market price of dairy products 
at price-support levels and to encourage the private trade to carry 
normal inventories, the Commodity Credit Corporation since 1950 
has adhered to the policy of selling dairy products back into the 
domestic channels of trade at a price equal to the support level current 
at the time of such sale, plus a markup between 1 me | 3 cents a pound, 
depending upon the particular dairy product and the location thereof. 
On cheese, the markup was generally 2 cents per pound and on butter 
3 cents a pound. Thus, anyone could purchase dairy products from 
the Corporation at any time. A manufacturer or handler would 
naturally prefer to repurchase his own product wherever possible. 


March modifications, 1953-54 program 


In late February prices which farmers were receiving for milk began 
declining sharply. The Department’s obligation to support at 90 
percent of parity continued in effect until April 1, 1954. Purchases of 
dairy products by regular merchandising outlets were falling off in 
anticipation of the lower market prices in April. The Department of 
Agriculture concluded that the decline in farmers’ prices was attrib- 
utable to the fact that manufacturers, in view of the imminent decline 
in both market and support prices, were adjusting downward their 
buying prices for milk and butterfat to avoid having stocks on their 
hands which could not be sold without loss in regular trade channels 
or be —— and offered to Commodity Credit Corporation prior 
to April 1. 

Under the Commodity Credit Corporation purchase announce- 
ments the dairy products had to be graded at the time of making an 
offer of sale to the Commodity Credit Corporation. This meant that 
a large quantity of cheese and nonfat dry milk solids which would be 
manufactured in March 1954 could not be offered during that month 
to the Corporation. A curing process of 10 days was necessary before 


cheese could be inspected. Also a delay of 10 or 12 days would be 


required for laboratory analysis for cheese offered on a dry basis and 
for nonfat dry milk solids. 

Accordingly, in an effort to halt the decline in the prices farmers 
were receiving during the month of March and thus fulfill its obliga- 
tions under the price-support program, it was decided to amend the 
provisions of Commodity Credit Corporation’s purchase announce- 
ments so as to permit offers of any existing cheese and nonfat dry milk 
solids to be made to it prior to April 1, subject to completion of 
grading before April 30. 

The Department also concluded that promptly upon April 1 there 
would be an increase in demand for dairy products at the new lower 
market prices by retailers whose any mm had been falling off in 
anticipation of the lower prices; that this demand for a short time 
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would exceed current production; and that as a consequence thereof 
handlers would on April 1, be calling upon Commodity Credit Cor- 
poration for Spee from its inventories at its regular sales prices in 
effect on and after April 1, as it was generally anticipated that the 
Commodity Credit re yc sales awe would be adjusted 
to the new support level. It was, therefore, determined that it would 
be in the best interest of the Government and its price-support pro- 

m to avoid unnecessary movement of the commodity and to leave 
it stored with the vendor as bailee in instances where the vendor would 
agree to purchase in April at Commodity Credit Corporation’s regular 
sales price. 

Accordingly, in March 1954, the Department announced modifica- 
tions of the purchase program and announced its intended April sales 
prices for dairy products. It also issued a contracting form desig- 
nated ‘‘Announcement Da-—112”’ setting forth the terms and conditions 
under which any business concern, which might desire to sell to 
Commodity Credit Corporation in March and to later buy in April any 
given quantity of dairy products, could offer such products to the 
Corporation prior to March 31, 1954, at the then existing purchase 

rice of Commodity Credit Corporation and immediately contract to 

uy back the same products during April at Commodity Credit 
Corporation’s new regular April sales prices. Such commodities 
would remain stored with the vendor from the time of offering to 
Commodity Credit Corporation in March to the time in April when 
the resale was completed. Products which the offeror did not desire 
to repurchase could be offered as theretofore under the other regular 
offer forms and would be packaged in accordance with Commodity 
Credit Corporation’s regular specifications. This form was amended 
to include sales of commercially packaged small styles of cheddar 
cheese. The Office of the Solicitor considered the proposed arrange- 
ment of the sale and repurchase of commodities, examined announce- 
ment Da-—112 and concluded that the arrangements were valid pur- 
chase and sale price support transactions authorized by the Agri- 
cultural Act of 1949. 

The advantages derived from making sales in this manner, among 
others, were: 

(1) The purchase of cheese and nonfat dry milk solids in 
March, subject to completion of grading in April, helped to 
maintain prices to farmers for milk. 

(2) Commodity Credit Corporation avoided the expense of an 
unnecessary movement of the dairy products to warehouses 
operating under storage contracts with the Corporation, under 
which it would have had to assume the further expense of placing 
the products in such storage and storage charges for a month or 
more. 

(3) With a definite sales outlet assured, the Commodity 
Credit Corporation was able to permit the products to be pack- 
aged in regular commercial packages and sizes thereby eliminat- 
ing the waste of packaging temporarily in the type and size of 
oulk containers which the Corporation ordinarily required. 

(4) Faster movement of the products in April was facilitated, 
resulting in increased sales to the trade at prices above support 
levels. This helped to prevent a temporary shortage of nS 
in retail outlets that would have cut consumption and resulted 
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in correspondingly larger stocks held by Commodity Credit 
Corporation. 

The Commodity Credit mar evgposioe urchased and sold under 
announcement Da-112 86.6 million pounds of cheese and 5.1 million 
pounds of butter. At the same time, it purchased in March under 
its other announcements 95 million pounds of cheese and 81 million 
pounds of butter which it moved into its inventories or disposed of 
under donation programs. a April the Corporation also sold 
from its inventories over seven million pounds of cheese and approxi- 
mately three-quarter million pounds of butter in addition to the sales 
under announcement Da-112. 


Who profited? 

It is inherent in any price support program which operates through 
the purchase of manufactured products, as the Agricultural Act of 
1949 requires, that a certain amount of price support will inure to the 
benefit of the manufacturer and other handler who sells those products 
to Commodity Credit Corporation. Cheese and butter companies 
did not reap windfall profits from the purchase and resale operations 
in March 1954, since the products so purchased had been made from 
milk bought from farmers during a period of high support level and 
were marketed during a period of lower prevailing market prices. 
Consumers obtained the benefit of the price reductions reflecting the 
new support level. Additional cheese was consumed which otherwise 
would lon come into the Commodity Credit Corporation’s inven- 
tories. The action taken by the Corporation arrested the down- 
ward trend of prices paid to producers. The entire operation was 
widely publicized by the Department at the time. 


Nondiscrimination between handlers 


Large manufacturers process and sell dairy products in carload lots. 
There are a large number of small manufacturing plants situated 
throughout the manufacturing-milk production area which manu- 
facture products in small lots and sell their products to assemblers 
who wax and package the product and are able to meet packaging and 
carload requirements of Commodity Credit Corporation. It is not, 
therefore, dnairatle to limit the Corporation’s price-support activities 
to purchases from the original processor. In order to assure that 
farmers will receive the support price for their fluid milk and butterfat 
at whatsoever location or point they might offer their milk, the Com- 
modity Credit Corporation, since 1947, has given assurances to all 
manufacturers and assemblers and other handlers that the Com- 
modity Credit Corporation would purchase all dairy products offered 
by them in carload lots which meet the Corporation’s grade and 
packaging specifications. At no time has the Commodity Credit 
Corporation ever rejected any handler’s offer made in conformity with 
the applicable announcement. Thus, the dairy products industry and 
trade knew that they could buy at support prices and carry complete 
inventories without fear of sharp market declines below the support 
price. In the absence of such assurance the program would not 
operate generally to give farmers a market for milk and butterfat at 
price-support levels and larger quantities would from time to time be 
sold to the Commodity Credit orporation ar pong | in increased costs 
of inventory management. To have refused to buy from and sell 
dairy products to any business concern which handled dairy products, 
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to have picked and chosen between handlers would have destroyed 
the confidence of the trade and materially affected the operation of the 
price-support program to the detriment of the producers. We believe 
that a fair administration of a price support a requires that no 


segment of the industry be given undue and unfair price advantage 
over other segments. 


Wash sales as an unauthorized payment method of price support 

The question has been raised at the hearing whether the purchases 
and sales under announcement Da-112 were a.mere device or sham 
entered into for the purpose of circumventing the Agricultural Act 
of 1949 which does not authorize the use of payments as a method 
of price support. The Agricultural Act of 1949 directs price support 
of milk and butterfat to be carried out through purchases of or loans 
on dairy products. When that act was passed, and again when the 
Agricultural Act of 1954 was enacted amending the Agricultural Act 
of 1949, Congress gave consideration to payments as a method of 

rice support. It is very clear from the price support legislative 
istory that the “payment” method of price support as distinguished 
from a purchase or loan method has a very distinct and defirite 
meaning. 

Briefly stated, the “payment” method involves a program under 
which either direct payments to producers or “plant payments” would 
be made. Under a program of direct payments to producers the 
market price of milk and butterfat would be allowed to seek its own 
level in accordance with current supply and demand. A payment 
would then be made periodically to the producer to make up the 
difference between the support price and the sales price obtained 
during the given period. This is not true price support, since it 
permits the price which farmers receive to drop in the market place 
below the support level. The second method of payments, sometimes 
termed “plant payments,” is one under which processors would sell 
the manufactured products into the market at the best price obtain- 
able. This market price for the product would reach a level deter- 
mined by current supply and demand. The Government would then 
make a payment to the plant of the approximate difference between 
the support price for the producer’s milk and the price which the 
processor could afford to pay for such milk in the light of the market 
price he received for his products. While this plan would support 
the price which producers of milk would receive, it would permit the 
price to consumers of the total production of dairy products involved 
to drop. 

One method of accomplishing the results of a plant payment program 
would be to have the Commodity Credit Corporation enter into con- 
tracts with manufacturers under which they would agree to pay the 
support price for milk and butterfat utilized, sell their products in the 
market at the best price obtainable, and, immediately prior to the 
sale into the regular channels of trade, effect a sale to the Com- 
modity Credit Corporation at the price support level and a simul- 
taneous resale back to the manufacturer at the market sales price. 
Commodity Credit Corporation would then pay the difference between 
its purchase price and the lower sales price. This would mean that 
the entire production of dairy products would be handled by such 
wash sales with the market price to consumers falling below the price 
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support level. The effect of such operation would then be identical 
with the effect of a plant payment program. 

(For a further description of payments as a method of price support, 
see sec. II, p. 37 et amt of H. Doc. No. 57, 84th Cong, Ist sess., “A 
Study of Alternative Methods for Controlling Farm Milk Production 
and Supporting Prices to Farmers for Milk and Butterfat.’’ See also 
p. 24 of H. Rept. No. 1927, accompanying H. R. 9680, 73d Cong., 
P. 120 of Hearings on Farm Price-support Program before the Senate 

ommittee on Agriculture and Forestry, 81st Cong., 1st sess., and 95 
Congressional Record 9867 (1949), p. 4, Rept No. 998, 8ist Cong., 
accompanying H. R. 5345.) 

Congress, in its final enactment of both the Agricultural Act of 1949 
and the Agricultural Act of 1954, rejected such methods of price sup- 
port preferring to have the price of milk and butterfat supported 
through purchases of and loans on the products thereof in a manner 
which would result in milk and butter fat and the products thereof 
being sold upon the open market to consumers at levels which reflect 
the support price. 

The question of whether a payment program could be conducted 
under the Agricultural Act of 1949 was submitted to the Solicitor of the 
Department of Agriculture who, in an opinion dated May 7, 1954 (Op. 
Sol. 5587), concluded that the Corporation could not engage in pay- 
ment programs but was limited to supporting the price of milk ana 
butterfat through the means of purchases for loans on milk and butter- 
fat and the products thereof. The Attorney General concurred in 
this conclusion by an opinion dated June 9, 1954. 

Following the amendment of the Agricultural Act of 1949 by the 
Agricultural Act of 1954, the question was again presented to the 
Solicitor whether price supports of milk and butter fat could be con- 
ducted through a plant payment method or through a purchase and 
resale tisthod encompassing the entire production. On October 13, 
1954, the Solicitor vlad (Op. Sol. 5600) that the Agricultural Act of 
1949, as amended by the Agricultural Act of 1954, did not authorize 
the use of payments as a method of price support either directly or 
through the device of such wash-sales operations. 

On October 19, 1954, the Secretary of Agriculture requested the 
opinion of the Attorney General as to— 


whether section 201 (c) of the Agricultural Act of 1949, as 
amended by the Agricultural Act of 1954, authorizes the 
Secretary of Agriculture to support the price of milk and 
butterfat by means of a program under which payments 
would be made to processors of dairy products in an amount 
equal to the difference between the prevailing market price 
for such products and a price therefor which would reflect 
to producers the intended level of price support for milk and 
butterfat utilized in such products. 


In a reply dated December 28, 1954, the Attorney General stated: 


I have noted from the submission that your Solicitor has 
concluded that section 201 (c), as amended, does not author- 
ize you to support prices to producers through payments to 
processors of dairy products directly or ‘through the device 
of a ‘wash-sale’ operation under which Commodity Credit 
Corporation would purport to purchase dairy products and 
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simultaneously sell them back to the processor at a price 
lower than the purchase price, making a payment to the 
processor of the difference between the purported purchase 
and resale price.” It is assumed that the latter conclusion 
rests on the use of the so-called wash-sale operation to cir- 
cumvent the legislative purpose in not authorizing subsidy 
payments as a method of price support. 


The Attorney General went on to review the legislation and its history 
and concluded: 


I would, therefore, upon all the considerations discussed, 
agree with your Solicitor and answer your specific question 
in the negative. In reaching this pss tot of course, do 
not pass either upon the scope of your authority under sec- 
tion 201 (c), as amended, to dispose of surplus stocks of dairy 
products owned by the Commodity Credit Corporation or 
the legality of any particular disposal method. 


It should be noted that neither the Solicitor nor the Attorney 
General has ruled that, in exercising the Commodity Credit Corpora- 
tion’s authority to purchase and sell price support commodities, all 
purchases and immediate resales are ilegal but only those purported 
wash-sale transactions utilized as a device to circumvent the legisla- 
tion by having the effect of a payment program in permitting the 
price of dairy products to fall below the support price. The purchases 
and sales under announcement Da-112 were not such wash-sales. 
The purchases and sales so made had just the opposite effect. The 
sales consummated in April 1954 were at a price of 2 cents above the 
then support price for cheese and 3 cents for butter. The price to 
consumers was at all times stabilized at price support levels. Pur- 
chases under Announcement Da-112 were but a fragment of the entire 
purchase program for the support of milk and butterfat. 


The Comptroller General’s opinion 


The Comptroller General, upon reviewing the transactions under 
announcement Da-112, stated in his opinion B-124910 of August 15, 
1955, that ‘‘We do not in any way question the sincerity of purpose or 
infer that there was any intentional wrongdoing on the part of any 
officer concerned.” He concluded, however, that “The Da-112 
transactions were not premised upon ‘bona fide purchases’ within the 
Agricultural Act of 1949 and, consequently, that payments thereunder 
were unauthorized and improper.” This conclusion is based on his 
major premise that ‘It is clear that ‘purchase’ means an acquisition, 
if not of full ownership, of a property interest in the commodity which, 
at the very least, would permit its complete removal from the market” 
and upon the minor premise, that under the transactions, the Govern- 
ment “did not acquire any dominion whatsoever over the cheese 
purported to be purchased” and “the purported ‘sellers’ never parted 
or obligated themselves to part with their property and that the 
purported ‘buyer’ never bought or obligated itself. to buy such 
property.” 

The Comptroller General is incorrect in his major premise. The 
object of the purchases under the Agricultural Act of 1949 is price 
support, not Government stockpiling. The extent of control over 
the commodity is that which is necessary to accomplish price support. 
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This may mean “its complete removal from the market” in some in- 
stances and less than that in others. The Agricultural Act of 1949 
not only contains no specific requirements as to the manner of effect- 
ing a purchase but, to the contrary, vests complete discretion in the 
Department as to the terms and conditions. See sections 401 and 
412 of that act. 

The Comptroller General is also wrong in his minor premise. Under 
announcement DA-112 the Commodity Credit Corporation received 
title and such dominion over the product as to result in the dairy 
products being withheld from the market for a period of time and 
moving back into the market at prices above the support level. 

Under paragraph 11 of Da-112 the processor’s right to repurchase 
was subject to his complying with paragraph 9 entitled “Delivery.” 
This paragraph required, among other dings: that the processor, at 
his own expense, must hold the product in storage suitable to the 
Corporation where such product was graded and delivered to the 
Corporation, from the time of such delivery until the Commodity 
Credit Corporation redelivered the product to the offeror. The con- 
tract provided that the processor’s failure so to do “‘shall render the 
contract void.’”” The Comptroller General stresses this latter pro- 
vision as negating any obligation of the processor to deliver. The 
Comptroller General completely loses sight of the fact that such 
provision does not automatically render the contract a nullity but 
merely makes it voidable at the option of Commodity Credit Corpora- 
tion as the injured party (Stewart v. Griffith (217 U. S. 323); Bescayne 
Shores v. Cook (67 F. 2d 144, 145); Williston on Contracts, secs. 15 
and 746 (Rev. Ed., 1936)). In the event the processor improperly 
moved the product or disposed of a portion thereof after delivery to 
Commodity Credit Corporation, the Corporation could, at its election, 
refuse to permit the processor to repurchase, take possession, and 
assert an action for breach of contract. Further, there was no pro- 
vision in the contract excusing the processor from failure to make 
delivery to Commodity Credit Corporation in the first instance. _ 

It may also be noted that Da-112 announcement did not specify 
the precise price at which the processor could repurchase. Such price 
was to be that at which the Corporation was regularly selling its dairy 
products when it came time for making a redelivery to the processor 
and if such price was too high the processor was not required to buy 
back and Commodity Credit Corporation would retain the atest 

As between the parties to a transaction, a transfer of actual physical 
possession is not essential to the validity of a sale or to the passage 
of title; rather, apart from possession, title passes when the parties 
intend that it pass, which, in some instances, is when the goods have 
been unconditionally appropriated to the contract by the party in 
possession. ‘This is a commonly recognized rule of law and prevails 
under the Uniform Sales Act. Da-112 clearly provided for the pass- 
age of title to products which had been appropriated to the contract 
by the description in the manifest furnished to the United States 
Department of Agriculture inspectors who inspected and graded the 
products prior to delivery to Commodity Credit Corporation. In 
exercising dominion consistent with its title to the products, Com- 
modity Credit Corporation dictated the manner and place of storage, 
the offeror’s responsibility as an insurer of the products and the point 
at which Commodity Credit Corporation would make redelivery to the 
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offeror. It was understood by the parties that the offeror acted as 
bailee of the goods after delivery to Commodity Credit Corporation 
and pending repurchase by the offeror. 

Contracts providing for both purchases and sales at a loss back to 
the original vendor are not a novel form of transaction for the Com- 
modity Credit Corporation. On the contrary, they are of a type 
which has been utilized extensively with full congressional knowledge 
and approval. Beginning in 1942, the Commodity Credit Corpora- 
tion, under its charter authority to buy and sell commodities, con- 
ducted ‘‘purchase and resale” operations for the purpose of enabling 
processors to pay producers the desired levels for the farm commod- 
ities and to sell their processed commodities within price ceilings which 
were not sufficiently high enough to cover such raw product costs. 
These “purchase and resale’ operations were conducted with respect 
to a large number of commodities including cheese, milk, soybeans, 
peanuts, fruits, vegetables, and sugar beets. In these operations, the 
Corporation entered into a contract providing for the purchase and 
resale by Commodity Credit Corporation immediately preceding other 
disposition of the products by the processor. Settlement was made 
for the difference between the Corporation’s. purchase and resale 
prices. Payments under such contracts to cheese processors alone 
amounted to more than $67 million. Under such contracts the 
Corporation had title only momentarily and usually had no opportun- 
ity or right to the exercise of any dominion. It did not acquire 
possession, or the right to possession, nor was the possibility of 
possession ever contemplated. The commodity was not at any 
time withheld from the market. Congress recognized the validity of 
these purchase and resale transactions and enacted legislation to 
provide for their continuance. 

At the time Congress was considering legislation to extend the life 
of Commodity Credit Corporation beyond June 30, 1943, the method 
by which the purchase and resale operations of the Corporation were 
conducted was set forth in detail in the hearings before the House 
Committee on Banking and Currency, 78th Congress, Ist session, 
on H. R. 2725 (superseded by H. R. 2869). (See pp. 14-17, 22, 64 
ff., 82-83, 90-97, 103-104, 113-123 ff., 157-166, 208, 231-233, 235, 
254-257, 260-261, 262-269. Also, see Congressional Record, Ap- 
pendix, June 19, 1943, p. A 3330 ff.; Congressional Record June 23, 
1943, pp. 6400 ff.; 6415; Congressional Record, June 24, 1943, p. 
6471; Congressional Record, June 30, 1943, p. 6904.) 

Copies of the forms of contracts used by Commodity Credit Corpor- 
ation in the purchase and resale operations for cheese and milk were 
furnished the committee and placed in the hearing record referred to 
above. See pages 157-166 of the hearings on H. R. 2725. 

The legal authority for the conduct of such operations was explained 
to exist in the charter authority to buy and sell. See, in particular, 
pages 113-166 of the hearings referred to above. A principal issue in 
connection with this matter was whether any limitation should be 
placed upon such operations. See Senator Taft’s statements at pages 
6476-6477 of the Congressional Record for June 24, 1943, and sce 
page 6542 of the Congressional Record for June 25, 1943. 
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The life of the Commodity Credit Corporation was extended by this 
legislation without placing any limitations on the authority of the 
Corporation to conduct such purchase and resale operations. 

The Emergency Price Control Act, as amended by the Stabilization 
Extension Act of 1944, prohibited any Government corporation after 
June 30, 1945, from buying any commodities for the purpose of selling 
them at a loss unless the money required for the sale at a loss had 
been appropriated by Congress for that purpose. The act of April 
12, 1945, as amended, made this provision inapplicable to Commodity 
Credit Corporation except with respect to specified operations. In 
reporting on this legislation, the Senate Banking and Currency Com- 
mittee, the House Banking and Currency Committee, end the con- 
ferees of the House each pointed out that the foregoing limitations 
affected only payments or losses incident to holding price ceilings and 
did not apply to loans, purchases, or other price-support operations 
which did not involve supporting prices to producers at levels above 
those reflected by OPA price ceilings. (See 5S. Rept. No. 32, 79th 
Cong., pp. 3 and 4; H. Rept. No. 58, 79th Cong., p. 3; H. Rept. No. 
395 (conference report), 79th Cong., p. 6.) 

The fact that in connection with some of these purchase and resale 
operations the right to possession of the commodities was not obtained 
by Commodity Credit Corporation has never been considered as 
invalidating the transaction as one of purchase and resale. The 
many transactions conducted by the Corporation on this basis have 
been audited by the General Accounting Office. These contracts 
have been the subject of litigation in which the rights of the parties 
were determined on the basis of a valid purchase and resale, according 
to the tenor of the contracts. No question with respect to the neces- 
sity of possession by Commodity Credit Corporation of the com- 
modity has been raised. In this connection, see U. S. v. Turlock 
Dehydrating and Packing Co. (116 F. Supp. 822); Pelham Oil & Ferti- 
lizer Co. v. U. 8S. (173 F. 2d 888); Greenwood Products Co. v. U.S. 
(188 Fed. 2d 401); United States v. Arkansas Mills (216 F. 2d 241). 

It is apparent, therefore, that the “‘purchase and resale’ transac- 
tions of Da-112 do not involve a novel conception of purchase by 
Commodity Credit Corporation, but, on the contrary, have a closer 
relationship to commercial purchases than the type described above 
which has been utilized extensively with full congressional knowledge 
and approval. 

Announcement Da-112 sets forth 2 separate transactions—1 of 
purchase and 1 of resale. Those who challenge the validity of the 
transaction do so on the technical grounds that it is set forth in a 
single contract form. Had there been one form for the purchase 
contract and a second form of agreement covering the resale with an 
interval of 5 minutes between signing the two forms. their technical 
objections would have been met. That is shadowboxing. 

For the foregoing reasons we have concluded, as stated in the 
second section above entitled ‘‘Conclucion,” that (1) the transactions 
under announcement Da-112 were valid purchases and resales made 
in the exercise of the authority of the Commodity Credit Corporation 
to buy and sell dairy products under the Agricultural Act of 1949, 
and were not a subterfuge or device to accomplish an otherwise un- 
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authorized payment program in circumvention of that act; and (2) 
that the action of the Corporation halted the downward trend of prices 
to —— in March 1954, benefited the farmer, and permitted an 
orderly transition from the marketing year of high support prices to 
the marketing year of lower support prices. 







Carrot. Reece, 

Vicror A. Knox, 

Orro KREvGER, 

Cuare E. Horrman, 
Constituting the Minority Membership of the Subcommittee 
on Intergovernmental Operations. 
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ADDITIONAL VIEWS 


The conslusions of the majority report are based upon evidence well 
documented in the subcommittee hearings. The conclusion that the 
Da-112 transactions were illegal is in accordance with the position 
taken by the Attorney General and the Comptroller General of the 
United States. 

The Comptroller General concluded that the specific transactions in 
question were “unauthorized and improper.”’ The Attorney General 
concurred in this view and has instituted legal action for recovery of 
the improper payments. In making their decisions both the Comp- 
troller General and the Attorney General considered the lengthy legal 
arguments presented by the Department of Agriculture in support of 
its position. These same legal arguments were presented to the 
committee, and are incorporated in the minority report. 

The Solicitor of the Department of Agriculture concluded on two 
separate occasions that purchase-resale transactions were not au- 
thorized under either the Agricultural Act of 1949 or the amendments 
made to that act by the act of 1954. In each case the opinion of the 
Solicitor was confirmed by an opinion of the Attorney General. The 
language used by the Solicitor in opinion No. 5600 on October 13, 
1954, is quite clear. 

The minority report alleges that the majority have questioned the 
good faith of the Department of Agriculture officers in their adoption 
of the Da-112 program and they quote the following language of the 
Comptroller General: 


We do not in any way question the sincerity of purpose or 
infer that there was any intentional wrong doing on the part 
of any officer concerned. 


It is obvious from this language that the Comptroller General made 
no determination as to whether or not there was any intentional 
wrongdoing in connection with these transactions. Since the trans- 
actions were clearly illegal regardless of the motives behind them, the 
Comptroller General excluded from his decision any determination 
as to the motives or intent of the Department of Agriculture officials 
concerned. The minority report has twisted the language of the 
Comptroller General 1n an attempt to indicate a positive finding on 
the question of intent, when in truth and in fact the Comptroller 
General merely pointed out that his decision excluded any con- 
sideration of that question. ba sehen 

The subcommittee’s hearings developed evidence indicating the 

ssibility of improper influence or conflict of interest. That evidence 

as been made available to the minority members of the subcom- 
mittee and to the Secretary of Agriculture. In accordance with the 
recommendations of this report, it will be furnished to the Department 
of Justice. ; 

The May 23 hearing of the subcommittee was not concerned with 
the matter of legality of the Da-112 transactions, which had been 
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reviously decided, but wes for the purpose of obtaining additional 
actual information needed to fill gaps in previous testimony. Plans 
for the May 23 hearing were discussed at an executive mecting of the 
subcommittee on May 9, 1956, the day after the first lawsuits were 
filed by the Justice Department. Three minority members were 
resent. No minority member made any objection to the planned 
earing at that time or at any other time until after the public hearing 
had been in progress for several hours. 

An extensive brief 0 posed to the position taken by the Attorney 
General in lawsuits filed 2 weeks earlier was volunteered by the 
Department of Agriculture at the May 23 hearing. The majority 
members questioned the propriety of including such a brief in the 
subcommittee’s public record at that time in view of the pending 
litigation. The chairman asked that a decision on inclusion of this 
material be deferred until after further discussion by the subcom- 
mittee. However, the ranking minority member inserted the brief in 
the Congressional Record the following day. 

Officials of the Coinmodity Credit Corporation later called the 
subcommittee staff asking that the last paragraph of the brief, which 
stated that “it seems inconceivable” that a court would construe the 
Da-—112 contracts as illegal, be deleted if the material was placed in the 
subcommittee’s record. It was noted that the last two paragraphs 
of the Departments brief had been deleted from the brief when it was 
printed in the Congressional Record. These 2 paragraphs with 4 
words added did appear in their entirety, however, as a part of the 
remarks of the ranking minority member. 

All other questions raised in the minority report are clearly answered 
by the majority report and evidence in the record of the subcommittee 
hearings. It appears to the majority that the minority report is 
simply a political objection to the majority report and to the findings 
of the Comptroller General, which are concurred in by the Attorney 
General, who has already initiated action to recover the unauthorized 
and improper payments for the taxpayers. 

L. H. Fountarn, 
Witiiam L. Dawson, 
Lester HoirzmMan, 
Rosert E. Jonss, 
Henry S. Revss, 
Cuet HOoviFietp, 


Majority Members, Intergovernmental Relations Subcommittee. 
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LETTER OF TRANSMITTAL 





House or REPRESENTATIVES, 
Washington, BG. July 27, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, | submit herewith the thirtieth intermediate report 
of its Special Subcommittee on Federal-Aid Highway Problems. 

Wituiam L. Dawson, Chairman. 
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Mr, Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTIETH INTERMEDIATE REPORT 


SUBMITTED BY THE SPECIAL SUBCOMMITTEE ON FEDERAL-AID 
HIGHWAY PROBLEMS 


On July 25, 1956, the Committee on Government Operations had 
before it for consideration a report of its special subcommittee entitled, 
“Operations of the Federal Bureau of Public Roads (Federal-Aid 
Highways in Michigan).” 

After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report of 
the full committee. The chairman was directed to transmit a copy 
to the Speaker of the House. 


INTRODUCTION 


During May 1956, Hon. William L. Dawson, chairman of the House 
Committee on Government Operations, constituted himself and 
Hon. Clare E. Hoffman, ranking minority member of the committee, 
as a Special Subcommittee to inquiry into certain phases of the opera- 
tions of the Federal Bureau of Public Roads. 

The particular timing of the inquiries was occasioned by reports 
and complaints of citizens of southwest Michigan alleging arbitrary 
and inconsiderate highway planning involving unnecessary, extrava- 

ant, and wasteful use of highway funds, part of which would be 
ederal funds since the highway projects in question are included 
in the Federal-aid highway system. 

The city of Niles, Berrien County, in southwestern Michigan, the 
Niles Board of Education and the Niles Chamber of Commerce, 
early this year protested to their Representative in Congress the 
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location and construction of what was known as a bypass of the city 
of U.S. Nos. 31-33, a north-south arterial route, which is designated as 
part of the Federal-aid primary system and thus eligible for Federal 
parcitipation in construction costs. 

The townships of Benton and St. Joseph, also in Berrien County, 
southwestern Michigan, acting officially, and the representatives of 
industry and of residential areas, as well as individuals, filed with their 
Representative in Congress protests against the rerouting and con- 
struction of a bypass on U.S. No. 12, running from the southwest part 
of Berrien County northeasterly toward Kalamazoo. These protests 
were based upon the fact that it was proposed by the State highway 
department of Michigan to route the bypass in a curve north toward 
and nearer the cities of St. Joseph and Benton Harbor, instead of 
proceeding on a direct route through the area. 

There was a further protest by persons living north of Benton Harbor 
and along U.S. 31 of the proposed action of the State highway depart- 
ment to relocate U.S. 31 to the east of the present established route of 
that highway. 

All of which protests were based not only upon the contention that 
such proposed bypasses were not in the best interest of the local 
communities and did not conform to the overall planning of the 
national system of highways, but also upon the fact that the statutory 
right of those concerned to a public hearing had been denied—that the 
provisions of applicable Federal statutes had not been complied with. 

In view of these complaints and petitions made to him ad inasmuch 
as the cost of the planning and construction of these highways is borne 
in part by the Federal Government, Congressman Clare E. Hoffman 
requested the Committee on Government Operations to cause hearings 
to be held. 

Private citizens and local governing bodies forwarded complaints 
alleging arbitrary action and disregard of local interests by the high- 
way authorities to the committee also. By letter, telegram, and by 
formal petition, they requested that the committee investigate the 
several controversial highway problems in the area. 

Studying the operations of the Government at all levels with a 
view to assuring that Federal appropriations, including the Federal- 
Aid highway funds, are spent efficiently, economically, and in strict 
conformance with the law is the duty of the committee. It was, 
therefore, deemed appropriate to examine the basis for the complaints 
insofar as the operations of the Federal Bureau of Public Roads or 
the expenditures of Federal funds were concerned. 

And too, the committee has the duty to study intergovernmental 
relationships between the Federal Government and the States which 
includes, among other things, Federal participation in the field of 
highway planning and construction. 

This inquiry was considered particularly timely in view of the 
recently inaugurated multibillion dollar highway program. 

Southwest Michigan, in view of the many complaints received from 
that area, appeared to be a good place to initiate such an inquiry. 
The Federal-aid highway program, however, by virtue of its very 
magnitude, both from a fiscal and national interest standpoint, will 
undoubtedly require the committee’s attention for many years to 
come. This is a preliminary report concerning the Bureau of Public 
Roads, touching on its organization, its functions, and its relationship 
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with the several State highway departments in the discharge of its 
responsibilities in the highway-aid program. 

Public hearings were held at Niles, Mich., on May 10, 1956; at 
Berrien Springs, Mich., on May 11, 1956; at Washington, D. C. on 
June 21, 1956. Many witnesses, including State highway depart- 
ment and Federal Bureau of Public Roads officials, appeared and 
testified. 

Scope OF THE INQUIRY 


The present Federal-Aid highway program is carried on under a 
number of statutes, amendments, and supplments, dating back to 
1916, the latest being the Federal Highway Act of 1956. 

The committee, however, confined its inquiry to the duties and 
responsibilities of the Secretary of Commerce and the Federal Bureau 
of Roads with regard to the following statutory requirements: 


Section 6, Federal Highway Act of 1921: That in approv- 
ing projects to receive Federal aid under the provisions of 
this act the Secretary of Commerce shall give preference to 
such projects as will expedite the completion of an adequate 
and connected system of highways, interstate in character. 
(23 U.S. C. 6.) 

Section 13, Federal-Aid Highway Act of 1950: Any state 
highway department which submits plans for a Federal-aid 
project involving the bypassing of any city or town shall cer- 
tify to the Commissioner of Public Roads that it has had 
public hearings and considered the economic effect of such 
a location (23 U.S. C. 12-b). 

Section 7, Federal-Aid Highway Act of 1944: There shall 
be designated within the continental United States a National 
System of Interstate Highways not exceeding 40,000 miles 
in total extent so located as to connect by routes, as direct 
as practicable, the principal metropolitan areas, cities, and 
industrial centers * * * (23 U.S. C. 60). 


These three statutory provisions had particular applicability to 
the specific cases which were in controversy in southwest Michigan. 

At Niles, Mich., the controversial question involved a proposed 
relocation of a Federal-aid primary highway (U. S. 31-33) so as to 
bypass that city. Although the proposed project in its entirety is 
within the borders of the State of Michigan and therefore of primary 
concern to highway officials of that State, its proximity to the Michi- 
gan-Indiana State line would logically and naturally indicate the 
desirability of its coordination with the plans of the adjoining State. 
The committee was interested in ascertaining if and how such inter- 
state coordination is effected. 

At the twin cities of St. Joseph-Benton Harbor, Mich., an areawide 
controversy involved the location of the new interstate highways to 
be built on alinement different from the presently used routes which 
are parts of the Federal-aid primary system. 

The precise location for east-west interstate highway (U.S. 12) as 
it bypasses east of St. Joseph-Benton Harbor, has been the subject of 
heated controversy and apparently had occasioned a regrettable 
animosity between the State highway department and great numbers 
of citizens and officials of four local governmental subdivisions. 
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As to a section of the designated Interstate System north of Benton 
Harbor (U.S. 31), local citizens were challenging a highway depart- 
ment proposal to build on a new location as not only unnecessary and 
therefore wasteful and extravagant but also in utter disregard of local 
interests. 

Two of these controversial highway locations involved bypassing of 
established cities or towns. The statutory provision regarding public 
hearings in connection with such proposals, therefore, was of particu- 
lar relevancy. 

It is not believed that these case studies are by any means unique 
in the highway program. On the contrary, it would appear that 
they are merely ilustrative examples of the many problems in the 
highway field attributable to highway policy that is national in scope. 


SumMaARY OF Finpincs, CoNncLuUSIONS, AND RECOMMENDATIONS 


The Federal-aid highway program, being premised as it is on con- 
siderations of national interests of commerce and defense, involves 
more than financial assistance toward highway construction in the 
several States if the ultimate goal of a coordinated national system 
of highways is ever to be achieved. It is no doubt appropriate that 
Federal participation in the highway field be carried on through 
and in cooperation with the State highway departments, but develop- 
ment of an eventual coordinated system of national highways, inter- 
state in character, demands and necessitates a continuous, construc- 
tive, and assertive leadership on the part of the Federal Bureau of 
Public Roads in the planning and developmental stages of the high- 
way systems included in the Federal-aid program. 

In the traditional Federal-State relationship in the highway field, 
planning and initiation of highway projects has appropriately rested 
with the highway department. Such a relationship, no doubt, has 
been conducive to significant progress in highway accomplishment. 
It cannot be said, however, that such relationship, however commenda- 
ble, obviates the necessity, as a condition of approval of State initiated 
highway projects for Federal participation in construction costs, of 
careful, independent, and critical, review of such proposals by the 
responsible Federal officials with a view to assuring conformance 
with applicable Federal law and consistency with the national interest 
to be served. 

FINDINGS 
1. Interstate coordination 

Specific case studies at Niles, Mich., and at the twin cities of St. 
Joseph-Benton Harbor, Mich., indicate that the Federal Bureau of 
Public Roads, in the discharge of its responsibilities for administration 
of the Federal-aid highway program, is unduly passive in the important 
field of highway planning as it involves its statutory responsibilities 
concerning interstate coordination. 

Within the borders of the State, and apparently with no more than 
a casual concern regarding the related plans or requirements of an 
adjoining State, the State highway department makes the surveys, 
chooses the location, acquires the rights-of-way, and schedules highway 
projects for construction. 

Officials of the Federal Bureau of Public Roads, while allegedly 
working in close harmony with the highway department officials, take 
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official cognizance of specific highway plans only upon official submis- 
sion of prescribed statements involving specific requests for Federal 
participation in construction costs. 

At Niles, Mich., for instance, the subcommittee found that the 
State highway department had under active consideration plans in 
final stages for a relocation of a Federal-aid route bypassing that city. 
Although the appropriateness of the location was being se Sant 
questioned as to its adverse affect on the locality and notwithstanding 
its obviously illogical relationship to out-of-State requirements as to 
segments of the same route, no apparent effort on the part of the 
Bureau officials was being made with a view toward effecting an 
appropriate interstate coordination as required by law. Their 
inaction, even apparent lack of concern, with regard to that proposed 
project has not been attributable to lack of information concerning it. 
They have been unofficially familiar with the plans since inception of 
the proposal several years ago. Nor does it seem plausible that they 
could have been unaware of its obvious relationship with nearby, 
though out-of-State requirments concerning the same route. Yet in 
all probability, judging from Bureau policies as reflected in testimony 
before the subcommittee, without the constructive information 
developed at the subcommittee’s hearings, Bureau approval of the 
proposed project, upon its formal submission by the highway depart- 
ment, would have been a routine matter. Culmination of the plan 
and construction of the project at the disputed location, based as it 
is on outdated engineering data and completely ignoring the interim 
expansion and development of the community in the 9 years since 
the data was compiled, it is feared, would not only be against the 
interests of the locality as expressed by citizens and officials of the 
area, but also quite possibly inconsistent with the future requirements 
of interstate segments of the same route. 

Without a close interstate coordination of highway plans which 
certainly is not apparent in this instance, it can hardly be said that 
such a project satisfies the statutory requirement for eligibility for 
Federal aid that it “will expedite the completion of an adequate and 
connected system of highways, interstate in character.” 


2. Organization of the Federal Bureau of Public Roads——Delegation of 
authority 

Statutory responsibility for the administration of the Federal-aid 
highway program is vested in the Secretary of Commerce. Except 
as to apportionment of funds, not relevant to this study, his authority 
has been delegated to the Commissioner of Public Roads. 

The Commissioner of Public Roads, in turn, has delegated his 
authority to the division engineers, who in turn delegate their authority 
to district engineers. 

Testimony at the hearings was convincing and uncontradicted that 
the district engineers get their data, engineering, economic, and social, 
from State officials; that these data are not collated or evaluated; 
that the representatives of the Bureau of Public Roads give no inde- 
pendent consideration to these data; that the division engineers com- 
municated their recommendations based on these data and accom- 
panying plans to Washington headquarters as a routine or pro forma 
matter; that in the district where hearings were held no plan submit- 
ted by the division engineer has been rejected by Washington in 30 
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years; that there is no critical review of the plans in which the Federal 
Government now stands committed to contribute 90 percent to a 
total of nearly $34 billion. 

This all represents such an attenuation and dilution of the authority 
and responsibility reposed by Congress in the Secretary of Commerce 
as to derogate from the intent of Congress and vitiate the statutes. 

In the St. Joseph-Benton Harbor area of Michigan, for instance, 
the important matter of location of a multimillion section of the new 
interstate route in which the Federal Government will share 90 percent 
of the cost, was for the most part settled at the field level, while the 
Bureau’s final approval was based on little more than the State high- 
way department’s request for approval of the State-selected route, and 
the favorable recommendation of the Bureau’s district engineer. 

8, Public hearings 

Public hearings in connection with projects involving bypassing of 
towns and cities as required by statute have to a regrettable degree 
been lost in the semantics of administrative interpretation. 

The obvious and commonly accepted understanding of the term has 
been discarded in favor of such technical terminology as relocation, 
circumferential or belt route, additional facility, and more recently the 
new interstate concept. Thus, it is expected, that a statutory provi- 
sion designed to protect the rights of and give voice to the people has 
in large measure been ignored, taken all too lightly, or entirely cir- 
cumvented. 

Hence, at Niles, Mich., with regard to what was commonly referred 
to and understood by everyone to be a bypass, public hearings as re- 
quired by statute had not been held nor were they contemplated inas- 
much as such a bypass would not strictly bypass, but would add 
another traffic facility through the city or be a relocation of a Federal- 
aid route within the city. 

At St. Joseph-Benton Harbor, Mich., by highway department 
interpretation and Bureau of Public Roads acquiescence, the bypass 
provision of the law did not apply What was generally understood 
to be a bypass, was interpreted in the technical nomenclature of 
highway officials, as both ‘‘a new interstate concept” and “an addi- 
tional facility.” 

CONCLUSIONS 


The responsibilities of the Federal officials charged with the admin- 
istration of the highway-aid program, with regard to coordination of 
interstate planning for highway construction, cannot be said to have 
been successfully and finally discharged many years ago by adoption 
of a system of highways—point to point lines on a map—upon which 
Federal aid was authorized. 

However well-conceived the system which limited Federal aid to 
highways to a specified and limited total mileage of the Nation’s 
most important roads, the continuing spectacular growth of many 
of the cities and urban areas necessitating bypasses and relocation of 
routes, make it increasingly important that continuing attention be 
given to coordination of interstate planning in the development of 
the system, particularly as such plans are concerned with highway 
location or relocation at or in the vicinity of State borders. And such 
interstate coordination should naturally include even short distance, 












































GaP N arse RAN AA Rg RS A ab ONL IES RE Regen rer OEIC ee as 









arora ead a ne races 


PERE Te RSG 2 foie BE he 








posttest all 4 cttene eatin wie 


FEDERAL-AID HIGHWAYS IN MICHIGAN 7 


intrastate projects that are or might logically become a part of or 
affect the overall system. 

With regard to the relocation of U. S. 31-33 so as to bypass Niles, 
Mich., the finally selected and approved route should be determined 
on the basis of a careful analysis of up-to-date engineering and cost 
data, economic and other factors affecting the South Bend-Niles area, 
and the expressly coordinated plans of the adjoining State. 

Bureau approval of a State-selected U. S. 12 interstate route by- 
passing the twin cities of St. Joseph-Benton Harbor should be based on 
a careful analysis, evaluation and review of all relevant factors as 
substantiated by complete and current engineering and economic data. 

Strict adherence to the clear intent of the statute with regard to 
the requirements for public hearings regarding highway bypasses of 
cities and towns will no doubt to an appreciable degree not only 
minimize public irritation and opposition, but also make available for 
consideration in highway planning the constructive ideas and intimate 
knowledge of the localities involved of many well-informed citizens and 
local officials. The subcommittee is pleased to note that the Com- 
missioner of Public Roads, Capt. C. D. Curtiss, is in accord with this 
view, and that Bureau regulations and instructions are in the process of 
revision so as to effectuate the clear intent of this statutory requirement. 


RECOMMENDATIONS 


That, in view of the increasing magnitude of the Federal-aid highway 
program based on well recognized considerations of indisputable 
national interests, the procedures and policies of the Federal Bureau of 
Public Roads be reappraised and conformed to the requirements neces- 
sary to attainment of national objectives. 

That the organizational structure and policies of the Federal Bureau 
of Public Roads be revised as as to require closer supervision of the 
activities and review of the decisions and judgments of lower echelon 
employees. 

That, with regard to the specific controversial highway questions 
in southwest Michigan, the Commissioner of Public Roads with- 
draw any and all approvals, commitments, or tacit, understanding 
regarding Federal-aid to such proposals, and initiate immediate 
inquiries with the Michigan Highway Department with a view to 
solution of the problems in a manner consistent with the best interest 
of the localities involved and with the national interests to be served. 


THE NILES CASE 


Niles, Mich., an industrial city of approximately 14,000 population, 
is located in southwest Michigan, a few miles north of the Michigan- 
Indiana State line. It is 10 miles north of the South Bend industrial 
area, and is generally considered to be a part of the South Bend 
metropolitan area. Although the city has shown some population 
increase during the past several years, urban growth for the most 

art has taken place in the townships adjacent to the city, particu- 
arly east of the corporate limits. Since 1930 the population of the 
area (Niles and contiguous townships) has increased from fifteen to 
twenty-eight thousand; and, according to expert opinion, has a 
reasonable expectation of future growth. 














8 FEDERAL-AID HIGHWAYS IN MICHIGAN 


Two main highways serve the area—U. S. 112 east-west, and U. S. 
31-33 north-south. Both penetrate the city proper and converge for 
a short distance on its main street. A bypass to the south of Niles 
U. S. 112 is currently under construction. The intolerable traffic 
condition on Main Street has for many years indicated also the neces- 
sity of a U. S. 31 bypass for north-south traffic. With a view to con- 
struction of such a needed facility, a route immediately east of the 
city limits was selected shortly after World War II. The highway 
department in 1948, with the concurrence of the then mayor of Niles, 
and so as to minimize right-of-way acquisition cost in view of the 
increasing residential development in the vicinity of the previously 
selected route, purchased for $27,000, a strip of right-of-way contiguous 
to and extending the length of the east corporate limits of the city. 
Subsequently, according to testimony, an origin and destination study 
was made, alternate locations examined, and more detailed studies 
made of the actual selected location. However, inadequate highway 
finances and the tremendous postwar backlog of essential highway 
construction precluded immediate attention to the Niles bypass 
problems, and the proposal lay dormant until recently. 

Jerome Wood, former mayor of Niles, related the chronology of 
early developments regarding the proposed bypass. Part of his testi- 
mony was as follows: 


Mr. Poutanp. After it (the right-of-way) was purchased, 
you had an origin and destination study made to substantiate 
the fact that you got it (the bypass route) in the right place? 

Mr. Woop. That is right. 

Mr. Pouanp. Isn’t it a rather unusual thing to have the 
traffic study after you bought the land, instead of before? 

Mr. Woop. I think it was felt that that was a proper loca- 
tion. The fact is, it is a requirement of the Bureau of 
Public Roads that we have an origin and destination survey 
made, so it had to be done. 


Mr. Poutanp. It was made merely to fulfill a requirement? 
Mr. Woop. Yes. 


In the intervening years, the city and its environs experienced a 
substantial growth in population and development. Residential sub- 
divisions sprang up in the townships contiguous to the city. New 
schools were constructed in the vicinity of the proposed bypass loca- 
tion. The possibility of ultimate expansion of the corporate limits 
became more apparent. Civic and official leaders increasingly op- 
timistic regarding the growth potential of the community; desirous of 
assuring an orderly community development, they engaged the well- 
known city planning firm, Harland Bartholomew & Associates, to 
make an extensive and detailed study of this potential, and to recom- 
mend a planned program of development of the area. 

Before the planning study could be completed, however, the State 
highway department indicated an intention of proceeding with 
construction of the north-south bypass on the previously determined 
location. A major highway relocation, based on antiquated data and 
without regard to recent urban development and future growth plan- 
ning of the area, occasioned understandable misgivings among the 
officials and citizens of the city and the adjacent townships. 

On the basis of preliminary studies regarding streets and yt 
and comprehensive studies regarding population and growth trends, 
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Mr. Pollard, of the city planning firm of Harland Bartholomew & 
Associates, testified as to location of the proposed bypass: “We 
believe from what we have seen there is greater possibility to the west.’’ 
His subsequent detailed studies have confirmed that preliminary 
finding, and have shown the necessity of coordination of the arterial 
road system of Niles with that of the larger South Bend-Niles metro- 
politan area. Their completed studies, based not only on current 
data but also on a projection of that data to the future growth require- 
ments of the area, recommend a highway treatment of the metropoli- 
tan area as a whole, regardless of different municipal or State juris- 
dictions. 

From the testimony of Mr. Robert Huff, chairman of the South 
Bend, Ind., Planning Commission, it was apparent that the current 
thinking and planning in that city was inconsistent with the Michigan 
Highway Department’s plans for Niles. His testimony of record in 
part was: 


We have made a study of the situation and we have come 
up with a bypass to the west of South Bend. * * * U.S. 31 
itself is an acutely congested area from Niles to South Bend. 
It is acutely congested here in Niles, and in downtown South 
Bend the problem is becoming progressively more serious day 
by day. We have no alternative route out of the city except 
U.S. 31 through South Bend—there is no other route to get 
from north to south except right through the central business 
area by U.S. 31. The bypass of South Bend has received, 
locally, wholehearted backing * * *. The thing is sound, 
it can be considered from our standpoint as more or less 
final. 


This proposed project of a bypass location at Niles, though com- 
pletely intrastate, it would seem, is sufficiently related to other seg- 
ments of the same United States route outside of the State to suggest 
the desirability of its consideration in connection with interstate route 
planning, looking to an eventual, coordinated network of highways, 
interstate in character. 

The subcommittee endeavored to ascertain the responsibility, pro- 
cedure and methods of such desirable and statutorily required coor- 
dination. 

The State highway commissioner testified: 


When I was attending the American association meeting 
for State highway officials in New Orleans last year, Mr. V. E. 
Vogelson from the Indiana Highway Department was there. 
I asked him if there was any authority or whether any steps 
had been taken for a route on the west side of South Bend 
and coming north to Michigan. He said there was nothing 
in the air at that time, so I contacted him yesterday and 
here is a wire he sent me on May 9, 1956: “Indiana has no 
immediate plans for extending South Bend bypass northward 
from U. S. 20 west of the city.” 


Such casual communication between the highway departments 
certainly does not indicate a degree of coordination essential to 
appropriate interstate planning for highways. 
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ST. JOSEPH-BENTON HARBOR 


The Interstate System 


The Federal-Aid Highway Act of 1944 authorized the designation of 
a Nationa] System of Interstate Highways, not exceeding 40,000 miles 
in total extent, so located as to connect by routes, as direct as practi- 
cable, the principal metropolitan areas, cities, and industrial centers 
of the Nation. By formula apportionment, 985 miles of the total was 
allocated to the State of Michigan. 

In 1947 the Michigan Highway Department, in cooperation with 
the United States Bureau of Public Roads, undertook establishment 
of the location of the Interstate System in Michigan. Such original 
establishment of the system, based on apportionment of mileage, was 
more or less an area determination of routes—pencil lines on the map. 

Routes of the Interstate System were, according to the authorizing 
statute which provided for a 60 percent Federal financing, required to 
be located so as to connect as directly as practicable the principal 
population and industrial centers of the Nation. Reason and logic 
suggested that in selection of such interstate routes, areas of substan- 
tial population or industrial importance should also be served insofar 
as route locations near those areas would not detract from the system, 
or add adverse mileage to the system. All criteria and study recom- 
mendations were to the effect that such intermediate cities between 
principal termini would be served by a “skirting” location of the inter- 
state route. 

St. Joseph-Benton Harbor area designations 


The inclusion of the St. Joseph-Benton Harbor area on the desig- 
nated system in the first instance apparently was a matter of compro- 
mise. In testifying before the subcommittee regarding the location 
of this proposed route, Division Engineer Harrison, who represents the 
Federal Bureau of Public Roads in five Midwestern States, testified: 


I thought I would just like to tell you that in 1947 in July 
there was one route that had not been selected in the whole 
country that had been designated and that was between 
Detroit and Chicago. Commissioner Ziegler insisted that 
any interstate route that went from Detroit to Chicago must 
come by Benton Harbor in order that the people of Benton 
Harbor and St. Joseph both might have interstate traffic and 
be connected in the proper way. In order to get that route 
selected, we had to compromise, and one route was placed 
between Kalamazoo south to the South Bend-Niles-Elkhart 
area, and another came by Benton Harbor, with the feeling 
that the people of the twin cities would not be discomfited by 
having a Jimited access route through the cities, but that the 
interstate location would be to the east of the cities. 


The record is not clear as to the extent that this friendly compromise 
was based on careful analysis and evaluation of relevant criteria and 
factors by which area selection of the upward of a million-dollar-a-mile 
interstate system of Federal-aid highways was to be made. 

In addition to the interstate designation of east-west United States 
Route 12 in the St. Joseph-Benton Harbor area, an interstate area 
designation was made as to a north-south route (now U. 5. 31) through 
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the cities and paralleling the Lake Michigan coast northward to South 
Haven and connecting with Holland and Grand Rapids. 

Whether that route designation was also the result of compromise 
between the State highway department and the Federal Bureau of 
Public Roads was not ascertained. But, it is perhaps significant that 
highway department plans regarding a precise location of the route 
have been discarded pending additional studies and surveys. Mr. 
Bellenbaum of the Michigan Highway Department stated the depart- 
ment’s position in the following exchange: 


Mr. Betitensaum. Of course, since that report is out, it 
is no longer a proposed route. 3 

Mr. Dawson. All preliminary work relative to the running 
of this road north of Benton Harbor? 

Mr. Betitensaum. They have abandoned that until we 
get more complete studies. 


The original survey stakes, however, are still in place—mute and 
unpleasant reminders to the community of an official proposal based 
on admittedly incomplete studies and contrary to the expressed in- 
terests of those people most vitally concerned. 

Aerial surveys for the purpose of more precisely determining the loca- 
tion of interstate U. S. 12 bypassing the St. Joseph-Benton Harbor 
area were made in 1950. 

Application was made in February 1956 by the State highway de- 
partment to the Federal Bureau of Public Roads for approval of the 
State-selected route location between mtermedinte control points 
south of Kalamazoo and south of St. Joseph. 

Many citizens of the St. Joseph-Benton Harbor area protested the 
bypass location as unnecessarily and adversely divisive of the com- 
munity, inordinately more expensive than alternate routes, and in- 
consistent with the orderly growth potential of the area. 

No public hearings had been held; the economic effects on the com- 
munity, according to the testimony of highway officials, had been 
considered only generally. To an appreciable degree the engineering 
and other data had become outdated by the interim development and 
natural expansion of the community. Yet the district engineer and 
the division engineer of the Bureau of Public Roads in turn approved 
the location as submitted by the highway department. It is to the 
credit, however, of the Bureau headquarters engineers that they 
withheld approval of one illogical section of the requested location, 
even though that action was apparently based on nothing more than 
“the indirectness of the proposed final location.” (See appendix of 
this report for related correspondence.) It is possible that a careful 
analysis of all data’ on which the requested location was based and a 
careful evaluation of all possible alternatives in the light of the realities 
of the present situation might have occasioned similar questions regard- 
ing the entire route location. Unfortunately, however, present pro- 
cedures of the Bureau do not require such review of all available data. 

Considering the continuing growth of our cities and expansion of 
urban areas and the permanency of highway construction, it would 
seem axiomatic that sound and defensible highway planning must 
be based not only on current engineering and other data, but also on 
informed estimates as to future requirements. Whether the costly 
highway improvements of today are to give long and adequate service 











12 FEDERAL-AID HIGHWAYS IN MICHIGAN 


will no doubt depend in large measure on a judicious and defensible 
choice of location. 

Importance of the location of the Interstate System in urban areas 
was described in 1944 by the National Interregional Highway Com- 
mittee in the following passage of its report to the President: 


The interregional routes, however they are located, will 
tend to be a powerful influence in shaping the city. For this 
reason they should be located so as to promote a desirable 
development or at least to support a natural development 
rather than to retard or to distort the evolution of the city. 
In favorable locations, the new facilities, which as a matter of 
course should be designed for long life, will become more and 
more useful as time passes; improperly located, they will 
become more and more of an incumbrance to the city’s 
functions and an all too unpleasant reminder of planning that 
was bad. 


Indicative of the Bureau of Public Roads recognition of and concern 
with this important problem is the following statement in the latest 
Bureau report to the Congress: 


Because of the complexities of fitting a substantial urban 
highway improvement in the midst of a developed com- 
munity, and the attendant high cost for rights-of-way and 
construction, extensive and time consuming engineering 
studies have been found necessary. 


With the changing patterns of our communties, especially the more 
densely populated urban areas, extensive engineering studies and 
planning, however time consuming and expensive, would seem to be 
justified by the importance of such highway location. 

In testifying regarding the 1921 Federal-Aid Highway Act, former 
Commissioner of Public Roads said: 


We consider the greatest benefit that the Bureau of Roads 
can produce for the public as a whole is to get the roads in the 
best location possible. We consider that for hundreds of 
years these roads will be in these particular locations. 


As was observed by the committee studying interregional highways 
in 1944: New highways will exert a powerful influence in shaping the 
future development of localities. It is highly desirable that this 
force be applied as to promote a desirable urban development. 

Considering the geographical, physical and other factors affecting 
the development of the St. Joseph-Benton Harbor area, the growth 
trends of the past few years, and the expert estimates as to growth 
potential of the area, it would appear that a judicious selection of a 
route for an important highway requires “extensive and time-consum- 
ing engineering studies.” 

On the basis of testimony and evidence developed by the subcom- 
mittee, particularly the precipitous decision regarding plans when 
important related legislation was pending before the Donated: it is 
doubtful that the matter has been sufficiently and adequately con- 
sidered in the light of present actualities and in conformity with 
recognized criteria applicable to ‘the complexities of fitting a sub- 
stantial urban highway inprovemeunt in the midst of a developed 
community.”’ 


APPENDIX 


Exursir No. 1 
Crry or NILsEs 
BERRIEN COUNTY, MICH. 
Reso.tution Protrestinc Location or U. S. 31 Bypass Route 


Whereas the Michigan State Highway Department is planning to 
construct a limited-access trunkline highway as a bypass for Highway 
U.S. 31 around the city of Niles; and 

Whereas the said State highway department has requested the 
Common Council of the City of Niles to consent, by resolution, to the 
use of 17th Street in said city of Niles for the location of the said bypass 
highway, which said request was unanimously refused by the common 
council; and 

Whereas the said common council believes that the change in the 
character of the 17th Street area of said city which has occurred in 
the past 10 years has been ignored by the State highway department 
in its persistence in locating the said bypass highway upon the said 
city of Niles street; and 

Whereas the said common council further believes that such bypass 
would divide and separate the city from those heavily populated resi- 
dential developments adjoining the eastern limits of the city and 
known as Parker’s East and Oak Manor subdivisions, whose residents 
are required to have easy access to the city in connection with their 
travel to their employment; and 

Whereas the said common council further believes that such bypass 
would forever prevent any eastward expansion of the city and would 
eliminate those areas adjacent to the northern and eastern city limits 
as potential areas for the residential, commercial, and industrial 
growth of the city; and 

Whereas the said common council further believes that the proposed 
bypass would endanger the lives of the hundreds of children using the 
high school and athletic fields now located on 17th Street and immedi- 
ately adjacent to the site of the bypass as now proposed; and 

Whereas the said common council also believes that the best interests 
of the people of the city of Niles will not be served by the lonatine 
of the proposed bypass upon 17th Street because such location woul 
require the vacating of 17th Street, an important cross-town street 
carrying a heavy volume of vehicular trafic of persons employed 
within an adjacent to the city, and would make it. necessary to add this 
traffic to other already-overburdened streets within the city, and also 
because such use of 17th Street would require the closing of man 
important access streets which now intersect with 17th Street, as we 
as the condemnation and destruction of many valuable homes. and 
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residential 2 ies et on and near these said access streets, all of which 
would 9 t in a material reduction in the taxable properties of the 
city; an 

ereas the said common council believes that Federal-aid funds 
are to be expended in the construction of the proposed bypass, and 
that such Federal-aid funds should be denied for any bypass which 
it is proposed to construct upon a city street: Now, therefore, be it 

Resolved: 

1. That the Common Council of the City of Niles hereby protests 
and objects to the proposed location of a high-speed, limited-access 
trunkline bypass highway over or upon 17th Street, or any other public 
street, within the corporate limits of the said city of Niles. 

2. That the said common council respectfully hereby requests the 
Committee on Government Operations of the United States House of 
Representatives to inquire into the use of any Federal funds in con- 
nection with the construction of such a bypass upon 17th Street or 
any other public street within the city of Niles. 

3. That the city clerk hereby is directed to forward a true copy of 
this resolution to the Honorable William L. Dawson, United States 
Representative and chairman of the said House committee, and a 
copy thereof to the Honorable Clare E. Hoffman, United States 
Representative of this Fourth Congressional District for Michigan, 
and a copy thereof to the Michigan State highway commissioner. 

Rollcall: Ayes: All members. Tames None, 

Resolution declared adopted. 

I hereby certify that the foregoing resolution was adopted by the 
Common Council of the City Ps Niles, at a regular meeting thereof 
held March 26, 1956, and was approved by the mayor on the said date. 


Epwin CRAMER 
Mayor. 

Burt C. Lurts, 

City Clerk. 


Benton Harsor, Micu., April 24, 1956. 
Hon. Wiiu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House Office Building, Washington, D. C. 

Dear Mr. Dawson: We in this area well remember you as a very 
fairminded and influential chairman of the Committee on Govern- 
ment Operations, who a few years ago helped our raspberry growers 
straighten out a problem with the Pure Food and Drug Department. 
We will ever be thankful to you for helping to make possible the 
recovery of our raspberry industry to again be one of the brightest 
spots in our horticulture picture. 

Now we have another problem in which we think you will be very 
interested. Our Michigan State Highway Department proposes to 
build a bypass for U. S. 12 south and east of St. Joseph and Benton 
Harbor. While we believe our area needs a bypass, we believe it 
should be built— 

1. Where it will serve the best interests of the future users of it. 

2, Where it will not unnecessarily hamper and cheapen the 

future development of our area or needlessly take future poten- 
tial valuation off of our tax rolls. 
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3. Where the taxpayers will get the most for their money. 
4. Where it will serve best for national defense. 

We are sending you a map showing the roundabout way where the 
State highway department is proposing to build this bypass. It is 
approximately three-quarters of a mile longer than the direct route as 
shown on the map. 

This roundabout route runs directly through the most valuable 
present and future potential development area in our rather small 
township. To give you an idea of how fast this area is developing, a 
conservative estimate of new-home building in our township for 1955 
was $3 million. This route with two proposed interchanges will 
remove 180 acres from our tax rolls, which with the kind of home 
building now going on in this area, represents a conservative present 
and future potential valuation of $10 million. The direct route would 
remove only an estimated $4 million of future valuation. 

We in our township firmly believe that the future development of 
our very fast growing and most promising area will be definitely 
hampered and cheapened if this hi er is built on the present State 
highway survey. Building the interchange farther to the south will 
increase the radius of the area that could benefit from it. 

The cost of the right-of-way of the roundabout route is conserva- 
tively estimated at one-quarter million more than the direct route, 
besides the cost of building the additional mileage. (We have figures 
to substantiate this estimate.) 

We will be using this highway for many years to come, we owe it to 
our children and Saallees to locate it where it will serve future 
users the most and the best. 


For these reasons we respectfully request a hearing of your Con- 
gressional Committee on Government Operations to allow us to 
present our problem to you in detail. 

We appreciate your fine service in the past and hope that you can 
aid us again as we endeavor to help our State highway department to 
choose the most logical route for this much-needed bypass. 

Respectfully yours, 


Harry Nys, 
Farmer, St. Joseph, Mich. 


This letter has our official endorsement. We would appreciate a 
reply at your earliest convenience. 


Sr. JosepH Townsuir Boarp, 
By H. R. Morss, 
Supervisor, Berrien County, Mich. 


{Telegram} 


Benton Harsor, Micu., March 27, 1956. 
Congressman CLare E. HorrMan, 
House of Representatives. 

Dear ConGressMAN: As your constituents, we endorse your efforts 
to obtain a hearing before the United States Commissioner of Public 
Roads for the people in Berrien County, Mich., who are protesting 
State Highway Commissioner Ziegler’s latest highway building plan. 
The wastefulness, duplication, and absurdity of the plan as intended 
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for our specific area are unbelievable. It will result in a complete 
division of our township, dismemberment of some of our best farms, 
economic collapse of several dozen businesses, and the ruin of one of 
southwestern Michigan’s best tourist regions. We are not against 
new and improved highways. But these must be planned intelli- 
gently with the needs of all the people carefully considered. As 
taxpayers we protest the squandering of available Federal funds 
on highways that are thoughtlessly coneeived and do more harm 
than good. Therefore, we, and the group of residents and business- 
men located on U. S. 31 north of Benton Harbor which we represent, 
ask for your help in securing an opportunity for us to state our views 
at the contemplated public hearing. We would like to be informed 
as to the time and place of this hearing. ah 
GORGE SELFRIDG. 
THomas CorBert. 
M. Burakosr. 

Rosert Hornack. 


Exuisir No. 2 


REGULATIONS UNDER THE FEDERAL-AID ROAD ACT OF 
JULY 11, 1916, AS AMENDED AND SUPPLEMENTED 


(These regulations were published in the Federal Register and 
effective January 16, 1951, except for subsequent amendments of 
certain sections, the effective dates of which are indicated by foot- 
notes.) 

Titue 23—Hicaways 


CHAPTER I—BUREAU OF PUBLIC ROADS, DEPARTMENT 
OF COMMERCE 


Part 1—Rzcuiations UNpER THE Feperat-Arp Roap Acr or Jury 11, 1916, 
AS AMENDED AND SUPPLEMENTED 


g 


Definitions. 

Purpose. 

Organization and powers of State highway department. 
Selection and designation of highway systems. 
Establishment of ‘urban area’’ boundaries. 

Programs of proposed projects. 

Project statements. 

Surveys, plans, specifications, and estimates. 

Project agreements. 

Construction and contracts. 

Right-of-way. 

Labor and employment. 

Highway planning and research projects. 
Railway-highway crossing projects. 

Coordination of airport a highway location. 
Maintenance of projects. 

Traffic signs and signals. 
Diversion of gasoline and motor-vehicle taxes; reduction of apportionment. 
Records and cost keeping. 

Payments. 

Advance of funds. 

Delegation of authority. 

Operating procedures and instructions. 


Application of regulations. 
Secondary road ae. 
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§ 1.1 Definitions. For the purposes of the regulations in this part, 
the cage ey es shall be construed, res stir to mean: a 

(a) Act. The Federal-Aid Road Act of hay 11, 1916. and all acts 
amendatory thereof or supplementary thereto (U. S. C. 23), except 
those provisions which relate to national forest roads and highways, 
national park and national park approach roads and parkways, and 
Indian reservation roads. 

(b) Secretary. The Secretary of Commerce, Department of Com- 
merce. 

(c) Commissioner. The Commissioner of Public Roads, Bureau of 
Public Roads, Department of Commerce. 

(d) State highway department. The department of each State 
pice adequately organized and equipped to exercise all the 
unctions incident to operations under the Federal highway legislation 
and authorized, by the laws of the State, to make final decisions for 
the State in all matters relating to, and to enter into, on behalf of the 
State, all contracts and agreements providing for State-Federal 
cooperative road projects. 

(e) Latest available Federal census. The latest available Federal 
decennial census, except for the establishment of “urban area’’ 
boundaries as provided in § 1.5. 

(f) Urban area: An area including and adjacent to a municipality 
or other urban place of five thousand or more as shown by the latest 
available Federal census. 

(g) Rural areas. All areas of the State not included in “urban 
areas,”’ 

(h) 1954 Secondary Road Plan. The plan under which a State 
requests that the Secretary of Commerce discharge his responsibility 
relative to certain statutory duties pertaining to secondary roads by 
receiving and approving a statement certified by the State bighway 
department, all as more fully set forth in, and pursuant to, the 
second, third, and fourth provisos of section | of the Federal-Aid 
Highway Act of 1954. 

1.2 Purpose. (a) To establish the pattern for a long-range pro- 
gram of highway development designed for the national defense and 
to serve the major classes of highway traffic broadly defined as (1) 
interstate or interregional, (2) intercity or intrastate, (3) rural sec- 
ondary or farm-to-market, and (4) intra-urban; 

(b) To recognize the State highway department as the legal repre- 
sentative of the State including all government subdivisions in the 
administration of the act within each State; 

(c) To provide for a more comprehensive rural-road program 
through cooperation between the State highway department, the coun- 
ty or other appropriate local road officials, and the Bureau of Public 
Roads in connection with the Federal-aid secondary system; * 

(d) To insure continuity in the direction of expenditures to accom- 
plish the objectives of the long-range program by the selection of road 
systems and by annual improvement programs of projects lying upon 
each system; 

(e) To create for the purposes of the act “urban areas’ which are 
urban in character and which may include suburban communities 
1 Effective date April 23, 1954. 


* Effective date July 27, 1954. 
*Effective date July 27, 1954. 
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outside municipal boundaries and to make provision for aiding the 
planning and development of arterial highways to serve such areas. 

§ 1.3 Organization and powers of State highway department. Each 
State shall maintain at its own expense a State Shear department 
as defined in § 1.1, having adequate powers and suitably equipped 
and organized to discharge to the satisfaction of the Secretary the 
duties required by the act and by the regulations in this part. "Woon 
time to time as the Secretary may determine, there shall be furnished 
to him, by or on behalf of a State, information concerning: (a) Laws 
affecting roads and the authority of the State and local officials in 
reference to the acquisition of rights-of-way, construction, mainte- 
nance, and control of roads; (b) the State highway department, how 
seinees and organized; (c) constitutional and legislative provisions 
relative to revenues for the administration, construction, reconstruc- 
tion, and maintenance of roads; and (d) funds that will be available 
to meet the State’s share of the cost of construction work to be per- 
formed and the sources of such funds. 

§ 1.4 Selection and designation of highway systems. (a) The highway 
systems designated to become the pattern for the long-range develop- 
ment of adequate highway service shall be so selected as to form an 
integrated net within each State and with like systems at State 
boundaries. There is no predetermined time limit for the submission 
of the full selection of the systems and no fixed maximum for the 
mileage of the systems other than the specific limitations of the act. 

(b) The extent of the over-all mileage of the systems as finally 
approved shall be determined by the ratio of the estimated annual 
income that will be available from all sources for, and the estimated 
annual costs of, the maintenance, construction, and reconstruction of 
the mileage included in the long-range program and shall be so bal- 
anced as to permit completion of the initial improvements within 
a reasonable period of years. The conservation and development of 
natural resources and of economic and social values, particularly 
those encouraging desirable land utilization, by providing adequately 
improved and maintained highways are to be given greater weight 
in the selection of routes for inclusion in the several systems than is 
the existing numerical traffic volume. 

(c) The highway systems to be selected and designated in accord 
with the requirements of the act are: 

(1) A national system of interstate highways as required by section 
7 of the Federal-Aid Highway Act of 1944. 

(2) The Federal-aid hieeway system as now constituted and 
approved, with such revisions as may be approved. 

(3) A Federal-aid secondary system as required by the act. The 
roads selected shall be roads not included in the Federal-aid highway 
system and shall be exclusively within ‘rural areas’, except that in 
States which have a population density exceeding 200 per square mile, 
roads and streets within “urban areas’? may be included; and also 
except for approved extensions of the secondary system within urban 
areas. The system so selected in cooperation with local road officials 
shall be submitted to the Commissioner of Public Roads in the form 
required by him and shall be subject to his approval. 

(d) An extension of a secondary system into an urban area may be 
approved where such extension connects the point from which the 
extension is made with another point on the secondary system outside 
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of the urban area either by direct connection, using the secondary 
system exclusively, or an indirect connection which uses a portion of 
another Federal-aid system. Any such extension may be financed 
only with urban funds. This paragraph does not affect the statutory 
right of those States which have a population denisty exceeding 200 per 
square mile to include in the secondary system roads and streets within 
urban areas. 

(e) All revisions of systems, including transfers from one system to 
another, are subject to approval by the Commissioner. However, 
approval of revisions of any section of the national system of interstate 
highways between such control points as may be established, on 
which section an interstate project has been constructed, or is under 
actual construction, with Federal-aid funds, will be given only under 
the most unusual circumstances and conditions, which would clearly 
justify such approval.‘ 

§ 1.5 Establishment of “urban area” boundaries. Prior to the inclu- 
sion in a proposed program of any project involving funds authorized 
for urban areas, the boundaries of the particular urban area or areas 
involved shall be submitted by the State highway department and 
approved by the Commissioner, in accord with the terms of the act. 
For the purposes of this section, the term “latest available Federal 
census’ as used in the act, shall mean the latest published official 
census, decennial or special. Projects in urban areas for which the 
boundaries have been established’ may be approved prior to the 
determination of the boundaries of all urban areas within a State.' 

§ 1.6 Programs of proposed projects. Each State highway depart- 
ment shall prepare and submit to the Commissioner for approval 
detailed programs of proposed projects for the utilization of any 
apportionment of funds made to the State under the provisions of the 
act. Projects for construction on the Federal-aid secondary system 
shall be selected and the specifications with respect thereto shall be 
determined by the State highway department and the appropriate 
local officials in cooperation with each other, subject to approval b 
the Commissioner as provided by the act. Specifications for individ- 
ual secondary road projects in those States adopting the 1954 Secondary 
Road Plan are not subject to approval by the Commissioner. These 
programs shall be in such form and shall be supported by such infor- 
mation as the Commissioner may require. Prior to the inclusion in 
the program of projects lying off the approved systems, the routes of 
which such projects form an integral part shall be submitted by the 
State highway department and approved by the Commissioner as 
routes of the appropriate system.’ 

§ 1.7 Project statements. (a) The program required by § 1.6 may 
be accepted as constituting the project statement referred to in the 
act. 

(b) The Commissioner shall not authorize the advertisement of any 
project and shall not concur in the award of any contract for any proj- 
ect until the program which includes such project has been approved. 

$1.8 Surveys, plans, specifications, and estimates. (a) Surveys 
rae specifications, and estimates for all oe res shall be prepared 

y or under the immediate direction of the State highway department 
and shall show in convenient form and detail the work to be performed 


‘4 Effective date July 27, 1954. 
5 Effective date April 23, 1954. 
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and the probable cost thereof, all in conformity with the standards 
governing form and arrangement prescribed by the Commissioner. 

(b) The State highway department may utilize the services of 
well-qualified and suitably equipped engineering organizations of 
counties, municipalities, or other local subdivisions, acting under its 
direction, for making surveys, preparing plans, specifications, and 
estimates, and for supervising the construction of any project. Inas- 
much as the act requires each State to maintain at its own expense a 
State highway department having adequate powers and suitably 
equipped and organized to discharge the duties required, no part of 
the cost of maintaining the central office of a State highway depart- 
ment or the central office of any publicly maintained engineerin 
organization which may be utilized by the State shall be paid wi 
Federal funds. 

(2) The State highway department may utilize the services of the 
engineering organizations of the affected railroad companies for 
Pa a i crossing projects subject to the same limitations as 
to the general overhead costs. 

(3) The services of consulting engineers and private engineering 
organizations may be utilized on a contract basis for design, prepara- 
tion of plans, specifications, and estimates, and in special cases for 
construction engineering other than general supervision, only under 
one or more of the following circumstances: (i) The work is of un- 
usual character requiring highly specialized knowledge and experience ; 
(ii) it would not be possible to enlarge the staff of personnel available 
to the State so as to perform the engineering services on the project 
within a reasonable time; or (iii) the State has a program substantially 
larger than normal or expected in future years and it desires to em- 
ploy consulting engineers, rather than build up its organization for 
a comparatively short period.® 

(c) Until plans, specifications, and estimates for a project or part 
thereof have been submitted and found satisfactory by the authorized 
representatives of the Commissioner, and the State has been so notified 
no project or part thereof shall be advertised for contract, 


(d) If any part of the cost of a project is to be provided by a county, ° 


municipality, or other local subdivision of a State, the State highway 
department shall determine the official actions to be taken by, and 
shall enter into such agreements with, the appropriate local officials 
as the department shall find desirable to safeguard its responsibility 
under the act for the fulfillment of the project agreement and the 
continuous maintenance of the project. 

§ 1.9 Project agreements. (a) A project agreement between the 
State highway department and the Commissioner shall be executed 
for each project on a form furnished by the Commissioner. No pay- 
ment on any project shall be made by the United States unless and 
until such agreement has been executed, nor on account of costs 
incurred prior to authorization by the authorized representative of 
the Commissioner. 

(b) Subsequent to execution of the project agreement no change 
shall be made which will increase the cost of a project to the Federal 
Government or alter its termini, type, or other conditions except upon 
agreement with the Commissioner. 


* Effective date April 23, 1954. 
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§ 1.10 Construction and contracts. (a) Actual construction work 
shall be performed by contract awarded by competitive bidding under 
such procedures as may be required by this part and by the operating 
procedures and instructions issued by the Commissioner unless the 
Commissioner shall affirmatively find that under the circumstances 
relating to a given project some other method is in the public interest. 
Before any work is undertaken by direct labor, the State highway 
department shall determine that the organization that is to undertake 
the work is able and equipped to perform such work at costs which 
are reasonable and which compare favorably with similar contract 
work.’ 

(b) No part of the Federal money set aside on account of any 
project shall be paid until it has been shown to the satisfaction of the 
Commissioner that adequate methods, either advertising or other 
devices appropriate for the purpose, were employed, prior to the begin- 
ning of construction, to insure economy and efficiency in the expendi- 
ture of such money. An advertising period of 2 weeks may be ac- 
cepted, provided a suitable mailing list of contractors is maintained 
by a State highway department to whom notices of new work are 
mailed, and public advertisement is inserted at least once a week for 
2 weeks in such publications as will insure adequate publicity, the 
first insertion to be 2 weeks prior to the opening of bids. In case of 
emergency an advertising period of less than 2 weeks, or another 
method insuring competitive prices, may be approved. 

(c) All contracts for the construction of highways under the act 
shall require the contractor to furnish all materials entering into the 
work, except as otherwise authorized by the prior approval of the 
Commissioner. No requirement shall be contained in any contract 
entered into by any State providing price differentials for, requiring 
the use of, or otherwise discriminating in favor of materials produced 
within the State. 

(d) No procedure or requirement shall be approved which, in the 
judgment of the Secretary, is designed or may operate to prevent the 
submission of a bid by, or the award of a contract to, any responsible 
contractor, whether resident or nonresident of the State wherein the 
work is to be performed, such as laws or regulations which require the 
licensing of a contractor before he may submit a bid or which prohibit 
the consideration of a bid submitted by a contractor not so leensed, 
or rules which govern the prequalification of contractors by which 
the amount of work that may be awarded to a contractor is limited 
otherwise than by a full and appropriate evaluation of his experience, 
equipment, financial resources, and performance record. 

(e) No contract for any project or part thereof shall be entered 
into or award therefor made by any State without prior concurrence 
in such action by the Commissioner, and no alteration in the contract 
subsequently shall be made without the approval of the Commissioner. 
Prior to concurrence by the Commissioner in any proposed award of 
a contract for work financed in whole or in part with funds made 
available under the Federal-Aid Highway Act of 1954 or subsequent 
acts, the State shall furnish a sworn statement executed by, or on 
behalf of, the successful bidder to whom such contract is to be awarded, 
certifying that such person, firm, association, or corporation has not 
either directly or indirectly, entered into any agreement, participated 


7 Effective date July 27, 1954. 
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in any collusion, or otherwise taken any action in restraint of free 
competitive bidding in connection with such contract.’ 

(f) Where bids for a project are received on alternate types of con- 
struction, the award of contract shall be made to the responsible 
bidder submitting the lowest acceptable bid irrespective of type, unless 
it be satisfactorily shown that it is in the public interest to accept a 
higher bid. 

(g) All contracts for projects under the act shall contain suitable 
stipulations designed to insure that the contractor shall perform with 
his own organization work amounting to not less than 50 percent of 
the combined value of all items of work covered by the contract for 
each project: Provided, however, That any work under the contract 
which will require highly specialized knowledge, craftsmanship, or 
equipment not ordinarily available in contracting organizations 
qualified to bid on the project, may be designated and shown in the 
advertised specifications as “Specialty Items’ and the items so 
designated may be performed by subcontract without regard to the 
above limitation. 

(h) No part of the money apportioned under the act shall be used, 
directly or indirectly, to pay or to reimburse a State, county, or local 
subdivision for the payment of any premium or royalty on any 
patented or proprietary material, specification, or process for a dis- 
tinctive type of construction unless purchased or obtained on open 
actual competitive bidding at the same or a less cost than unpatented 
articles or methods, if any, equally suitable for the same purpose: 
Provided, however, That patented or proprietary articles or methods 
of reasonable cost which constitute minor elements of a contract item 
may be specified and paid for if purchased in competition with one 
or more equally suitable patented or proprietary articles or methods 
or if information is included in the advertisement stating the price 
at which such patented or proprietary articles or methods are available 
to all contractors. Manufactured patented or proprietary articles 
which constitute a major part of the cost of a contract item may be 
specified and paid for if competition is assured with unpatented or 
nonproprietary articles or between two or more manufactured pat- 
ented or proprietary articles accepted as equally suitable for the same 
purpose. Nothing in this section shall be construed as a prohibition 
against the use of any patented or proprietary material, specification, 
or process for a distinctive type of construction on relatively.short 
sections of road for experimental purposes. 

(i) Construction engineering and inspection charges reimbursable 
with Federal funds shall be limited to the salaries of individuals di- 
rectly employed on a project and to other necessary costs incurred in 
connection with such engineering and inspection. 

(j) Where a public or private utility occupies a public highway 
right-of-way and the facilities of such utility have to be moved, ad- 
justed, or changed because of the construction of a project, the State 

ighway department shall make a formal finding as to the extent that 
such utility is required to move, adjust, or change its facilities at its 
own expense, or is relieved of that obligation by law or otherwise. 
The Commissioner will determine in all such cases whether reimburse- 
ment from Federal funds may be made. Reimbursement from Fed- 
eral funds in any case shall not exceed the regular Federal pro rata 


5 Effective date July 27, 1954. 
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share of the cost of such work actually paid by the State or its sub- 
divisions. Work for the necessary adjustment of public utility facili- 
ties in connection with the construction of a project may be under- 
taken, if so determined by the State highway department, by the 
utility concerned on a force account basis. Maintenance of railroad 
traffic, including temporary support trestles, track adjustments, signal 
installations and adjustments, the rearrangement of telegraph and 
telephone lines on railroad rights-of-way, and the adjustment of exist- 
ing drainage facilities, may be undertaken by the railroad or other 
utility involved, by agreement with the State highway department. 
Any material furnished by a railroad company or other utility for 
temporary work will be reimbursed at actual cost less fair salvage 
value when the material is released. 

(k) The procedures being followed in each State with respect to the 
award of contracts by competitive bidding shall be designed to bring 
about the letting of contracts at the lowest cost consonant with capa- 
ble performance under circumstances permitting a fair and adequate 
opportunity for the submission of bids. Such procedures shall con- 
form with all pertinent provisions of this part and with all pertinent 
operating procedures and instructions now or hereafter issued. In 
the event a review by the Commissioner discloses any procedures 
deemed by him to be contrary to the aforesaid purposes, the provisions 
of this part, or the operating procedures and instructions, then the 
Commissioner shall require that such procedures shall be changed in 
order to conform to such purposes, regulations of this part, operating 
procedures and instructions.’ 

§ 1.11 Right-of-way. Federal participation in right-of-way shall 
be restricted to the costs of right-of-way actually acquired subsequent 
to the date of approval of the program which includes the project for 
which such costs are incurred. Such costs may include costs incurred 
and paid, pursuant to State law, for damages to the adjacent property 
not actually acquired, resulting from the taking of the right-of-way 
or construction of the highway thereon. Such costs also may include 
costs for portions of right-of-way acquired for future use. Only 
such right-of-way costs as are in fact paid out from public funds 
of the State or a subdivision (as distinguished from a mere transfer 
from one department to another, or some similar action) shall be 
eligible for reimbursement. However, reimbursement may be made 
in proper cases (including cases involving a mere transfer of funds or 
similar action) for costs actually incurred in the readjustment, repair, 
or restoration of facilities or improvements made necessary by reason 
of the construction of the highway.’ 

§ 1.12 Labor and employment. (a) No convict labor shall be em- 
ployed and no materials manufactured or produced by convict labor 
shall be used on any project constructed under the regulations in 
this part. 

(b) The selection of labor to be employed on any work undertaken 
under the act in each State shall be in conformity with the laws of 
such State. 

(c) To prevent the exploitation of labor all contracts shall prescribe 
the minimum rates of wages for skilled, intermediate, and unskilled 
labor, as predetermined by the State highway department, which 


* Effective date July 27, 1954. 
” Effective date April 23, 1954, 
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contractors shall pay, and such minimum rates shall be stated in the 
specifications advertised in the call for bids on the proposed project. 

(d) All contracts for the construction of projects shall require that 
the wages of all labor shall be paid in legal tender of the United States. 
This condition will be considered satisfied if payment is made by a 
negotiable check on a solvent bank, which ma be enadily cashed by 
the employee in the immediate community for the full amount, without 
discount or collection charges of any kind. 

§ 1.13 Highway planning and research projects. Each State high- 
way department shall prepare and submit a detailed program of pro- 
posed engineering and economic investigations and highway research 
necessary in connection therewith, showing the amount of Federal 
and State funds proposed for expenditure on each item thereof. Sub- 
ject to the approval and project agreement procedure provided for 
construction projects, not to exceed 1% percent of the amount ap- 
portioned for any year to each State for expenditure on the Federal- 
aid primary highway system, the Federal-aid secondary highway 
system, and the Federal-aid primary highway system in urban areas, 
respectively, shall be used for highway planning and research projects, 
and the funds programed for such purposes may be pooled and 
administered as a single fund for the financing of the various items of 
work. Pending the submission and approval of the final detailed 
oe, 1s percent of the amount apportioned for any year to each 
State for expenditure on each of the said Federal-aid systems shall be 
programed for highway planning and research projects." 

§ 1.14 Railway-highway crossing projects. (a) Before a project for 
the elimination of hazards at a railway-highway crossing shall be 
approved for construction on agreement shall be entered into between 
the State highway department and the railroad concerned for the con- 
struction and maintenance of such project. Each such project to be 
financed in whole or in part from funds provided under the Federal-Aid 
Highway Act of 1944 and subsequent acts shall be classified and the 
benefits to be derived from and contributions to be made to such 
project by the railroad shall be determined in accordance with the 
classification and procedure established for that purpose, and the 
estimate of benefits and contributions so determined shall be included 
in the agreement between the State highway department and the rail- 
road. 

(b) State laws pursuant to which contributions are imposed upon 
railroads for the elimination of hazards at railway-highway crossings 
shall be held not to apply to Federal-aid projects. 

§ 1.15 Coordination of airport and highway location. Federal high- 
way funds shall not be used for the reconstruction or relocation of any 
highway giving access to, or closed or impaired by, an airport con- 
structed or extended after December 20, 1944 unless, prior to such 
construction or extension, the State highway department and the 
Bureau of Public Roads have concurred with the officials in charge 
of the airport that the location or extension of such airport and the 
consequent reconctruction or relocation of the highway are in the 
public interest. 

§ 1.16 Maintenance of projects. (a) Maintenance of all projects 
constructed under the provisions of the act shall be the responsibility 
of the State except for those projects or portions thereof which may 


il Effective date August 27, 1952. 
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be eliminated from the Federal-aid highway system or from the 
Federal-aid secondary system through relocation in connection with 
further improvement of a project. The State highway department, 
acting under the laws of the State, may provide for maintenance of 
Federal-aid projects by agreement with municipal or other local 
authorities, but the responsibility of the State to maintain such proj- 
ects satisfactorily remains unchanged under the requirements of 
section 14 of the Federal Highway Act as amended by section 6 of the 
Federal-Aid Highway Act of 1950. 

(b) A project for which the State highway department proposes to 
provide mamtenance by an agreement with a municipality or a 
county shall not be approved if any project previously improved with 
Federal funds under the provisions of the Federal Highway Act, 
as amended and supplemented, which the said county or other sub- 
division has agreed to maintain, is not being satisfactorily maintained 
or shall not be approved until such previously improved project shall 
have been placed in a proper condition of maintenance, as determined 
by the Commissioner. 

$1.17 Traffic signs and signals. (a) All signs and traffic-control 
devices and other protective structures, whether paid for from Federal 
or other funds, erected on or in connection with highways or structures 
on which Federal funds are expended, shall be in conformity with 
such manual or uniform traffic-control devices as may be adopted by 
the American Association of State Highway Officials, approved by the 
State highway department, and concurred in by the Commissioner. 

(b) The rights-of-way provided for Federal-aid highway projects 
shall be held inviolate for public highway purposes and no signs 
(other than those specified in paragraph (a) of his section), posters, 
billboards, roadside stands or other private installations shall be 
permitted within the right-of-way limits, except under circumstances 
approved by the Commissioner on portions of right-of-way acquired 
for future use.” 

§ 1.18 Diversion of gasoline and motor-vehicle taxes; reduction of 
apportionment. If the Secretary shall find at any time that lesser 
amounts of the revenues derived from State motor-vehicle registration 
fees, licenses, gasoline taxes, and other special taxes on motor-vehicle 
owners and operators in any State are required by its laws to be 
applied to Mahiway purposes than were required to be so applied by 
the laws of such State on June 18, 1934, he shall take such action as 
he may deem necessary to comply with the provisions of section 12 
of the act of June 18, 1934 (48 Stat. 995), by reducing the first Federal- 
aid apportionment made to a State after the date of a finding that 
such State has diverted contrary to the aforesaid act, by an amount 
not in excess of one-third of the total apportionment to which the 
State otherwise would be entitled under the Federal-Aid Road Act of 
1916, as amended. In any such reduction, each class of apportioned 
Federal-aid funds; namely, primary, secondary, urban, and interstate, 
shall bear the same proportionate share of the reduction.’ 

§ 1.19 Records and cost keeping. (a) Such records of the cost of 
construction, of mspection, of tests, and of maintenance done by or on 
behalf of the State, shall be kept, by or under the direction of the 
State highway department, as will enable the State to report, upon 
the request of the Commissioner, the amount and nature of the 
expenditure for these purposes. 


12 Effective date April 23, 1954. 
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(b) The accounts and records, together with all supporting docu- 
ments, shall be open at all times to inspection by the Commissioner 
or his authorized representatives and copies thereof shall be furnished 
when requested. 

§ 1.20 Payments. Vouchers in the form provided by the Com- 
missioner and certified as therein prescribed, showing amounts 
expended on any project and the amount claimed to be due from the 
Federal Government, shall be submitted by the State highway depart- 
ment to the Bureau of Public Roads, either after completion of the 
project or as the work progresses 

§ 1.21 Advance of funds. If necessary to enable any State highway 
department to make prompt payment for work as it progresses and 
thereby insure expeditious completion of projects, the Commissioner 
may advance the Federal share of the cost of such projects to any 
State that does not after June 30, 1945, divert to other than highway 
uses road-user revenues in violation of section 12 of the act of June 18, 
1934 (48 Stat. 995). Such advances shall be made in such manner 
and subject to such conditions as may be prescribed by the Com- 
missioner. 

§1.22 Delegation of authority. The Commissioner of Public Roads 
shall perform the functions vested in the Secretary by the act except 
for the following: (a) Making regulations; (b) functions reserved to 
the Secretary by these regulations; (c) apportioning Federal-aid road 
funds among the States; and (d) functions reserved to the Secretary 
by internal directives and administrative regulations of the Depart- 
ment. The Commissioner may redelegate any power or authority 
conferred upon him by this section to any official or officials of the 
Bureau of Public Roads as in his judgment will result in economy and 
efficiency in effectuating the purposes of the act and the regulations in 
this part. 

§ 1.23 Operating procedures and instructions. The Commissioner 
is hereby authorized to issue such operating procedures and instrue- 
; tions not in conflict with the act or with the regulations in this part 
i as he may deem necessary for carrying out the provisions and effectu- 
y ating the purposes of the act and the regulations in this part, and all 
such operating procedures and instructions issued by him shall be and 
continue in full force and effect from the date on which issued or made 
effective until modified or revoked by bim. 

§ 1.24 Application of regulations. The regulations in this part 
shall take effect upon publication in the FeppraLt Recister and 
shall supersede all regulations heretofore in effect for carrying out the 
provisions of the act. 

§ 1.25 1954 Secondary Road Plan. Any State, the District of 
Columbia, the Territory of Hawaii, or Puerto Rico may come under 
the 1954 Secondary Road Plan with the approval of the Com- 
missioner pursuant to such operating procedures and instructions as 
the Commissioner may from time to time prescribe. Such approval 
will remain in effect at the discretion of the Commissioner. Any 
State, District, or Territory which comes under the 1954 Secondary 
Road Plan shall not be subject in connection with secondary road 
projects to the following sections of this part: § 1.8 (a), (b) (3) and 
(c) ; oe of § 1.10 except paragraph (1); and § 1.12 (b), (ce) 
an ‘ 


18 Effective date July 27, 1954, 
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UNITED STATES DEPARTMENT OF COMMERCE 
BUREAU OF PUBLIC ROADS 
ADMINISTRATIVE MEMORANDUM 1-10 
Date of issuance: May 22, 1956 
ORGANIZATION AND FUNCTIONS 


Subject: Delegations of authority. 


Supersedes: Administrative Memorandum 1-10, dated October 27, 
1955. 


1. Purpose 


The purpose of this memorandum is to delegate to other officers of 
the Bureau of Public Roads certain of the authority vested in the 
Commissioner by law, regulation or delegation from the Secretary of 
Commerce. 

2. General 


a, As used herein and in other memoranda issued by Public Roads, 
the term “deputy commissioner” will include the Solicitor unless spe- 
cifically stated otherwise, and the term ‘Division 15” will mean the 
Division of Eastern National Forests and Parks. 

b. Authority delegated in this memorandum may not be redele- 
gated, except as specifically directed or authorized herein. However, 
this shall not be construed to prevent any person from delegating his 
authority to an assistant during his absence from official station, nor 


from assigning specific authority to assistants to be exercised for him 
in his behalf. 

c. Authority redelegated to district engineers is subject to the policy 
direction and coordination of the division engineer. 


3. Administrative authorities 

a. Authority to direct travel (except travel involving change of 
official station, AM 2-5, or attendance at meetings when attendance 
must be approved by the Commissioner, AM 2-9) and to approve 
travel advances is delegated as follows: 

(1) Deputy commissioners may travel and issue travel authori- 
zations for all employees under their supervision to points 
throughout the United States, including Alaska, Hawaii and 
Puerto Rico. 

(2) Division engineers may travel and issue travel authoriza- 
tions for all employees under their supervision to points in their 
respective divisions or in adjoining divisions. 

(3) Deputy commissioners and division engineers may author- 
ize or approve expenses incurred im the preparation and trans- 
portation to home or official station of the remains of a deceased 
employee who has died while in travel status on official business 
or while on assignment to a post of duty outside the continental 
United States. 

(4) Division engineers in Divisions 7, 8, 9 and 15 may approve 
travel advances in accordance with Rules and Regulations 
established by the General Accounting Office and the Department 
of Commerce. 
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(5) Deputy commissioners and division engineers may include 
the use of privately owned automobiles in travel authorizations, 
and may approve the use of taxicabs at official stations. 

(6) Division engineers may travel and issue travel authoriza- 
tions for any employee under their supervision covering attend- 
ance at meetings of committees of technical societies of which the 
employee is officially designated a member by the Bureau of 
Public Roads and at which his attendance is necessary for per- 
formance of his assigned duties. 

b. Authority to order or approve overtime work is delegated as 
follows: 

(1) Deputy commissioners and division engineers are delegated 
authority to order or approve irregular or occasional overtime 
duty. 

(2) Division engineers in Divisions 7, 8, 9 and 15 are delegated 
authority to order or approve overtime work in connection with 
surveys and construction operations on projects supervised di- 
rectly by Public Roads, provided that the utmost care and 
scrutiny must be used with respect to the necessity of exercising 
such authority. 

(3) Division engineers in Divisions 7, 8, 9 and 15 are delegated 
authority to permit Public Roads employees engaged on survey 
or inspection work on direct Federal highway projects to accumu- 
late compensatory time in excess of 80 hours, and to take com- 
pensatory time off without limitation as to the interval between 
date earned and taken, provided that these employees shall not 
be allowed to carry over compensatory time from one construction 
season to another i. e., compensatory time earned during any 
construction season must be taken off before March 1 of the 
following year, provided compensatory overtime earned during 
December, January, or February may be taken by March 1 or 
within the six pay periods following the pay period in which the 
compensatory overtime was earned, whichever is the later. 

(4) Deputy commissioners and division engineers are author- 
ized to act for the Commissioner in determining the method of 
compensation (i. e., payment or compensatory time off from 
duty) for overtime work performed by officers or employees whose 
basic rate of compensation is in excess of the maximum scheduled 
rate of basic compensation for grade GS-9. 

c. Deputy commissioners, division engineers and district engineers 

or persons designated by them may authorize the use of Government- 
owned or leased vebicles between place of employment or garage 
and employee’s domicile and between duty stations and places of 
work assignment under certain conditions, subject to the provisions 
of Department of Commerce Administrative Circular No. 39. 
-» d. Deputy commissioners and division engineers are delegated the 
authority and responsibility to carry out the provisions of Department 
of Commerce Administrative Order 202~—17, subject ‘Leave of Ab- 
sence.’ However, authority to approve leave without pay in excess 
of 30 calendar days is limited to those cases where the official personne] 
folder is located in a field office. 

e. Deputy commissioners and division engineers are delegated the 
authority to request relief from jury service for employees under 
their supervision. This authority shall be exercised only in cases of 
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imperative necessity from the standpoint of efficiency of the public 
service, subject to the provisions of Department of Commerce Ad- 
ministrative Order No. 202-17. 

f. Deputy commissioners and division engineers or persons desig- 
nated by them are authorized to apply the term ‘“Administratively 
Restricted’? to correspondence or documents in accordance with the 
provisions 6f Department of Commerce Administrative Circular No. 
83, subject “Restricted Handling of Administrative Material.” 

g. Division engineers are authorized to establish the official hours 
of duty to be observed in their respective divisions, to conform as 
nearly as practicable with the hours of duty prescribed for employees 
in the Washington area. 

h. Division and district engineers are authorized to make small 
cash purchases from their personal funds for supplies and services 
necessary and proper for the performance of the work at their official 
stations and to claim reimbursement therefor on Standard Form 
1129—Revised. 

i. Division engineers are delegated the authority to take final 
action on all motor vebicle accidents except those involving claims 
against the Government or involving Washington office personnel. 


4. System approvals 


a. Division engineers are delegated the authority to approve: 

(1) For interstate system routes in rural areas—final location 
of sections and their intermediate control points. 

(2) For Federal-aid primary system—minor revision of control 
points and final locations of routes between approved control 
points. 

(3) For Federal-aid secondary system on State primary sys- 
tem—minor revision of control points and final locations of routes 
between approved control points. 

(4) For Federal-aid secondary system off State primary sys- 
tem—adjustments of control points and route locations which do 
not adversely affect local traffic generators that they were in- 
tended to serve. 

b. Division engineers are authorized to redelegate to district engi- 
neers: such authorizations listed in paragraph 4a as may seem desir- 
able. The Washington office is to be informed of the extent the 
authority is redelegated. 


5. Urban area boundaries 


Division engineers are delegated authority to approve urban area 
boundaries. 


6. Program approvals 


a. Division engineers are delegated the authority to take final action 
for Public Roads on the following revisions of programed Federal-aid 
projects: 

(1) Increases or decreases in total cost and Federal funds, 
within the limit of available funds. 
’ 2) Changes in scope or character of the programed work as 
ollows: 
(a) Changes in surface type by one step in either direction. 
(b) Additions of bridge structures within the limits of the 
previously programed item, when the need for reconstruction 








30 FEDERAL-AID HIGHWAYS IN MICHIGAN 


of the existing structure was not previously recognized, or 
the deletion from the project of a bridge structure when de- 
velopments subsequent to program approval show that a 
bridge structure is not needed. 

(c) Reductions in project length required because of in- 
sufficient funds programed for the project, except in the case 
of expressway-type projects in urban areas. 

(d) Increases in length of projects in rural areas not ex- 
ceeding 25 percent of the previously approved length and 
provided the added mileage is equally in need of improve- 
ment. 

(3) Transfer of individual projects from Stage 2 to Stage 1—A or 
Stage 1-B when such projects will not be ready to proceed to con- 
struction without long delay. 

(4) Advancement of projects from Stage 1-A or Stage 1—-B to 
Stage 2 provided the Washington office has previously accepted or 
approved such projects for advancement without restriction; and 
provided all other requirements with respect to programing are 
met. 

(5) Withdrawal of projects that have been or will be completed 
with other than Federal-aid funds. 

b. Division engineers are authorized to redelegate to district engi- 
neers such portions of the authority listed in paragraph 6a as may seem 
desirable. The Washington office is to be informed of the extent to 
which the authority is redelegated. 


c. Division engineers are delegated the authority to approve minor 


changes in Forest highway programs. 
7. Route reports 


Division engineers are delegated the authority to take final action 
for Public Roads on route reports and sketch maps. This authority 
shall be redelegated to district engineers. 

8. P. S. & E. approval 

a. Division engineers are delegated the authority to approve 
P. S. & E.’s and authorize advertising or commencement of force 
account work for (1) Federal-aid highway projects, (2) cooperative 
Forest highwayway projects designed by a State highway department, 
and (3) Indian Reservation road projects. This authority shall be 
redelegated to district engineers. 

b. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to approve P. S. & E. for highway projects under the direct 
supervision of Public Roads, except park road and parkway projects, 
subject to the following conditions: 

(1) For Forest highway projects, the requirements of PPM 
25-2 must be met. 

(2) For access road projects, the P. S. & E. must conform to 
the standards and other conditions agreed upon with the certify- 
ing agency. 

(3) For projects undertaken by Public Roads at the request and 
in behalf of another Federal agency, the P. S. & E. must conform 
to the standards and other conditions agreed upon with that 
agency. 

(4) In connection with the classes of projects included under 
subparagraphs (2) and (3) above, the advice of the Washington 
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office should be requested before the division engineer approves 
the P. S. & E. if (a) any unusual or complex engineering designs 
or unusual contract provisions are involved, or (b) the proposed 
design standards do not conform to the standards that would 
ordinarily be used for other Public Roads or Federal-aid work 
in the same locality under comparable traffic, topographical and 
other conditions. 

9. Award of contracts 

a. Division engineers are delegated the authority to concur in award 
of contracts by State highway departments for Federal-aid highway 
projects and Forest highway projects provided the award is made to 
the lowest qualified competitive bidder who has conformed to the 
terms of the advertisement, and provided the unit prices are reasonable 
for the work to be performed. This authority shall be redelegated 
to the district engineers except that the district engineer is not to be 
authorized to concur in award of the contract when the low bid exceeds 
the engineer’s estimate by more than 10 percent. 

b. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to advertise for and accept or reject bids or proposals for 
direct Bureau of Public Roads construction contracts, subject to the 
following limitations: 

(1) The project must be included in an approved Forest high- 
way program or, in the case of a project to be financed with 
funds of another agency, it must be covered by an executed inter- 
agency agreement. 

(2) The award must be made on the basis of the lowest of 
competitive bids, and such low bid must not exceed the engineer’s 
estimate by more than 10 percent. 

(3) There must be no irregularities, legal questions or other 
unusual features involved in the bid. 

(4) In the case of work to be performed for another agency, the 
necessary funds to finance the project must have been allotted 
or transferred to Public Roads, unless a reimbursement basis 
is provided for in the interagency agreement. 

(5) The accumulated total of awards for Forest highway proj- 
ects cannot exceed administrative limitations which may be es- 
tablished within the apportioned funds. 

c. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to advertise for and accept or reject bids or proposals, and 
execute contracts for aerial surveys and photogrammetric maps. 
The contracts in such cases may be based on either competitive or 
negotiated bids. 

d. Division engineers are delegated the authority to advertise for 
and accept or reject bids or proposals, and execute contracts for the 
purchase or sale of supplies, materials, and equipment, and for 
services other than personal, subject to the following conditions: 

(1) The amount of such contracts shall not exceed $1,000 in 
the case of division engineers for Division 1 through 6, inclusive, 
and shall not exceed $10,000 for all other division engineers. 

(2) Contracts for purchase of nonexpendable administrative or 
office equipment costing in excess of $100 per item, and for all 
other nonexpendable equipment costing in excess of $500 per 
item, shall be subject to advance approval by the Washington 
office on Requisition Form PR-158. 
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(3) Advance approval by the Washington office of property 
survey Form CD-—52 is required as a prerequisite to the sale of 
any usable materials or equipment. 

e. Division engineers of Divisions 7, 8, 9 and-15 are delegated the 
authority to execute contracts for the rental of equipment or purchase 
of materials, without regard to the $10,000 limitation set forth in 
paragraph 9d (1), for road projects constructed on a day labor basis. 

f. Deputy commissioners and division engineers are delegated the 
authority to execute certificates of release (SF97) in connection with 
the sale of motor vehicles. 

g. Division engineers are delegated the authority to make findings 
that construction of a Federal-aid project by the force account method 
is in the public interest, as outlined in Policy and Procedure Mem- 
orandum 21-6.2. This authority shall be redelegated to district 
engineers. 

10. Project agreements 

Division engineers are delegated the authority to execute project 
agreements and modifications thereof for Federal-aid highway projects, 
for Federal lands projects, for access road projects, and for other 
highway projects handled by the State under programs approved by 


Public Roads. 


11. Change orders and extra work orders 


a. Division engineers are delegated the authority to approve change 
orders and extra work orders on Federal-aid highway projects and on 
Forest highway projects constructed by the State highway depart- 
ment. This authority shall be redelegated to district engineers and 
is subject to the provisions of PPM 21-6.3. 

b. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to execute change orders and extra work orders on Bureau 
of Public Roads construction contracts provided the gross amount 
of any such order does not exceed $2,500. The same authority applies 
to National Park Service construction contracts under Public Roads 
supervision, pursuant to agreement with the National Park Service. 


12. Rights-of-way 


Division engineers of Divisions 7, 8, and 9 are delegated the author- 
ity to make determinations as to reasonable necessity on applications 
submitted by State highway departments pursuant to Section 17 of 
the Federal Highway Act of 1921 relative to rights-of-way and material 
sites on public lands under the jurisdiction of the Department of 
Interior. Such portions of this authority as may seem desirable may 
be redelegated to district engineers. The Washington oflce is to be 
informed of the extent to which the authority is redelegated. 


13. Use of State-furnished materials 


Division engineers are delegated the authority to approve the use 
of small quantities of State-furnished materials on Federal-aid high- 


way projects and on Forest highway projects constructed by the 
State highway department. 


14. Agreement with other agencies 


a. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to execute agreements between Public Roads and another 
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Federal agency or State cooperating agency, including its subdivi- 
sions, whereby highway work is undertaken by that agency for Public 
Roads or by Public Roads for that agency in amounts not to exceed 
$10,000. 

b. Division engineers of Divisions 7, 8, 9 and 15 are delegated the 
authority to execute agreements between Public Roads and another 
Federal agency or a subdivision of a State for that agency to under- 
take highway work in behalf of Public Roads in connection with access 
road projects covered by an approved program. 


15. Railroad and public utility agreements 

Division engineers are delegated the authority to approve agree- 
ments entered into between State highway departments and railroad 
or utility companies for Federal-aid highway projects. This authoirty 
shall be redelegated to district engineers. 
16. Consultant agreements 


Division engineers are delegated the authority to approve agree- 
ments between State highway departments and consultants for 
engineering services on Federal-aid highway projects. This authority 
may be redelegated to district engineers for agreements of routine 
character. 


17. Final vouchers 

Division engineers are delegated the authority to make a final 
engineering review of all Federal-aid reimbursement vouchers and to 
make the final fiscal review of class 2 vouchers. This authority shall 
be redelegated to district engineers. 
18. Authority not delegated 

Any authority not specifically delegated herein is retained by the 
Commissioner except as otherwise delegated. 


C. D. Curtiss, 
Commissioner of Public Roads. 





Exursir No. 3 


Micuiean State Highway DepartTMENT, 
Lansing, February 15, 1956. 
Re Interstate Route 2. 
Mr. N. E. MacDova@att, 
District Engineer, Bureau of Public Roads, 
Lansing, Mich. 

Dear Mr. MacDovcati: We are transmitting herewith three 
copies of a map showing the proposed intermediate control points for 
Interstate Route 2, section 2, for your consideration and approval. 

This map covers that portion of the route from the presently ap- 
yroved control point at the connection of Interstate Route 2 and 
Federal-aid Primary Route 5 south of Kalamazoo; thence westerly 
and southerly bypassing Paw Paw, Hartford, Watervlist, Benton 
Harbor, and St. Joseph to a point 350 feet west of the center post of 
sec. 15, T. 5S, R. 19 W. 
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The statements regarding the selection and improvement of the 
final location of the Interstate System are contamed in the form 
attached to each map. 

This is a resubmission of the material previously submitted to you 
on November 2, 1955, and we have revised the same as requested by 
your office. 

Very truly yours, 
C. A. WrEpBer, 
Deputy Commissioner-Chief Engineer. 
By E. A. BeELLENBAuM, 
Assistant. 
Bureau oF Pusiic Roaps 


OFFICE MEMORANDUM 


Fresruary 21, 1956. 
To: Mr. A. C. Clark, Deputy Commissioner, Washington, D. C. 
From: R. H. Harrison, division engineer, Chicago, Il. 
Subject: Interstate System, Michigan. 

Enclosed is a request from the State for the approval of the final 
location of section 2 of Route 2 of the Michigan Interstate System. 
This location extends from the presently approved intermediate con- 
trol point-south of Kalamazoo to a proposed new intermediate control 
point south of St. Joseph, Mich. 

We are also enclosing a blueprint of an aerial mosaic on which the 
State has indicated the location of the section and the proposed treat- 
ment of intersecting roads. 

The State advises that this location can be built in accordance with 
the design standards outlined in PPM 20-4 and that studies of the 
extension to the southwest have been advanced sufficiently to insure 
economic feasibility of its construction, 

It is recommended that we be authorized to approve the State’s 
request. 


Bureau or Pusuiic Roaps 


OFFICE MEMORANDUM 


FrBRuARY 24, 1956. 
To: Mr. Robert H. Harrison, division engineer, Chicago, Ill. 
From: A. C. Clark, Deputy Commissioner, Washington, D. C. 
Subject: Michigan—Final location, Interstate Route 2 (U.S. 12). 


Your memorandum of ig cag Se 1956, and copies of correspond- 


ence from District Engineer N. MacDougall and the State, with 
map and photograph of aerial mosaic, concern the approval of a 
section of Michigan Interstate Reute 2 between a previously approved 
intermediate control point on U. S, 131 south of Kalamazoo and an 
intermediate control point on existing U. S. 12 north of Stevensville. 
The proposed final location is reasonably direct except the portion . 
west of U.S. 31-33. The district engineer mentions an uncompleted 
engineering report which may contain justification for this indirectness. 
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Pending submission of justification for the alinement selected we will 
withhold consideration of the proposed final location west of 
U. S. 31-33. 

Inasmuch as the otras of the proposed final location east of 
U. S. 31-33 can be developed to interstate standards in accordance 
with PPM 20-4, it may be approved. 

A copy of your action should be forwarded for our file. 


O 
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House or REPRESENTATIVES, 
Washington, D. C., July 27, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: By direction of the Committee on Govern- 
ment Operations, I submit herewith the 31st intermediate report of 
its Subcommittee on Public Works and Resources. 


WituraMm L. Dawson, Chairman. 
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-Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


THIRTY-FIRST INTERMEDIATE REPORT 


SUBMITTED BY THE PUBLIC WORKS AND RESOURCES 
SUBCOMMITTEE 
On July 25, 1956, the Committee on Government Operations had 
before it for consideration a report of its subcommittee entitled, 
‘Federal Timber Sales Policies.”’ 
After consideration of the report as submitted, upon motion made 
and seconded, the report was approved and adopted as the report 


of the full committee. The chairman was directed to transmit a 
copy to the Speaker of the House. 





nn 


ni shcncirowerineneewr2? 


hic ata ae 


nigh oe tat Seaess aaF 





INTRODUCTION 


The Subcommittee on Public Works and Resources of the House 
Government Operations Committee, and the Special Subcommittee 
on the Legislative Oversight Function of the Senate Committee on 
Interior and Insular Affairs, sitting jointly, held hearings from Novem- 
ber 14 through November 30, 1955, on Federal timber policy in the 
Pacific Northwest. The title “Joint Committee on Federal Timber’’ 
was selected to simplify the problems of the public in communicating 
with the two subcommittees. 

The House subcommittee review was undertaken as a followup to 
the 1953 report by the Comptroller General on the sale of Government- 
owned timber in the Pacific Northwest, and was authorized by a vote 
of the subcommittee. 

The Senate committee had been called upon to make investigations 
of proposed changes in Bureau of Land Management right-of-way 
regulations. Members of the committee had also received other com- 
plaints on Federal timber sales programs. Some of these complaints 
dealt with Indian timber sales and others related directly to the Comp- 
troller General’s report. Because the subject matter crossed the lines 
of Interior’s subcommittee organization, the chairman assigned the 
work to the Subcommittee on the Legislative Oversight Function, 
and hearings were tentatively scheduled. 

The two subcommittee chairmen agreed, in the interest of prevent- 
ing duplication of effort and to provide a saving of the taxpayers’ 
money, to hold joint hearings. 

The purpose of the hearings was to examine Federal timber policies. 
This report will stress the business aspects of the management of 
Federal timber lands. 

Indian timber sale policies present some unique problems. In 
some instances suggestions made for federally owned timber lands 
also will be applicable to the lands managed by the Federal Govern- 
ment for the Indian people. These instances are discussed in the 
report. 

The report covers the national forests under the jurisdiction of the 
Forest Service in the Department of Agriculture, and the Oregon and 
California revested grant lands, the Coos Bay Wagon Road grant 
lands, and public domain lands under the jurisdiction of the Bureau 
of Land Management in the Department of the Interior, as well as 
certain Indian reservations under the jurisdiction of the Bureau of 
Indian Affairs in the Department of the Interior. The area covered 
was northern California, Oregon, Washington, Idaho, and Montana, 
where the major portion of the timber-sale activities of the Federal 
Government is concentrated. 

The purpose of the hearings was to go into the areas where the sale 
of timber is a major Federal function to obtain firsthand information 
on timber management and policies. California, Oregon, and 
Washington contain 77 percent of the Federal timber and are the 
areas where most pressing problems were reported. 
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4 FEDERAL TIMBER SALES POLICIES 






Except for the Thirteen Original States, virtually all of the land in 
private ownership in the United States came out of the Federal domain 
as a result of a national policy enunciated in the early days of the Re- 
public. The purpose of this policy was to provide every citizen an 
opportunity to acquire land upon which to live and earn a living. 
The policy was in direct contrast to European development where large 
landed estates were controlled by a few. 

As a result of this policy three-fourths of the continental United 
States is in private ownership and one-fourth remains in Federal 
ownership. In the latter part of the 19th century considerable interest 
was expressed in continuing under Federal management substantial 
blocks of the public domain to provide parks, public forests, recreation 
and grazing areas, and areas for watershed protection. This policy 
recognized that up to that time, lumbering had not been carried 
forward under a program which included stability of land ownership 
or conservative use of the land. It also recognized that successful 
management of timber cutting could be carried out by the Federal 
Government if timberlands were retained by it. 

We have set aside a system of national forests, totaling 160 million 
acres. An additional 180 million acres (mainly rangeland) is under 
the Bureau of Land Management. 57 million acres representing lands 
belonging to the Indians are administered by the Bureau of Indian 
Affairs. There are 14 million acres in national parks which are re- 
served from lumbering and excluded from all calculations. There 
are additional lands under the Fish and Wildlife Service, the Depart- 
ment of Defense, Bureau of Reclamation, and other agencies, but their 
total commercial timberland holdings are insignificant. In all, there 
are 484 million acres of commercial timberland in the continental 
United States, of which 99 million acres (or roughly one-fifth) are in 
Federal ownership. 

The commercial timberland acreage in the national forests repre- 
sents the largest public holding—81 million acres. The national 
forests were created from the public domain. A minor amount of 
acreage has been purchased, mainly in the Eastern United States. 
The express purpose for the creation of the national forests was to 
improve and protect the forests, to secure favorable conditions of 
waterflow, and to furnish a continuous supply of timber for the use and 
necessity of citizens of the United States. 

The Bureau of Land Management holdings comprise only 5,513,000 
acres of commercial timberland, the majority of which is in Washing- 
ton, Oregon, and California. 

The Bureau of Indian Affairs manages 6,945,000 acres of commercial 
timberland for the Indians, most of which is in the West. There 
are two basic classes of land—tribally owned and allotted. The 
lands are supposed to be managed first and foremost for the benefit 
of the Indians. They are not Federal lands but lands belonging to 
Indians—part of the residual estate they retain of the almost 2 billion 
acres in the continental United States. 

The situation in the West as to ownership and control of timber 
is markedly different from the situation in the East. 

The West, with only 25 percent of the commercial forest land, has 
70 percent of the saw timber. The East has 75 percent of 
the commercial-forest area, but only 30 percent of the saw-timber 
—— The West has 85 percent of the softwood saw-timber 
volume. 
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Ficure 1. Difference in ownership of commercial forest land between eastern and 
western United States 
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In the East farm and non-forest-industry land holdings constitute 
74 percent of the commercial forest area, and in the West they com- 
ie only 22 percent of the area. On the other hand, in the East 

ederal ownership of commercial timberland is only 7 percent of the 
total, while in the West the Federal ownership represents 61 percent 
of the total. 

The forest industries of the Nation, which include sawmills and 
pulp mills, plywood plants and other specialty wood industries, own 
13 percent of the commercial forest land in the East; in the West 
they own 12 percent. 

The forest industries of the Nation always have been, and are 
today, primarily dependent for their raw materials on lands owned 
or controlled by others. In the East it is to the farm and non-forest- 
industry ownership to which they turn for their raw materials. In 
the West to a greater and greater extent they will have to look to 
Federal lands to secure much of their raw materials. 

In Oregon, California, and Washington 381 owners, a fraction of 
1 percent of the 94,384 owners, own 54 percent of the private timber- 
land. There are, however, some 3,000 sawmills alone in these three 
States, in addition to numerous plywood, hardboard, and pulp mills. 

Federal policies which limit or diminish the availability of timber 
to the non-timber-owning segments of the industry would have a 
real impact on the economy of the West. 

Further, these public lands have important uses other than timber 
production. Multiple uses such as recreation, water production, 
grazing and mineral development go on side by side with timber pro- 

uction. 

There are numerous problems in the West created by these many 
demands upon Federal lands. The Congress has set forth a broad 
policy designed to provide that the benefits from public ownership 
will be more widespread than if the lands were in private ownership. 
These lands have been retained in Federal ownership to provide a 
plan of management which will promote the wise use of the land, 
while protecting its productivity and preventing monopoly of the 
resources by a few. 

Timber sales of the Federal agencies now produce revenues of over 
$100 million annually. These revenues exceed the annual cost of 
operation, exclusive of the capital investments required for the 
further development of the lands. This is a big business activity on 
the part of the Federal Government. It has been complicated by the 
problems present in the change from a custodial to a management era. 
Most of the major cities and farming areas of the West depend on 
the national forests for their water. In the 11 Western States 53 
percent of the average water production comes from the 21 percent 
of land area in national forests. Some 45 million people use the 
national forests for recreation annually. The timberlands of the 
Bureau of Land Management, though small in acreage, are tremen- 
dously important, at least in western Oregon. Indian timberlands 
are not only an important revenue source for the Indian people, but 
also an important source of industry revenue. 
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Fiaure 2. Distribution of live saw timber volume on commercial forest land by 
ownership class and section, continental United States 


We quote a significant statement made by a Forest Service official 
in 1913 testifying before the House Agriculture Committee, which 
highlights one of the basic benefits which may be derived from having 
some commercial forestland under Federal management. 


Question. The fact that timber from Government-owned 
land is put on the market creates a competition with those 
who might have a monopoly of the lumber business; does it 
not? 

Answer. Yes, sir. The opportunity to purchase national 
forest stumpage makes it possible for small and independent 
operators to remain in the industry and compete with the 
large private owners of timber. * * * 

* * * As far as practicable we dispose of timber in small 
lots, suited to small operations, and the great majority of our 
sales are in small amounts of from 100,000 to 5 million 
eo 


The witness was the late William B. Greeley, the Assistant Chief 
of the Forest Service, who later became Chief and subsequently an 
officer of the West Coast Lumbermen’s Association. 

The committee views this aspect of Federal timber sales policy as 
of continuing great importance. Consequently we have given con- 
siderable attention to the problems of the non-land-owning timber 
operator. 

The national forests and other lands set aside for public purposes 
serve our Nation in many ways. They have inspiring esthetic values 
and practical commercial usage. 
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All the land is to be devoted to its most productive use for 
the permanent good of the whole people and not for the tem- 
porary benefit of individuals or companies. * * * Where 
conflicting interests must be reconciled, the question will al- 
ways be decided from the standpoint of the greatest good of 
the greatest number in the long run.' 


_ It is with these thoughts in mind that this joint committee makes 
its report to the Congress of the United States. 


FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS 
OVERALL POLICY 
A. CoNSOLIDATION 
FINDINGS AND CONCLUSIONS 


The joint committee finds that although the three Federal agencies, 
Forest Service, Bureau of Land Management, and Bureau of Indian 
Affairs, are performing the same timber-management functions in the 
same areas, there are confusing differences in policy, method, and 
procedure. There is duplication, overlapping, and waste. The map 
shows the degree of overlap in the Pacific Northwest. 

Under these circumstances, the forest-products industry finds it 
difficult to cope with the problem of dealing with different agencies 
administering the same resource. The existence of separate and 
independently-managed agencies has led to three uncoordinated and 
inconsistent forestry programs. 

The Forest Service manages by far the largest area of the Federal 
timber domain. It is the most experienced of all the Federal timber 
agencies. It performs the basic forest research for all agencies of the 
Federal Government and is technically equipped to assume even 
greater responsibilities. 

The joint committee believes that this agency, by reason of ex- 
perience, trained personnel, and technical facilities, is the logical choice 
to undertake the direction of a consolidated and integrated forestry 
program embracing all commercial timberlands now under Federal 
jurisdiction. 

There are only about 400 forestry personnel in the Bureau of Land 
Management and the Bureau of Indian Affairs combined, as compared 
to over 1,283 full-time and 3,302 part-time timber management em- 
ployees in the Forest Service; and there are only about 12 million 
acres of commercial forest land under the jurisdiction of these two 
Interior Department agencies compared to over 81 million acres in 
the national forest system. We also find that the allowable cut on 
the national forests is approximately 7.5 billion board-feet a vear, 
while the combined cut on the lands of the other agencies is slightly 
in excess of 1 billion board-feet. 

Nevertheless, both the Bureau of Land Management and Indian 
Affairs timber, located in the midst of the great timber-producing areas, 
play a significant role in the timber economy of these areas. 


| Letter by Secretary of Agriculture Wilson to Gifford Pinchot, Chief of the Forest Service, 1905. 
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FicurE 3. Distribution of saw timber volume in Federal commercial forest land 
by owner class and section, continental United States. 


The committee believes that the optimum economic development of 
the region and the achievement of maximum sustained-yield produc- 
tion can only be attained through the consolidation and integration 
of the timber-management functions of these dgencies. 

Functions and responsibilities other than surface resource manage- 
ment should be carried out in accordance with currently applicable 
laws and regulations as now administered by those agencies having 
jurisdiction over these lands. 


RECOMMENDATIONS 


1. We recommend the consolidation in the Forest Service of the 
forestry functions and the surface resource management responsi- 
bilities for commercial forest land under the jurisdiction of the Bureau 
of Land Management and the Bureau of Indian Affairs. 

2. We further recommend that a reorganization plan to accomplish 
this be prepared by the President under the authority provided by the 
Reorganization Act of 1949 (Public Law 109, 81st Cong.) and that it 
be laid before the Congress for the prescribed 60-day period commenc- 
ing with the convening of Congress in January 1959. 

3. The intervening period should be utilized to perform the tasks 
incidental to orderly consolidation. 

(a) We suggest a study be made of all Federal commercial 
timberland within Federal-management units in order to deter- 
mine the best use for the land and later provide a basis for 
classification of lands which should be retained in Federal 
management. 

(6) A review be made of all procedures governed by statutory 
requirements and legislation be submitted to provide for uniform 
practices. 





FEDERAL TIMBER SALES POLICIES 


71.6 Million Acres 





Other | 
Western 


States 


27.3 Million Acres 





Ficure 4. Geographical distribution of commercial forest land in Federal 
ownership. 


(c) A review be made of all regulations governing timber 
management and a single set of regulations be prepared. 

(d) The agencies should coordinate forestry programs in the 
interim period, taking into account the recommendations made 
by this committee. 

4. The consolidation should leave unaffected the receipts distribu- 
tion formulas applicable to the Oregon and California, and Coos Bay 
Wagon Road revested lands in Oregon, which have special legislative 
histories. However, where vacant public domain becomes a part of 
the national forest system, consideration should be given to designa- 
ting it as national forest land subject to all of the rules, regulations, 
and receipts distribution formulas applicable to the national forests. 
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B. Access 
FINDINGS AND CONCLUSIONS 


Access is the key to proper management. 

The joint committee finds that the ability of the Government to 
get across private lands to its own lands, and the ability of private 
owners to get across Government lands to their lands is a major 
problem. In some cases the agencies have been completely blocked 
from access to publicly owned timber under Federal management. 
Permanent management and permanent use require permanent access. 

The Forest Service, the Bureau of Land Management, and the 
Bureau of Indian Affairs may obtain access by entering into agree- 
ments providing for the reciprocal exchange of rights-of-way and road 
use. They may also condemn or purchase the needed means of access. 

The Bureau of Land Management of the Department of the Interior 
has a policy of requiring the grant of reciprocal rights-of-way and 
road-use privileges as a condition for its granting similar rights and 
privileges. The policy of the Bureau of Land Management is sound, 
although its regulations need strengthening. 

The policy of the Forest Service differs from the policy of the Bureau 
of Land Management. The Forest Service officials believe that the 
agency is required to grant right-of-way across its lands to any 
private timber operator desiring to reach his own private lands, but 
that it cannot require, as a condition for the grant of such right, a like 
or reciprocal grant by the private owner. 

We find that there is no legal barrier to the adoption by the Forest 
Service of a reciprocal right-of-way policy similar in purpose to that 
presently used by the Bureau of Land Management. 

Furthermore, the Forest Service has failed to develop any regula- 
tions applying to those situations wherein a private landowner is 
desirous of entering into a reciprocal access agreement. By treating 
its complex access problems on a case-by-case basis, without the 
guidance of published uniform standards, the Forest Service is un- 
necessarily complicating an already burdensome management problem. 

All the agencies have not made prompt or effective use of con- 
demnation in securing access where certain landowners have refused 
to grant access to the Government after a protracted period of nego- 
tiation. Condemnation is a proper means for securing access in such 
situations. 

RECOMMENDATIONS 


1. The Forest Service and Bureau of Indian Affairs should adopt a 
policy of requiring the granting of needed reciprocal right-of-way and 
road-use rights to the United States asa condition to the granting of 
such rights by the United States. While the committee’s view is that 
implementation of this sound policy does not require additional au- 
thority, the agencies should promptly request the enactment of 
additional legislation if they, nevertheless, deem it necessary. 

2. Where the Government needs reciprocal long-term rights, short- 
term agreements or permits should be entered into or granted only 
for a period reasonably necessary for the negotiation of a long-term 
agreement to be consummated before the expiration date of the short- 
term arrangement. 


81353 O- 56-3 
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3. Where earnest negotiation fails to produce access within a reason- 
able period of time, or where emergency conditions exist requiring 
immediate access, the agencies should promptly use condemnation. 
Areas where access is needed should be identified and, where appro- 
priate, public announcements made of the date when it is desired to 
open up the timber for development. 

4. Wherever conditions permit, the Federal agencies should seek 
to obtain permanent rights for the use of any roads when part of the 
cost of the road is being defrayed through an allowance in the timber- 
sale price. 

5. The Bureau of Land Management road right-of-way regulations 
should be revised to provide for participation by the Government in 
the setting of any road-use fees or conditions of use in order to protect 
the public interest. 

6. The Forest Service should develop and publish in the Code of 

Federal Regulations its access policy and rules pertinent to the 
crossing of national-forest land. 
7. The Federal timber-management agencies should submit to the 
Congress annual reports detailing their respective access problems for 
such action as may be deemed appropriate in order to facilitate the 
achievement of full development of all Federal commercial timber 
areas. 


C. Access Roaps 
FINDINGS AND CONCLUSIONS 


The joint committee finds that the development of a sound system 
of roads in our public forests is necessary for harvesting the full sus- 
tained-yield allowable cut, for comprehensive management, and for 
the protection of the forest from disease as well as for recreational use. 

The Federal agencies use two methods of financing road construc- 
tion: Reductions in the price of timber to compensate for construction 
by the timber-sale purchaser, or construction, through the use of 
appropriated funds. 

he advantages of a good access road network are: 

1. The forest can be better protected from losses by fire, 
insects, and disease. 

2. The public can enjoy the use of the forest. 

3. Sales can be distributed in each working circle in accordance 
with sound forest development. 

4. Much timber which is now lost through fire, insects, and 
disease can be salvaged. 

5. The full allowable cut can be harvested. 

6 The size of sales can be such that the maximum forestry 
benefits can be obtained while realizing the best income to the 
Government. 

7. The number of firms precluded from bidding because of high 
road construction costs will be reduced. 

8. When roads constructed with appropriated funds are built 
by private contractors under competitive bids, the Government 
secures the advantage of receiving the lowest bid for road con- 
struction. The cost of the roads is recaptured by the Govern- 
ment because the appraised price of the timber is automatically 
increased and the bidder is able to offer his best price, an element 
of risk having thus been removed. 
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The Committee concludes that access roads constructed with appro- 
riated funds are the most important capital investment that the 
‘ederal agencies can make to assure sound management of the forest 

lands under their jurisdiction. 

The joint committee finds that the construction of temporary road 
facilities when permanent facilities are needed results in financial loss 
not only to the Federal Government but also to the local governments. 
This practice often results in a waste of the taxpayers’ money and 
imposes additional nonproductive requirements on timber purchasers. 
On the other hand, the requirement of unnecessarily high road con- 
struction standards by the Federal agencies depresses stumpage values 
without commensurate long-term benefits and makes it more difficult 
for the smaller timber operators to bid. 


RECOMMENDATIONS 


1. The agencies should develop without further delay a coordinated 
program for Federal construction of a modern main-line access-road 
network for all Federal commercial timber areas. The President’s 
budget should contain requests specifically designed to implement this 
program. 

2. Minimum present-day requirements would indicate that an 
annual expenditure by the Federal Government of $50 million for at 
least the next 10 years is needed. Because every cent expended on 
access roads is repaid to the Treasury from timber sales, the committee 
recommends the authorization of a roadbuilding program at this level 
of expenditure. 

3. Where permanent road facilities are needed, the agencies, so 


far as possible, should avoid the construction of temporary facilities. 
Main-line roads should be constructed in a manner which provides 
for long-term multiple-use development. 


D. PERSONNEL 
FINDINGS AND CONCLUSIONS 


We find that the level of compensation for trained Government 
forestry personnel is considerably below that of private industry. 
Consequently, the Federal services are unable to hire and retain the 
number of trained and experienced employees necessary to manage 
the Federal timber resource with maximum efficiency. 

In the past 5 years the demand for forestry-school graduates has 
increased, while the number graduating from recognized forestry 
schools has decreased by approximately 60 percent. 

This problem can be effectively met only through (a) increasing 
levels of pay for Government foresters and improving living and 
working conditions, and (6) coordinated efforts by industry, Govern- 
ment, and professional groups to stimulate student interest in forestry 
careers. 

RECOMMENDATIONS 


1. A complete coordinated review should be made of salary and 
staffing problems by the Forest Service, Bureau of Land Manage- 
ment, Bureau of Indian Affairs, and the Civil Service Commission. 
Consultation with professional organizations is desirable. This study 
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should forecast the requirements for forestry personnel to meet the 
needs of the Federal forestry programs. Analysis should be made of 
the salary situation and of the benefits of Federal employment. The 
results should be correlated with comparable data on private and 
non-Federal employment. 

2. Upon completion of the review the agencies concerned should 
take prompt remedial action to correct any inequities to the extent 
feasible within their fiscal and statutory limitations. A report of the 
findings and such recommendations for legislation as may be deemed 
necessary then should be submitted to the Congress without delay. 


E. BupGetina 
FINDINGS AND CONCLUSIONS 


In the face of a growing need to develop our public timber resources, 
the executive agencies have failed to submit to the Congress realistic 
and adequate long-range program information and budgets. In almost 
every area the timber access road system is inadequate, timber inven- 
tories are out of date, personnel is insufficient to sell the full allowable 
cut, and reforestation is lagging. 

The record shows that the Congress has in recent years found it 
necessary, On its own initiative, to increase appropriations substantially 
over the amounts in the executive budget requests. 

Despite the large income which the Government derives from the 
sale of timber, the executive budget requests have not been sufficient 
to put Federal forest-management operations on a businesslike basis. 
As a result, the timber industry has been unnecessarily deprived of 
basic raw materials, demands on private timber have increased, and 
community stability has been threatened. 

The agencies have been made to conform to budget ceilings and con- 
trols for their business-type activities which are not drawn in terms 
of the potential for development and of the opportunity for compensat- 
ing revenue, but instead are designed to fit into the same pattern as 
other governmental activities which do not produce raw materials and 
direct revenue. There is a need for review of the basis upon whicl. 
these revenue-producing budgets are drawn in order to devise a method 
which is more responsive to the needs of sound business management. 


RECOMMENDATION 


1. The budget submitted by the executive branch to the Congress 
should be based on a full consideration of the potential return for each 
meen of Government money invested in the development of Federal 
timber. 

2. The executive budget should contain requests for sufficient funds 
to place the management of our Federal forests on a businesslike basis. 

3. Forest-management budgets should be drawn to promote full 
development of the Federal timber resource. Any consideration of 
economy at the expense of this development should be weighed against 
the irrecoverable loss of revenue that will result from shortsighted 
budget policies. 
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F. Specitat Inp1AN PrRoBLEMS 


FINDINGS AND CONCLUSIONS 


Klamath Reservation 


The joint committee finds that the impact of termination of Federal 
responsibility under Public Law 587, 83d Congress, creates problems 
for both the Indians and the other people of the Klamath Basin 
that demand prompt affirmative action by the Federal Government. 

Involved in the committee consideration of these problems are 
745,000 acres of timberland in Indian tribal ownership. According 


to the testimony of one of the management specialists appointed by 
the Secretary of the Interior to formulate termination plans— 


if this bill is carried out as written that last remaining pine 
timber—the finest stand remaining in the United States— 
would practically be destroyed.' 


* * * * * 


Under this bill as written, if we do sell it, we are supposed 
to sell it in a manner whereby we can get the highest possible 
market price for the Indians. The only way you can do that 
is to cut it up into small economic tracts. The smaller 
operators will come in in droves and buy these small tracts 
and they will practically clear-cut them. 

While we have an Oregon law which professes to protect 
sustained yield, it does not do it. * * *? 


It is obvious that if the termination is carried out as contemplated 
by existing law, the Indians, the people of Oregon, and the United 
States stand to lose a most valuable resource. 

We therefore conclude that immediate action should be taken to 
avoid this disaster. One of the first necessary steps in this critical 
situation is that the Secretary of the Interior recommend alternatives 
to protect the Indian people and the public interest. Once the 
recommendations of the Secretary are received, we are confident the 
Congress will not delay in enacting appropriate legislative measures. 

These recommendations should include provision for continued sus- 
tained-yield management of this valuable timber stand. 


Quinaielt Reservation 


The many problems confronting the Indians of the Quinaielt Reser- 
vation arise from several factors, the most apparent being: 

1. All the commercial timberland on the reservation has been al- 
lotted to individual Indians. 

2. Long-term high-volume sales, which effectively preclude com- 
petitive bidding, have long been the policy there. 

3. Timber constitutes the only source of revenue on the reservation 
for the Indian allottees. 

4. The method of payment for Indian timber and the way in which 
that timber is appraised and reappraised depresses prices. 

5. Indian Bureau supervisory personnel pay lip service to the prin- 
ciple of maximum return for Indian timber, but actually are reluctant 
to explore or devise alternative sales methods. 


1 Refers to hearings on Public Law 587, 83d Cong., at Klamath Agency, Oreg., April] 19, 1954. 
? P, 13, hearings before Senate Interior and Insular Affairs Committee, May 21, 1956. 
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6. Eighty percent of the allotted Indian owners do not reside within 
the reservation and, under the present tribal government, have no 
right to choose their tribal representatives and thus are deprived of 
a voice in decisions affecting their property interests. 

7. In a 1955 stumpage-price readjustment in the sales contracts 
between the Bureau of Indian Affairs and two major purchasers of 
Indian timber, the Secretary of the Interior, at the request of the 

urchasing companies, agreed to levy an interest charge against the 
ndian timber involved because of the requirement that the purchasers 
pay large advance sums to the Indian allottees. This is an improper 
charge, because it was not included in the original contracts of sale 
in which the purchasers agreed to pay the advances to the Indian 
sellers. 

No interest charge was contemplated by the contracting parties. 
The charge is also discriminatory because it is made ‘across the 
board”’ against all timber in the sale unit. The interest charged each 
allottee is not related to the size of the advance payment he receives 
or the length of time which elapses between the date of advance pay- 
ment and the date his timber is cut. 

The result of all these factors is that existing prices on the Quinaielt 
Indian Reservation are today substantially below prices paid for 
comparable Federal timber in the same area. 

The committee finds that the continuance of these practices could 
constitute a serious breach of trust by the Federal Government in its 
relations with these Indian beneficiaries. 


Warm Springs Reservation 


The joint committee finds that excessive deductions have been 
made by the Bureau of Indian Affairs from gross receipts from the 
use of timber to defray costs of sales administration. The Indian 
Tribal Council has been denied access to appraisal information on a 
vital contract renegotiation despite the fact that it needed the infor- 
mation to protect property interests of the Indians. Having been 
denied access to this information the council was unable to lodge an 
effective protest. 

The construction of access roads on this reservation in advance of 
timber sales is needed. Such roads would result in more numerous 
small sales, increased competition, a higher level of income for the 
Indians, and better forest management. 


Colville Reservation 


The Colville Indians are afflicted by many of the same problems 
confronting the Indians of timberland reservations in the Northwest. 
As a result of a request from the Indians the committee has called to 
the attention of the General Accounting Office certain charges involv- 
ing this reservation. The General Accounting Office is now reviewing 
these charges. The committee refrains from making findings, con- 
clusions, or recommendations pending receipt of this report. 


RECOMMENDATIONS 


1. Public Law 587, 83d Congress, should be amended to provide 
for the continuation of sustained-yield management of the timber on 
the Klamath Reservation, and for the protection of the Indians and 
the economy of the entire Klamath Basin in Oregon. The Secretary 
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of the Interior should submit his recommendations for appropriate 
legislation without delay. 

2. The Bureau of Indian Affairs should promulgate a basic policy 
of stimulating relatively short-term, low-volume sales of Indian timber, 
using competitive bid methods. 

3. The Bureau of Indian Affairs should discontinue the practice of 
requiring bidders on allotted timber to make advance payments so 
large that maximum participation in the sale offering is restricted. 

4. (a) The appraised price for Indian timber and the renegotiated 
prices under existing contracts should closely approximate the prices 
currently being received for comparable timber sold competitively. 
Prices for Quinaielt Indian timber under existing contracts should be 
revised in accordance with this recommendation. Major objectives 
in planning the sales of Indian timber should be to obtain the maxi- 
mum price, and adhere to sustained-yield principles. 

(6) The Secretary of the Interior should immediately take the steps 
necessary to rescind the allowance for interest made in the price re- 
vision of October 1, 1955, on the timber contracts with Rayonier, Inc., 
and the Aloha Lumber Co., and to increase the price of the Indian 
timber commensurately. 

The Secretary is requested to report by September 30, 1956, to the 
chairmen of both committees on the progress of the recommended 
contract revision. 

5. The Bureau of Indian Affairs should develop means, consistent 
with the autonomy of Indian groups and individual rights, by which 
Indians, whether or not they live on the reservation, may have a voice 
in the management of their business affairs and the protection of their 
property rights on ‘he reservation. 

6. The Secretary of the Interior should revise applicable regulations 

and future timber-sale contracts to provide for meaningful consulta- 
tion with and the furnishing of full information on all matters affecting 
timber sales to duly authorized representatives of the Indians. The 
committee recommends that the regulations be drawn to provide the 
maximum business participation by the Indians. 
7. The Secretary of the Interior should develop methods for the 
distribution of funds from the joint sale of allotted Indian timber 
adequate to meet the immediate financial needs of the Indians. 
There should be provision for regular annual payments. 

8. When funds withheld from the sale of Indian timber to meet 
administrative expenses exceed the actual cost, the excess amount 
should be distributed to the Indians without unreasonable delay. 

9. The Bureau of Indian Affairs should cooperate in working out a 
practicable operating plan with those Indians who desire to operate 
their own timber or to pool allotments in order to sell their logs. 

10. Timber access roads to Indian timber should be constructed 
in advance of sales. The Secretary of the Interior should explore every 
possible means for financing this access road construction, including 
loans from available revolving loan funds to be repaid from Indian 
timber sales. 
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G. Restrictions AFFECTING THE SALE OF TIMBER 


FINDINGS AND CONCLUSIONS 


The joint committee finds that full and effective competition among 
prospective purchasers of Federal timber may be adversely affected by: 
1. Size, timing, location, and length of sales; 
Financial requirements; 
; Allocation of timber supply to selected companies, 
communities, and areas. 

In some areas these factors have placed the small operator at a 
definite disadvantage in competing for Federal timber. Some of 
these factors have also resulted in financial loss to the Government 
and more particularly to the Indian people for whom the Government 
acts as trustee. 


Size, length, timing, and financial terms 


The joint committee finds that in the Pacific Northwest more 
bidders participate in small sales (those under 25 million board-feet) 
than in the so-called large sales. Further, in the case of small sales 
there are fewer one-bid sales and a larger increase of bid price over 
the appraised value. In addition, larger sales are beyond the financial 
reach of the smaller firms which are thus effectively barred from par- 
ticipating in the bidding. On the other hand, larger companies 
often do bid upon the smaller sales. Very large long-term sales are 
often marked by a decided lack of competition. 

The absence of an annual timber-sales program, given wide pub- 
licity, often acts as a deterrent to competition because all interested 
parties are not fully informed of size, time, and location of prospective 
Government timber sales. The timber sale programs of the agencies 
are not coordinated. 

We also find that the agencies apply somewhat different financial 
requirements to sales of similar size. The Forest Service has developed 
a method for setting installment payments so that these payments 
are based upon the rate at which the successful purchaser intends to 
remove the timber. The other agencies used fixed minimum payments. 

The advance payment schedule of the Bureau of Indian Affairs 
for allotted timber sales is so onerous that it sharply restricts bidding. 

The joint committee concludes that competition will be fostered 
and small business will be given an equitable opportunity to bid on 
timber only if deposits with bid and installment payments are kept 
at the minimum needed to protect the interests of the Government. 
Responsible Government officials indicated a commendable awareness 
of the need for smaller short-term sales with reasonable financial 
requirements so as to provide increased opportunities for competition. 


Marketing restrictions 


The Federal agencies can allocate timber to particular areas, com- 
munities, or companies under permissive legislation authorized by 
the Congress. 

The Department of the Interior’s community timber allocation 
device is termed a “marketing area’; the Department of Agriculture 
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designates its device as a ‘Federal unit.’ Both Departments use 
the term ‘cooperative agreement” to define a unit under which 
public and private timber is pooled, and the owner of the private 
timber receives public timber noncompetitively at the appraised 
value. The Department of the Interior has created 12 marketing 
areas in the State of Oregon. The Forest Service has created 5 
Federal units in the West, and 1 cooperative agreement in the State 
of Washington. 

It is significant that there is basic disagreement among the agencies 
on the desirability and effectiveness of the marketing area device in 
western Oregon, where the heaviest concentration of Federal timber 
exists. “There the Bureau of Land Management uses the marketing- 
are device as a means of restricting bidding on Federal timber to those 
within a certain defined area, while the Forest Service has not applied 
similar restrictions. 

The joint committee finds that the question of whether or not 
Federal units or marketing areas serve the public interest is also the 
subject of sharp and well-defined disagreement within the industry. 
The testimony of industry witnesses naturally tended to reflect their 
particular positions and their ideas of the effect of marketing restric- 
tions upon their operation. 

Testimony of agency officials experienced in dealing with the 
problem over the years was so vague and ambiguous that the hearing 
record is devoid of informed official opinion on this subject. 

The joint committee concludes that this inadequacy of the agencies’ 
evidence on this subject resulted either from a deplorable lack of 
knowledge or from an unwillingness on the part of policymaking 
officials to take a position which might be controversial. 

The lack of informed official testimony makes it difficult for the 
committee to formulate a sound policy on the complex problem of 
marketing-area restrictions. The problem must be solved. To do 
so requires that the Congress be given sound, factual data and analyses 
by the executive agencies without further delay. 

From such testimony as was forthcoming, together with other facts 
of record, we find that the device of the cooperative agreement, 
intended by Congress to promote sustained-yield practices on private 
forest lands, has not received public acceptance, due to its monop- 
olistic and noncompetitive features. Only one cooperative agree- 
ment has been consummated in the 12 years since the Sustained Yield 
Act of 1944 was passed. The joint committee has noted with concern 
current attempts to set up a cooperative agreement under the act in 
the Cedar River watershed on the Snoqualmie National Forest in the 
State of Washington as a means of eliminating competitive sales and 
to promote a potentially monopolistic situation under the guise of 
watershed protection. ' 

The joint committee commends those land and timber-owning 
companies which have adopted sustained-yield cutting and reforesta- 
tion practices dedicated to the treatment of timber as a perpetual 
crop. The significant progress made in sustained-yield management 
by those companies, which are the few that could qualify for a cooper- 
ative agreement, makes it doubtful whether there is any further need 
for this device, or whether new agreements would serve any useful 
purpose. 
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RECOMMENDATIONS 


Size, length, timing, and financial terms 

1. The annual sales programs of the timber-managing agencies 
should be coordinated in a manner which will assure maximum com- 
petition and maximum opportunities to bid for all potential purchasers 
in any given area. Wide publicity and an opportunity for inter- 
ested persons to suggest sales and to comment on proposed sales should 
be provided for in these annual programs. This objective is equally 
desirable in giving notice of long-range timber-development pro- 
grams. 

2. A major portion of the timber should be sold in medium and 
small sales of not more than 3 years’ duration. 

3. Sales should be timed and located so as to assure maximum com- 
petition and participation in the bidding. 

4. Advance and installment payments should be kept at a level 
which encourages maximum bidder participation. Bidders and pur- 
chasers should be permitted to submit adequate bonds in lieu of 
substantial cash downpayments to protect the Government’s interest. 


Marketing restrictions 


5. The agencies should make a complete review of marketing areas 
and Federal units as a type of restriction on who may be eligible to 
purchase Federal timber. This review should answer the basic 
questions of (1) what in the experience of the agencies has been their 
actual effects, if any, in practice; and (2) whether these restrictions 
serve any useful purpose at this time, and, if so, in what way. In 
particular the Forest Service and the Bureau of Land Management 
should cooperate in a special study in western Oregon to analyze the 
effect of the presence of the O. and C. marketing-area restrictions and 
of the absence of similar restrictions on national-forest timber on 
price, competition, and the economic development of the region. 

6. The criteria for the creation of cooperative agreements should 
be completely reevaluated by the Federal agencies. The agencies 
should consider whether the law is really workable, or whether it is 
inconsistent with the basic relationship that should exist between the 
Government as a manager of public timber for the use and enjoyment 
of all, and the private forest industry as only one of the users of public 
timber. 

In these studies particular attention should be directed to ascertain- 
ing whether the cooperative agreement provides or prevents suitable 
opportunities for small business to compete on equal terms with con- 
cerns with greater working capital and large land and timber holdings. 

7. A report should be made to the Congress by March 31, 1957, 
setting forth the results of the review and the recommendations of 
the agencies. 

8. The price at which Federal timber is offered for sale under any 
cooperative agreement or authorized timber allocation should be the 
current fair market value, as indicated by bids in competitive areas. 
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H. Lanp AND TimBER ExcHANGE AND DEVELOPMENT OF New AREAS 
FINDINGS AND CONCLUSIONS 


1. Land and timber exchange 


Exchanges permit the Government to enter into agreements with 
private lumbermen whereby both land and timber are exchanged to 
provide better Federal forest management. 

In the 34 years since enactment of the exchange legislation (42 Stat. 
465, 43 Stat. 1215), the Forest Service has obtained 6,631,444 acres 
through exchange and 18,366,282 acres through acquisition by pur- 
chase under the Weeks law (36 Stat. 962). 

In recent years the forest-products industry has taken a firm stand 
against adding to the Forest Service domain additional acreage either 
through purchase or exchange. One type of exchange which has been 
subjected to widespread criticism, although it involves only some 2 
percent of national-forest holdings, is that under which Federal 
timber is exchanged for cutover land. We find that this practice is 
undesirable, because it results in a loss to the Government through 
disposal of Federal timber without competitive bidding; it encourages 
overcutting on private land, because the private-land owner realizes 
that he can trade his cutover land for valuable Government timber; 
it imposes an expensive burden on the Federal Government, because 
it must rehabilitate and reforest the land it acquires in the exchange; 
in large exchanges it tends to create monopoly by entrenching one 
operator in a position of dominant control to the exclusion and even- 
tual elimination of others. 

On the other hand, we find that land-for-land exchanges which 
eliminate land not needed for Federal purposes or result in the con- 
solidation of Federal holdings so as to facilitate management, can be 
beneficial. 


2. Development of new areas and utilization of unused species 


The joint committee finds that the opening of new areas to timber 
utilization and development offers a sound method of helping reduce 
some of the local pressures in areas where cut exceeds growth. For 
example, there are vast stands of subalpine species that can and should 
be utilized. The development of these areas and the use of these 
species will promote a broad timber economy and help relieve the 
economic effects of lower production in areas now being overcut. 

- When there is genuine competitive interest in timber sales of this 
type the agencies should not unreasonably delay offering timber for 
sale. 

RECOMMENDATIONS 


Land and timber exchange 


1. Exchanges generally should be limited to elimination from the 
Federal domain of lands no longer needed for public purposes or to 
consolidate Federal landholdings. 

2. Existing exchange statutes should be amended to require con- 
gressional approval of any further stumps-for-stumpage exchanges 
involving offered lands in excess of 1 section, or 640 acres. 
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3. The advertisement of exchanges should include full information 
on the volume and value of the Federal timber involved, and the 
kinds of Federal and private lands proposed to be exchanged. 
Development of new areas and utilization of unused species 

1. The agencies should promote the development of those areas 
containing potentially valuable stands of commercial timber now con- 
sidered of marginal utility. Sales of this type should be planned for 


competitive bidding and the maximum opportunity for small-business 
participation. 


OPERATIONS AND SALES MANAGEMENT 
I. Timper INVENTORY 
FINDINGS AND CONCLUSIONS 


The joint committee finds that accurate and current Federal timber 
inventories are essential in order to provide a continuous supply of 
timber within sustained-yield limits to meet the expanding demand 
for Federal timber. We find that the Federal agencies have failed to 
meet this important basic objective. In all fairness to the agencies 
concerned, however, the joint committee realizes that this failure is 
due, in part, to a lack of adequate funds. In relation to the benefits 
of this program, its cost is low. 


RECOMMENDATIONS 


1. We recommend the assignment of adequate personnel and the 
appropriation and allocation of sufficient funds to expedite the achieve- 
ment of an accurate and current inventory of all Federal timber that 
will be satisfactory for timber management purposes. 

2. Budget development and presentation should stress the need for 
these funds. 


J. SALVAGE oF Deap ano Dyinc TIMBER 
FINDINGS AND CONCLUSIONS 


The joint committee finds that the salvage program provides an 
excellent opportunity to minimize catastrophic losses, while at the 
same time improving the growth of the forest, and increasing the 
supply of timber. 

While we realize that there is a definite need to keep the timber-sales 
program in balance, the committee finds that insufficient attention 
has been given to salvage sales. The committee feels that if the 
Congress is made cognizant of the economic and financial benefits 
which this program will produce, it will recognize its value and provide 
the necessary funds. The money appropriated for timber sales by 
the Congress is in reality a loan, much like a farmer may obtain from 
a bank at the start of a crop year. This money is repaid when the 
annual cut of timber is harvested. 

Furthermore, salvage sales increase the opportunity for the small 
operator to compete for Government timber. 

The committee concludes that the salvage program is a sound one 
and should be expanded. 
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RECOMMENDATIONS 


1. Salvage of timber losses should be intensified by the increased 
use of small sales and of relogging. 

2. If upon completion of initial operations, relogging of an area is 
indicated, the agencies then should promptly release the original 
contractor and offer the tract for relogging. 

3. The agencies should develop a program to train small-sale 
specialists. The agencies should explore thoroughly opportunities 
for increasing efficiency in the processing of salvage and other small- 
sales programs. One of the methods of promoting this efficiency that 
should be considered is the increased use of lump-sum sales covering 
small salvage areas. 

4. Because of the particular importance for speed in salvage sales, 
the agencies should promptly decide, in each situation, whether the 
salvage of the timber will be facilitated by the suspension of any 
marketing area limitations which might otherwise apply to the sales. 


K. TimBerR MEASUREMENT AND APPRAISAL 
FINDINGS AND CONCLUSIONS 


The joint committee finds that the true value of stumpage—timber 
sold standing on the stump—is influenced by the actual volume of real- 
izable forest products in the tree and by the quality of these products. 
The estimated cost of manufacture and transportation measured 
against the expected selling price of the products influences the price 
that a buyer will pay for timber. Similarly, the positions of the 
respective purchasers as to overall efficiency, market outlets, owner- 
ship of other timber, and need to make open-market purchases affect 
the price that will be paid for standing timber. 


1. Timber measurement 


The joint committee finds that the agencies use two methods of 
timber measurement. Under one method the timber is cruised and 
offered on the basis of the total volume estimated by the cruiser. 
The purchaser obtains the right to cut either all marked trees or all 
the trees in a selected area. In the other method a cruise is made as 
a preliminary volume estimate but the actual volume is determined 
by sealing each merchantable log that is cut. 

As presently applied, neither method is completely satisfactory to 
the Government or the purchasers for the following reasons: 

1. The log tree measurement volume tables bemg used are 
obsolete, inaccurate, and inconsistent. 

2. Due in part to these inadequate tools, personnel involved in 
determining timber volumes are handicapped in making accurate 
measurements. In addition, supervision is weak, inspection is 
inadequate, and in some cases personnel are inexperienced and 
not well trained. 

The joint committee finds that this situation has been true for 
almost 8 years and that the gap between appraised and bid prices has 
widened rather than narrowed. 

The joint committee concludes that the measurement of timber for 
either lump sum, i. e., cruise estimates, or log scale, lacks both precision 
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and consistency and is also generally conservative. As a result, the 
appraisals of Federal timber are usually well below its true value. 


2. Timber appraisal 


The appraisal procedures employed by all three agencies result in 
a completely unrealistic appraised price. While the agencies maintain 
that their estimates of value are supposed to be the equivalent of 
“fair market value,”’ the record clearly discloses that their appraised 
valuations do not even approximate ‘fair market’’ or bid values. 
Frequently this misconception results not only in financial loss to the 
Government, but also gives undue competitive advantages to certain 
purchasers, who, for one reason or another, may often be able to buy 
timber at the appraised price. 

We find that while the agencies employ slightly different methods 
in arriving at so-called appraised value, they all have one common 
approach: The so-called appraised price is a residual value secured by 
deducting from the estimated selling price of lumber or logs all esti- 
mated costs and an allowance for profit and risk. The Federal 
agencies are not under any congressional mandate to sell timber in 
a manner which allows a preconceived profit allowance for the con- 
verter of timber into forest products. 

The Forest Service and the Bureau of Indian Affairs’ initial ap- 
praised and bid prices in a long-term sale create a false impression of 
the price the timber purchaser may pay. The price to the purchaser 
is adjusted at intervals during the sale term so that he pays only the 
new “appraised” price. In this readjustment process the original bid 
price is ignored. This process is particularly unjustifiable in view of 
the established fact that original appraisal values are completely 
unrealistic and the readjusted rates are generally below current bid 
prices. 

We conclude that the agencies should reevaluate this readjustment 
process in the light of current demand and going prices for Govern- 
ment timber. 

The joint committee concludes that the methods used by the agen- 
cies do not result in fair market-value appraisals. True, in some in- 
stances excessively high bid prices result from ‘‘preclusive”’ or “des- 
peration” bidding. The actual market value of Government timber 
is more closely reflected by prices received in competitive bid sales. 
The joint committee also concludes that many of the noncompetitive 
sales of public timber result in the purchaser receiving timber at far 
less than its true value. Examples of such situations are sales under 
the cooperative agreement with the Simpson Logging Co. and to com- 
panies such as Pope & Talbot, and the Willamette Valley Lumber 
Co. which regularly buy Federal timber without competition, as well 
as long-term sales on Indian reservations. 

The agencies are required to sell timber at not less than the appraised 
value. They interpret this to mean current fair market value. The 
agencies are not required to make a predetermined allowance for profit 
and risk in computing fair market value. They are required to adver- 
tise all but the smallest sales, but they are not required to announce 
the minimum price acceptable to the Government. 
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RECOMMENDATIONS 


1. The Forest Service, through its research facilities, should initiate 
development of log measurement tables for uniform Federal use which 
will provide more meaningful information on the average amounts of 
various forest products that may be produced from logs of different 
sizes. 

2. In offering timber for sale, the agencies should make available 
equally to all potential bidders data relating to the volume of timber 
by species, timber quality, road construction engineering data, and 
road-use fees. 

3. The agencies should compute an appraised price consistent with 
the fair market value of timber, as established by competitive bids 
for comparable timber. 

4. Asa means of obtaining a price more closely approximating actual 
market value, the agencies should explore the feasibility of not an- 
nouncing appraised prices of timber offered for sale. 

5. In areas where the agencies’ operations overlap, they should 
establish a centralized system for gathering, analyzing, and dis- 
seminating information on the cost of logging and manufacturing forest 
products and on the selling prices of such products. These data should 
then be made available to all segments of the timber industry as well 
as to Government and private appraisers. 


L. Brippinc Meruops 
FINDINGS AND CONCLUSIONS 


The agencies use two bidding methods—oral auction and sealed 
bids. 

The joint committee believes that the agencies in exercising dis- 
cretionary authority to select the method of bidding, should give 
primary consideration to first, an opportunity for all qualified bidders 
to participate; and, second, keeping freezeout or preclusive bidding 
opportunities at a minimum. The best policy is one which provides 
a climate for healthy competition. 

From the standpoint of the Federal agencies, the discretion allowed 
them creates a responsibility to conduct the bidding in the public 
interest. Regular reviews of the results of bidding are necessary in 
order that the effect of the type of bidding used can be evaluated. 

Generally speaking, the sealed bid method minimizes the oppor- 
tunity for preclusive bidding and for collusion. It also prevents ex- 
cessive bidding which goes far beyond the value of the timber, and 
provides for greater participation by the management of companies 
in the formulation of bidding policy. 

Negotiated sales should be resorted to only when extraordinary 
circumstances so require. Negotiation of price imposes severe re- 
sponsibilities on the personnel of the agencies. Public business can 
best be conducted by being openly conducted. Agencies can avoid 
charges of favoritism by making minimum use of negotiated sales. 
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RECOMMENDATIONS 


1. The agencies should use the competitive-bid method to the 
greatest extent possible. Methods of advertisement should be 
designed to sno wide notice to all prospective bidders. 

2. Preference should be given to the use of sealed bids rather than 
oral auction in order to maximize the opportunity for all potential 
bidders to participate and at the same time minimize the opportunity 
for preclusive bidding. 

3. The agencies should carefully review those situations where one- 
bid offers predominate, to determine whether this may be due to the 
method of bidding or to some other factor. We recommend the 
agencies place more emphasis on critical examinations of present bid 
methods in order to promote maximum opportunities for competition. 


M. Revations WitH THE PuBLICc 
FINDINGS AND CONCLUSIONS 


1. Advisory boards 

The joint committee finds that properly constituted advisory boards 
composed of representatives of all interested segments of the area 
are necessary and desirable for the proper functioning of the agencies in 
the administration of the public resources. On the other hand the 
joint committee cautions against subservience to advisory boards for 
policymaking and technical decisions. The proper function of 
advisory boards is to advise and not to make final agency decisions. 
2. Availability of information 

Both the Forest Service and the Bureau of Land Management have 
been criticized for refusing to give all interested parties full information 
and pertinent data which directly affect not only business decisions 
but the public use of our national forests and public lands. 

The failure of the Forest Service to publish all of its major policy 
decisions in readily accessible and usable form and to issue definitive 
regulations imposes an unreasonable burden on interested parties. 

The joint committee finds that there is no justification for policies 
or procedures which restrict the ability of the public to be fully in- 
formed on policies, decisions, and procedure. The public interest 
requires affirmative efforts by all of the agencies to eet information 
effectively available. 

8. More decisiveness at higher levels 

Administrative decisions have not been made promptly in several 
instances. For example, the Secretary of the Interior failed to act for 
18 months on a request by a group from Clatsop County, Oreg., for 
a public hearing to revise or remove marketing area boundaries. 

The Secretary of Agriculture delayed 4 months in holding a public 
hearing on a protest on an affirmative decision by the Chief of the Forest 
Service on a proposed timber sale in Oregon. Over 7 months have 
passed since the hearing was held and on the date of this report no 
decision has yet been announced. In the meantime, far bigger timber 
sales with greater economic implication, even in the same State, have 
been readied for the market or sold. 
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In 1952 an application was made for a public hearing on a Federal 
sustained-yield unit on the Gifford Pinchot National Forest in Wash- 
ington. On November 30, 1955, some 3 years later, the Chief of the 
Forest Service issued a decision that a public hearing would not be 
held. 

On February 16, 1955, a public hearing was held on revising the 
boundaries of the Three Sisters wilderness area in Oregon, but no 
decision has been forthcoming from the Secretary of Agriculture 
although 17 months have elapsed. 

Failure to decide within a reasonable time is in the interest of one 
side of a controversy, because normally one side wants the status quo 
to remain. 

We find that in most instances the lower levels of a department 
have been reasonably prompt in making recommendations on matters 
that must be referred to higher offices. 

Where an appeal is taken and it reaches the Secretary of a depart- 
ment, unreasonable periods of time often have elapsed without a 
decision. 

The joint committee concludes that delays of this sort are not in 
the public interest. The responsible officials have the duty to decide 
matters with reasonable dispatch. It is desirable to have definite 
policy guidelines available to decision-making officials. Their respon- 
sibility to render decisions or make recommendations in any given 
case should be clearly defined. 

Delay breeds controversy and dissatisfaction. Appeal procedures 
are in need of review in order to provide for prompt disposition of 
appeals. 

RECOMMENDATIONS 


1. All the agencies should utilize the services of broadly representa- 
tive advisory boards at the local as well as at the regional levels. 

2. By definition an “advisory board’ is one created to advise. 
Therefore, we recommend against reliance on such boards to exercise 
those decisional functions which Congress has directed the agency 
officials to perform. Furthermore, advisory boards as such should be 
representative of all groups concerned with the proper administration 
of the national forests and the public domain. We recommend that 
representation on these boards be expanded to include all segments of 
the forest-products industry, together with representatives of con- 
servation, wildlife, recreation, farming, labor, mining, and State and 
local governments, as well as civic leaders representing the general 
public. 

3. The public should be given the maximum amount of information 
on policies and program. We recommend, therefore, increased use of 
public meetings to explain annual timber-sale programs and forest- 
development plans. We further recommend that the agencies, 
through regulation, define the type of information first, which will be 
made available to the public; second, information which will be 
made available to parties in direct interest; and third, information 
considered to be of an internal nature. Material which will be made 
available to the public should be compiled in such form as to facilitate 
ease of reference and examination. Restrictions on the availability of 
information should be kept to an absolute minimum. 
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4. The committee specifically recommends that among information 
available for public inspection be included the terms and conditions 
of road-use agreements, together with the basic data pertaining to 
road-use fees, and information upon which timber sales are developed 
and exchanges are consummated. 

5. Consideration should be given to providing for wider publication 
of rules, regulations, and decisions affecting the users of public lands. 
In particular, full use should be made of the Federal Register and 
Code of Federal Regulations instead of reliance solely upon manuals 
and memorandums designed primarily for internal use. 

6. The appeals procedure should be revised and necessary personnel 
assigned to provide for more expeditious handling of appeal cases. 

7. A review should be made of the administrative levels at which 
various types of decisions are made, for the purpose of deciding the 
proper level for various types of initial decisions. Clear guidelines 
should be published for the use of officials authorized to make decisions 
or recommendations at the local and regional level. 























ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


After 12 days of continuous hearings in California, Oregon, and 
Washington in the fall of 1955 and 2 days in Washington, D. C., in 
February of 1956, the so-called Joint Committee on Federal Timber, 
of the Subcommittee on Legislative Oversight Function, Senate 
Committee on Interior and Insular Affairs, and the Subcommittee 
on Public Works and Resources of the House Government Operations 
Committee, it was clear that the prime purpose of the hearings was 
aimed at lifting the political scalp of Secretary of the Interior Douglas 
McKay, reelecting Democratic Senator Morse and defeating Repub- 
lican Congressmen Ellsworth, Mack, and Coon, at the November 
election. 

Chairman Chudoff of the House subcommittee stated at the first 
hearing at Redding that he had “arranged” with the chairman of the 
Senate subcommittee to conduct joint hearings. No resolution by 
either body had created a joint committee. It was just a convenient 
device invented by the House subcommittee chairman for developing 
more political steam in the Pacific Northwest for the 1956 elections. 
This becomes obvious when one recognizes that the Department of 
the Interior bas jurisdiction over only 5.9 million acres of commercial 
forest land in the 3 States, whereas the Department of Agriculture 
has jurisdiction over 25.7 million acres. Yet considerably more than 
half of the total hearing time was devoted to “investigating” the 
Department of the Interior and somewhat less than half to the Depart- 
ment of Agriculture’s Forest Service. Certainly, it is apparent that 
the national forests, with four-fifths of the Government’s timber, 
administered by the Department of Agriculture, are of much greater 
importance to the economy of the three States than are the Oregon 
and California revested railroad lands, the public-domain forests, and 
Indian reservations which are administered by the Department of 
the Interior. 

The staff began investigations as early as February 1955. Hearings 
were held as follows: 

November 14: Redding, Calif. 
November 15: Klamath Falls, Oreg. 
November 16: Medford, Oreg. 
November 17: Roseburg, Oreg. 
November 18: Eugene, Oreg. 
November 21: Portland, Oreg. 
November 22: Portland, Oreg. 
November 23: Portland, Oreg. 
November 25: Portland, Oreg. 
November 28: Aberdeen, Wash. 
November 29: Seattle, Wash. 
November 30: Spokane, Wash. 
And, on February 21 and 22, 1956, in Washington, D. C. 

Inasmuch as Congress bad not investigated forestry in the North- 

west since 1939, the so-called joint committee had an opportunity to 
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do a real job in attempting to learn how Congress could recommend 
better management of the Federal forests which have become so 
important in the last 15 years to the economy of northern California, 
Oregon, and Washington. 

Instead, they developed a sordid record of setting the stage for one 
cheap political show after another and did not give many witnesses, 
who had important testimony to give, the opportunity to help the 
committee formulate recommendations for improved Federal forestry 
and to make a factual report. 

As the only member of the minority party who attended any of 
the hearings, except the two held in Washington, this report can only 
outline my individual opinions, the weight of which must depend 
upon the record when printed. 

The undersigned has no quarrel with the announced purpose of the 
hearings, which was to develop further facts and current information 
relative to— 

(a) Problems of access to Government timber, including access 
roads; 

(6) Inadequate and outdated inventory data on Federal timber 
resources; 

(c) Increases in the allowable cut; 

(7) Revised timber sales practices to provide sales of the size 
and length that meet the needs of small and large operators 
alike ; 

(e) Increase salvage sales of diseased and burned timber; and 

(f) A reexamination of the effect of marketing area and other 
restrictions on Government sales. 

To the extent that the committee attempted this purpose, it is to 
be commended. However, the report of the majority, which is pur- 
portedly based on the hearings, does little to remove the solution to 
these problems from the realm of speculation. Such controversy as 
exists in these areas is a matter of individual differences in viewpoint 
and to take a stand on certain details of the problems involved on the 
basis of limited knowledge is to ignore a number of other viewpoints 
of equal validity. 

The hearings were concluded on February 22, last. The testimony 
has not as yet been printed. On July 20, a report of 23 galley pages, 
written by the committee staff was given me. On the 24th of July 
I received a 28-page committee print of the proposed report. Prac- 
tically every day since that date either the House has been in session 
with important legislation under consideration and/or subcommittee 
meetings have been held, other committee reports have had to be 
written. It has been impossible to devote to the writing of a report 
the time which the subject merits. 

The full committee has somewhere around 60 employees, an 
appropriation of $995,000, plus at least $100,000, which it receives 
from the contingent fund for salaries and expenses of its regular com- 
mittee staff of 10. This subcommittee alone has a staff of 6 em- 
plovees, while the minority has available a staff of but 3 assistants to 
assist in writing the reports turned out by 11 regular and special 
subcommittees, it is not difficult to understand the impossibility of 
making adequate answer to the various subcommittee reports which 
come to my desk. 





gocgmmenae 


soe 


ee ares 




















FEDERAL TIMBER SALES POLICIES 31 


A few days ago, when a report of 122 pages was slapped on my 
desk, being unable to examine it sufficiently to justify the writing of 
a report, I filed a minority report which was in these words: 


MINORITY REPORT 


Because of the almost continuous sessions of subcommittees 
of the Committee on Government Operations and the daily 
meeting of the House, when Members’ presence on the floor 
is necessary if they are to perform their duties, the minority 
have been without any opportunity to examine the hearings, 
read the reports filed by the majority, prepare dissenting or 
additional views. 

This situation is protested as being unauthorized under 
our system of legislation, as being unfair, and depriving 
individual Members of Congress, who are members of the 
committees making the reports, of their opportunity to per- 
form their duties. 

The action of the committee in delaying the putting out 
of these reports until the closing days of the Congress— 
action which automatically deprives the Members of their 
civil rights—is in sharp contrast with the action of the House 
in adopting the civil rights bill. 

It is proof, indeed, that actions speak louder than words; 
that verbal adherence to a principle is no indication that it 
will be followed or supported when an actual situation arises. 


CLareE E. HorrMan. 


While the minority had been told that its views would not be printed 
with the committee report unless it met the deadline fixed by the com- 
mittee, the chairman of the full committee found time and opportunity 
to reply to my protest in the following words: 


ADDITIONAL VIEWS OF HON. WILLIAM L. DAWSON 


The minority members and the majority members of the 
Committee on Government Operations have the same amount 
of time in which to work. Maybe the majority members of 
the committee are more industrious, and perhaps apply them- 
selves more earnestly to their duties and responsibilities. 


The only request here made is that you read carefully this charge 
that perhaps the ‘‘majority members are more industrious, and per- 
haps apply themselves more earnestly to their duties and responsi- 
bilities’”’ and then, in view of that statement, take another look at the 
more than a million dollars’ appropriation available to the majority; 
remember that none of that sum is available to the minority; keep in 
mind that the majority has 60 paid employees and staff members, 
many of them drawing as much as $11,000 a year; and analyze and 
weigh the chairman’s statement that 


The majority members of the Committee on Government 
Operations have the same amount of time in which to work. 


Sure we have, and, as ranking minority member, because of the 
action of the majority, I am ex officio a member of 10 regular and spe- 
cial subcommittees, with 1 lawyer to assist me, 1 staff member and 1 
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stenographer. Balance up the 3 against the 60, and, in my humble 
judgment, their work compares quite favorably with that of the 
majority staff. 

Of this particular majority report it can be said that it is somewhat 
less bitter, and somewhat less inaccurate in its conclusions than others 
we have received from this subcommittee. However, it is by no 
means a significant contribution to the knowledge of the subject. 


ERRORS OR OMISSIONS IN THE REPORT 


Before considering specifications in the majority report, the atten- 
tion is called to certain statistical errors or omissions in the introduction 
of the report. 

On page 4 the report states: 


* = * The Bureau of Land Management holdings com- 
prise only 5,513,000 acres of commercial timberland, the 
majority of which is in Washington, Oregon, and Califor- 
plage 


The Bureau of Land Management exercises exclusive jurisdiction 
over more than 161 million acres of forest land, including 6,312,481 
acres of commercial forest lands in 22 States, approximately 40 million 
acres of commercial forest lands in Alaska, 30 million acres of wood- 
lands in 13 Western States and 85 million acres of woodlands in Alaska 

The currently estimated annual allowable cut or productive capacity 
of the forest lands administered by the Bureau of Land Management 
is approximately 3.4 billion board-feet Of this amount approxi- 
mately 840 million board-feet represents the estimated aad pro- 
ductive capacity of the commercial forest lands in the United States. 

One and one-half billion represents the estimated annual productive 
capacity of commercial forest lands in Alaska, while approximately 
1 billion board-feet represents the estimated productive capacity of 
the woodlands in the United States and Alaska. A more detailed 
statistical breakdown of the forest lands is shown in the appended 
exhibit A. 

Receipts for the current fiscal year from sale of timber from forest 
lands managed by the Bureau of Land Management are expected to 
total approximately $30 million.. The Bureau now has a dynamic, 
efficient, and well-integrated forestry program which is under the 
technical direction of approximately 250 full-time and approximately 
100 part-time forestry personnel. 

On page 4 the report states: 


* * * there are confusing differences in policy, method, and 
procedure. There is duplication, overlap, and waste * * *. 
The existence of separate and independently managed agen- 
cies has led to three uncoordinated and inconsistent forestry 
programs * * *, 


These alleged findings and conclusions are not supported by the 
reported ‘findings and conclusions” in the categories discussed by the 
committee’s report, nor are they consistent with my own recollections 
of the testimony presented during the hearings. 

As a member of the committee, I participated in these hearings in 
California, Oregon, Washington State, and Washington, D. C., and 
heard the testimony of the various witnesses. During the field hear- 
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ings I had many occasions to discuss the timber policies of these three 
Federal agencies with many representatives of the timber industries 
and local governments and with other users of the Federal forest lands, 
including recreationists, miners, and grazing interests. As vet I have 
been unable to find that there exists in these Federal agencies, the 
lumber industry, local governments, other users of the forest lands, or 
elsewhere, any well-established movement to have these timber- 
management functions of the agencies combined. 

There are, of course, numerous isolated references to desires for 
such a consolidation, or interests in more uniformity in functional 
activities among the agencies. However, in such statements, little 
if any consideretion was given to the possibilities of creating even 
greater administrative problems by such a consolidation. I am firmly 
opposed to the consolidation as proposed. If any such consolidation 
is to be seriously considered it should be done only during and sub- 
sequent to widespread public hearings to hear the views and opinions 
of all interested groups— not just a few people of the Pacific North- 
west. 

There is substantial evidence that there is widespread and substan- 
tial cooperation and coordination of many forestry methods, policies 
and procedures among the three agencies. A special committee con- 
sisting of representatives of key forestry personnel of the Bureau of 
Land Management, Bureau of Indian Affairs, and Forest Service 
Washington offices meets periodically for the specifie purpose of 
assuring such cooperation and coordination. Various special field 
committees meet regularly for the same purposes. One of the out- 
standing examples of the latter is the triagency field committee now 
making a joint study for the purpose of developing a uniform timber 
appraisal technique. There are many other examples which illus- 
trate that it is and has been common practice for these agencies to 
get together to their mutual benefit, and for the benefit of the public 
for the express purpose of coordinating and integrating their respec- 
tive activities and responsibilities, and to exchange technical infor- 
mation and experiences. 

The committee also reports that 


The Forest Service manages by far the largest area of 
the Federal timber domain. 


The fact is that the Forest Service administers approximately 
160 million acres, approximately 21 million of which are located in 
Alaska. 

The Department of the Interior having jurisdiction over approxi- 
mately 190 million acres of forest land including Alaska (Bureau of 
Land Management, 161 million; Bureau of Indian Affairs, 16 million; 
National Park Service, 14 million; Fish and Wildlife Service 5 million), 
obviously manages a much greater total acreage of forest land than 
given credit for in the report. 

The committee reports that the Forest Service 


* * * is the most experienced of all the Federal timber 
agencies. It performs the basic forest research for all 
agencies of the Federal Government and is technically 
equipped to assume even greater responsibilities. 


It may interest the committee to know that conservation of forests 
began in the Geological Survey of the Department of the Interior. 
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The forest reserves (national forests) were established in the 15 years 
preceding the creation of the Forest Service. Sustained yield manage- 
ment of Federal forest lands began with the O. and C. sustained yield 
act of August 28, 1937. A comparable statute, applicable to forest 
lands administered by the Forest Service and patterned to a great 
extent after the O. and C. Act, was passed in 1944. It appears obvious 
that the Interior Department also ae had considerable experience. 

The Forest Service does and has performed most of the basic forest 
research which has been accomplished by Federal agencies. Neither 
the Bureau of Land Management nor the Bureau of Indian Affairs has 
purported to be active in “basic forestry research.’”’ The latter 
agencies have, however, made substantial contributions in ‘applied 
research” or technical studies of various operational aspects of forest 
management. The various operational time studies, which are pre- 
requisites to accurate timber appraisals, undertaken by the Bureau 
of Land Management, and now considered standard by the other two 
agencies, is an example. 

The Forest Service is, of course, technically equipped to assume even 
greater responsibilities. It is equally obvious, as evidenced by the 
records, that the other two agencies mentioned in the report are 
technically equipped to assume greater responsibilities. 

In view of the “‘conclusions and recommendations”’ as stated in the 
intermediate report of the committee and the fact that the Bureau of 
Land Management has for some time been carrying out a very sub- 
stantial number of the more significant recommendations of the com- 
mittee, it does not appear that it can be logically concluded that, as 
suggested by the committee, “the commercial timberlands of the 
Bureau of Land Management, Bureau of Indian Affairs, and the Forest 
Service should be consolidated in one Federal agency.” 

While it may be that some plan to effect a more efficient perform- 
ance of timber management functions should be developed by the 
President for presentation to Congress, the detailed specifications of 
such a plan should be left up to those who have a background of 
knowledge in the field. 

The undersigned vigorously dissents from the proposal that any 
reorganization of a Federal agency, whether in this case or any other, 
be accomplished under the authority provided by the Reorganization 
Act of 1949, and his views in this regard are set forth in other reports 
of this and other committees. 

With reference to special Indian problems, it is not believed that 
the problem of timber management is separable from the complexi- 
ties of the administration of Indian affairs, generally. Any solution 
to this problem can only be accomplished as a result of a comprehen- 
sive duty of the whole field of Indian Affairs. 

Any serious consideration of consolidation of Federal agencies or 
functions of such agencies should take special cognizance of the June 
1955 report of the Task Force on Real Property Management of the 
Commission on Organization of the Executive Branch of the Govern- 
ment. This report reads in part: 


* * * However, the task force considers control by one 
agency of less importance than the elimination of overlap- 
ping management of similar adjacent or intermingled lands. 

* * * Competition between agencies, under a comprehen- 
sive and uniform system of real property management, may 
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prove as healthy in Government as in private business; con- 
versely, monopoly can be destructive through the genera- 
tion of complacency and political power. 

* * * A sound program of divided responsibility for the 
management of Federal rural lands can be effective only if it 
is coordinated and strongly supported by the Executive 
Office of the President, with the unprejudiced and continuing 
cooperation of the heads of the two departments primarily 
responsible for the management of the lands. 


As the committee no doubt recognizes, this “conclusion’’ as to con- 
solidation of Federal forestry function is a somewhat modified ver- 
sion of a proposal which has cropped up periodically during the past 
quarter of acentury. This version is no more reasonable nor practical 
than its precedessors. 

Considered opinion would lead to the “conclusion” that there can 
be no logical reason for transferring jurisdiction of a portion of the 
forest lands administered by the Bureau of Land Management and 
similar lands administered by the Bureau of Indian Affairs to the 
Forest Service. The Bureau of Land Management has many respon- 
sibilities, forestry, grazing, land classification, cadastral surveying, 
mineral leasing, mineral claims, oil and gas leasing, land records, and 
administration of the public lands laws to insure continuing highest and 
best use of the public lands through proper classification. When the 
highest use of isolated tracts is possible only under private ownership, 
the lands are disposed of under the provisions of the public land laws. 
The Bureau of Indian Affairs also has many activities other than 
forestry and grazing which have no counterpart in the Forest Service, 
including the many custodial responsibilities which have to do with 
Indians. 

The suggested consolidation of these agencies would separate 
management and responsibility of the surface resources on a large 
portion of the public domain from other aspects of natural resources 
administration, including the mineral resources. The mineral re- 
sources-of many forest lands are a major element of the total value 
of the land. Placing management of the timber under the administra- 
tive jurisdiction of the Forest Service and having minerals resources 
in the Bureau of Land Management for the same areas would obviously 
create many new problems in the efficient, effective management of 
the minerals and the timber for both agencies. Such an arrangement 
would require innumerable interdepartmental transactions annually, 
any one of which may develop into a major, controversial issue. Such 
a move would create an intolerable situaticn in public land manage- 
ment. An action of this sort would require expensive duplication of 
land records and greatly increase the possibility of errors in these 
records. 

Since many of the tracts of public domain commercial forest lands 
are located within grazing districts and wholly or partly surrounded 
by grazing lands and are now under the immediate supervision of 
local grazing district offices, it is difficult to believe that management 
of these lente can be done most efficiently and most effectively if they 
were placed under the administrative jurisdiction of another agency. 
Since many of these forest lands are also used simultaneously for 
grazing, watershed, and other multiple-use purposes, under Bureau 
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of Land Management jurisdiction, it is equally difficult to see how 
transferring jurisdiction of the timber resource to one agency, and 
retaining jurisdiction over other simultaneous uses to another agency, 
could conceivably be considered as being in the public interest. 

Management of “commercial” forest lands by one agency and 
management of “woodlands” by another is no less impractical. 
“Commercial” forest lands are considered to be those suited primarily 
for the production of sawtimber, while ‘‘woodlands”’ are considered 
to be other forest lands. The woodlands produce very substantial 
quantities of many types of forest products including piling, poles, 
mine timbers, posts, pulp, chips, and fibers for hard boards and soft 
boards, fuel wood, etc. With the continuing technological changes 
in the lumber industry, and increasing demands for wood for pulp, 
paper, and other uses, the woodlands are assuming growing importance 
as a major source of wood. Since these woodlands are intermingled 
with the commercial lands and as vast areas of woodlands contain 
great quantities of sawtimber scattered throughout the other trees 
it would be even more impractical to separate the management of 
the commercial and woodland forest lands. 


CONTROVERSY IN THE Nortuwest Over TIMRER 


A casual knowledge of the situation gives the real reason for the 
divergent views as to what the Department of the Interior should 
have done, should now do, and discloses the conflict of interest that 
has been causing heated debate, the making of various charges. 

When the Department of the Interior was first given control over 
timber in the Northwest and for many years thereafter, timber was of 
little or of no value. There was no available market for the timber, 
there was no way of getting it to market had there been a market. 
When World War I came along and subsequently, there was a sharp 
demand, a rapid increase in the price for timber. 

The individual, the small-business organizations, did not have either 
the facilities or the financial backing necessary to cut, haul, and con- 
vert the timber into marketable products. Of necessity, larger organ- 
izations with the backing of milhons of dollars, took advantage of the 
situation and wherever they could, obtained title to thousands of acres 
of what had become valuable timber. Because of the magnitude of 
their operations and the know-how of the experts they employed and 
who were not available to the individual or the business organization 
of limited means, some of these companies were enabled to make an 
enormous profit. That fact gave opportunity to the demagog poli- 
tician seeking office to attain his ambition by denouncing the larger 
organizations, assailing the Department of the Interior for policies 
which they claimed resulted in the denial of opportunity to the indi- 
vidual often designated by them as the “little man,” the “common 
man.’’ And weep they did—crocodile tears—enough one would 
think, had they been real, to irrigate the acreage in some of their 
reclamation projects. 


1. Allowable cut 


It will be conceded by all except a few individuals and organiza- 
tions which, in my judgment, put their own interests above that of 
the general welfare of the Northwest, that the allowable cut of 





THE REAL ISSUES 




















FEDERAL TIMBER SALES POLICIES 37 


Government-owned timber should be limited to that which will insure 
a future growth, which will make possible an annual, continuing 
harvesting of the timber. Naturally this policy is opposed by a few 
who own timber, desire to reap an immediate profit. Where they 
have title to the timber, they can, of course, follow their own policies, 
provided, however, they have the facilities for marketing what they 
own. 

To their everlasting credit be it said that practically all of the 
corporations which own or have under lease the large holdings of 
timber, while interested in an annual profit, nevertheless have the 
long-range policy in mind. Not only do they limit their annual cuts 
to what they think will insure an ever succeeding crop, but they 
employ experts, are spending vast sums in efforts to reforest the 
acreage they own or control—a policy which, in my judgment, should 
be followed by the Government itself and with ever-increasing 
efficiency. 

2. New inventory 


It will be conceded by everyone with a knowledge of the facts 
that the inventory, which Government departments and agencies now 
have, was taken years ago, was never adequate, is outdated and today 
is of comparatively little value. A new inventory conducted by com- 
petent officials should be had and Congress should not hesitate to 
promptly appropriate the necessary funds. 

3. Access 


The question of enabling owners and those who desire to purchase 
and market Government timber, or getting access to the timber— 
getting it from stump to mill—is a complicated one and will undoubt- 
edly continue to be difficult of solution satisfactory to all. Some small 
operators who own or have an option on a comparatively small acre- 
age often have no way of getting their timber to market. The larger 
companies with almost unlimited financial resources, with experts who 
have made a study of the situation, have in many instances constructed 
highways from the stumpage to their mills and to market. 

The smaller operator who owns acreage or who purchases timber 
quite naturally wants to use these roads. The companies are willing 
that he should, provided, however, he pays what they say is a reason- 
able charge for such use, and what he says is an exorbitant charge. 

In some of the contracts by which the Government sold timber to 
the larger operators, there is a provision for the negotiation of this 
issue. Where there is not and where new situations arise, it can only 
be settled through negotiation or, when future sales are made, by 
statutory provisions prescribing a procedure for arbitration where 
the parties cannot reach an agreement. 

4. New sales practices 

Senator Murray suggests, and with that all can agree, that the 
Government should establish timber sales practices to provide sales of 
the size and length that meet the needs of small and large operators 
alike. The difficulty arises when a practical method is sought to give 
the small and the large operator comparable opportunities for profit. 

A small operator was described by the witnesses as one who made 
an annual cut of 5 million feet; by others, as one who gave employment 
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to less than 500 men. Those who had an annual cut of 10 million feet 
or more were described as large operators. 

In my judgment, a congressional committee, certainly one such as 
held these hearings, is not qualified to find an answer to this problem 
of balancing equities between large and small operators. 

Neither the chairman nor the only Republican member who at- 
tended the hearings in the Western States has the slightest knowledge 
of timber or of any question growing out of its growth, cutting, trans- 
portation, marketing, sales, or use. If permissible to express an 
opinion as to the Member of the other body who participated in the 
hearings, Senator Neuberger, it might be suggested that, while he 
professed a long acquaintance with and an almost complete knowledge 
of the timber resources of the Northwest, his views seemed to be based 
entirely on political considerations. An example of what is here meant 
will be referred to later. 

In my judgment, a satisfactory answer as to how and in what 
volume the sales should be made in order that the large and the small 
operator may be placed on an equitable basis will only be found when 
unbiased individuals from the departments concerned sit down with 
the representatives of both groups and, having in mind the public 
good as well as their not unnatural desire to increase their jurisdiction 
and authority, agree upon a policy. 

5. Increased salvage sales 


Here again there is no dispute but that the greatest possible use 
should be made of diseased, burned, and down timber. Nothing 
should be permitted to go to waste which can be salvaged. 

But here again it must be conceded that a congressional committee 
alone cannot formulate a policy which would be sound. Nor should 
the governmental department or agency having jurisdiction be per- 
mitted to dictate a policy. The interests of the taxpayer must be 
considered. 

Again, no individual or organization will salvage this timber unless 
there is a reasonable expectation of making a profit. Here again, as 
in the preceding question, the answer can best be found—at least, 
that is my judgment—when those in Government service and those 
capable of salvaging this class of timber sit down together and agree 
upon a procedure. At this conference, however, someone representing 
the public—that is, the taxpayer—should be present with competent 
experts. 

If this method of finding a solution cannot be reached shortly, a 
congressional committee can be of service if impartial, reasonable 
Congressmen and Senators can be found who will temporarily lay 
aside their own preconceived ideas, forget to advocate political 
advantage to either party. 

The most that a congressional committee can do is to provide a public 
forum for those with divergent views, then an impartial evaluation of the 
testimony, with a recommendation to the Congress as to what should be 
done, and how. 

Certainly the present committee is not competent to pass upon that 
question or, as a matter of fact, any other question raised in these 
hearings. It might be added that, in my judgment, because of politi- 
cal considerations the committee failed miserably to put on the record 
testimony which would enable anyone to reach a fair and equitable 
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decision on the real issues indicated in Senator Murray’s letter of 
September 21. 


6. Marketing area ' 


This issue is similar to the others in that the committee neither had 
any knowledge which would contribute to the solution of the question, 
nor did it produce evidence which, considered by those who had knowl- 
edge of the situation and of the problems, would be of value. The 
chairman of the subcommittee and the ranking minority member 
frankly admitted they did not personally know anything about the 
issues which the subcommittee was supposed to aid in solving. 

The hearings did accomplish the result of revealing the complexities 
of the problem of marketing area restrictions. However, as pointed 
out in the majority report— 


The lack of informed official testimony makes it difficult 


for the committee to formulate a sound policy on the com- 
plex problem * * *. 


Senator Neuberger and Senator Morse, who appeared and made 
statements, and others who were not directly interested, avoided 
making a direct answer, usually because they, too, admitted they did 
not have a satisfactory solution. 

The majority report distorts the facts with reference to marketing 
area restrictions. It states that the purpose is to restrict competitive 
bidding. This is not so. There are no limitations whatever on 
bidding within an area. The restriction may be one of the effects but 
the purpose is to protect the economic life of a community, to sustain 
supply for the local industry so that some big operator from outside 
the area cannot come in with a successful bid, clear off the timber, and 
move out, leaving the local operators high and dry with the eventual 
result of ghost towns in denuded forest areas. 

This goes back to the basic complaint which was heard throughout 
the hearings—the complaint of small lumbering outfits who claimed 
that they were constantly being outbid so they were asking for some 
criteria on bids which would abolish marketing area restrictions. 
However, the abolition of marketing area restrictions would only 
further aggrevate the complaint of the small operator. It would not 
meet the bids of the bigger operator and would admit those from out- 
side of the marketing area so even if the pleas of the smaller operators 
were heeded in this regard the bigger operators would still be favored. 
With general agreement, both from witnesses of the Federal agencies 
and witnesses from the timber industry and the public on the above 
points, the hearings should have developed, had less attention been 
directed to political activity, practical suggestions for accomplishing 
these desirable objectives for our economy. 


OTHER MATTERS 


The majority recommends that the Forest Service should initiate 
development of local measurement tables “which will provide more 
meaningful information on the average amounts of various products 
that may be produced from logs of different sizes’ (report, p. 2). 
However, they do not suggest what other method of timber measure- 





| A timber marketing area has been defined as an area in which logs or stumpage must be taken through 
the primary manufacturing stage. 
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ment should be used if present methods are abandoned. Just how 
timber measurement would be accomplished in any other way than 
it is being done is hard to visualize. This recommendation, then, 
would appear to be just an effort at gratuitous criticism. 

As suggested by the majority, existing statutes providing for land 
and tien ber exchange should be subject to close scrutiny with an eye 
toward any indicated amendment. These statutes have been used 
by the Forest Service as a means merely for increasing land holdings 
at an unfavorable rate of exhange. 

The finding of the majority (p. 23) that “the log-measurement- 
volume tables being used are obsolete, inaccurate, and inconsistent”’ 
does not appear to have any substantiation in the record. One is 
hard put to figure out how they reach that conclusion. In order to 
sustain this finding one would almost have to conclude that the whole 
industry is cockeyed. 

It is difficult to see how the recommendation (report, p. 26), that 
“preference should be given to the use of sealed bids rather than oral 
auction in order to maximize the opportunity for all potential bidders 
to participate and at the same time maximize the opportunity for 
preclusive bidding” will accomplish what it is intended to accomplish. 
Whether by auction or sealed bid, everyone gets the same opportunity. 
The majority recommendation, if carried out, would not seem to 
achieve the desired end. 

The recommendations concerning advisory boards do not seem 
practical. The majority recommends (report, p. 27): 


* * * that representation of these boards be expanded to 
include all segments of the forest-products industry together 
with representatives of conservation, wildlife, recreation, 
farming, labor, mining, and State and local governments, as 
well as civic leaders representing the general public. 

This is nothing but an attempt to appeal to everyone and smacks of 
demagoguery. 

As ranking minority member of the House Committee on Govern- 
ment Operations, I am, under the rules of the committee, an ex 
officio member of all regular and special subcommittees, with au- 
thority equal to that of any other member, including the right to 
vote on al questions. 

While not mentioned in the release, I was the only Republican 
member who participated in all of the hearings held in California, 
Oregon, and the State of Washington, and, as did other Republican 
members, attended the hearings en February 21 and 22, 1956, in 
Washington, D. C. 

Prior to the hearings Republican members were advised by the 
House committee staff that no controversial issue would arise. We 
were advised that the purpose was to investigate the situation, ascer- 
tain the facts, make a study, and recommend further hearings if that 
seemed advisable, any amendments to current legislation or sugges- 
tions as to new legislation that might be agreed upon. 

As subsequent events and the record show, the investigations con- 
ducted by the staff, the hearings directed by the staff—it was evident 
that the chairman but carried out the suggestions of the staff members 
during the hearings—were a studied effort to show the advantage and 
desirability of Government control and operation of our natural 
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resources and public lands as had been predicted by me before we 
went West—the hearings were an attempt, at the taxpayers’ expense, 
to give publicity to economic and political propaganda advocated by 
staff members and endorsed by the chairman in the hearings held in 
the West. Propaganda similar to that was put out by committee 
member Senator Neuberger in his political campaigns. 

The hearings demonstrated that my charge was entirely too mild. 
It developed when the Al Sarena Mine issue was injected into the 
hearings that not only was the committee creating political propa- 
ganda designed to assist in the reelection of Senator Morse, of Oregon, 
and to advance the political standing of Senator Neuberger, but that 
they were also designed to aid in the campaign to defeat three Repub- 
lican Congressmen from the Northwest, come November next. 

Another apparent objective was to create what the intellectuals call 
a climate or an atmosphere in which the theory that the Federal 
Government could best control and direct the public’s activities would 
be accepted and adopted. 

It was obvious to the minority members who participated in the 
hearings that the joint committee staff had spent considerable time 
in advance of the hearings proselyting witnesses favorable to creating 
the public impression and filling the record with hit-and-run charges 
against the forestry policies of the Eisenhower administration, but 
more particularly against those of the Department of the Interior. 

In the hearing at Redding, Calif., Chairman Chudoff, referring to 
forest policies and practices of the Federal Government, said that 
many of them were initiated many, many years ago, that some were 
more recent, and ‘‘some, perhaps, very recent.’”’ [Italics added.] Here, 
he was doing nothing but setting the stage for an attack upon the 
Eisenhower administration and its forestry policies. Chairman 
Chudoff also stated at Redding that the objective of the inquiry was 
“controversial matters.”’ 

Contrary to long-standing custom, at least of House committees, 
was the fact that the sitting Congressmen in each district in which the 
hearings were held were not allowed to interrogate witnesses, even 
though they could have developed facts much better than the staff 
and committee members, because the sitting Congressmen certainly 
knew a lot more about the Federal forest resources in their districts 
than any other elected official. The sitting Congressmen were allowed 
to attend the hearings, sit with the committee, make a statement if 
they wished, but not allowed to enter into the discussions for the pur- 
pose of clarifying issues, citing facts and making testimony of wit- 
nesses more effective through cross-examination. In short, the sitting 
Congressmen were gagged. This is a particularly bad departure from 
committee etiquette and practice when it is realized that Congress- 
man Engle, in whose district the committee sat at Redding, Calif., 
is chairman of the House Committee on Interior and Insular Affairs, 
which has jurisdiction over all public-land matters, including the na- 
tional forests, the Oregon and California revested land grants, and 
Indian reservations. Congressman Engle, a Democrat, could have 
materially contributed to the hearings had he been privileged to draw 
upon his vast experience in public-land matters by interrogating wit- 
nesses and bringing out fully the problems of Federal forestry as they 
affect the economy of his district in which there are parts of 11 national 
forests. 
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The sitting Congressman in the Fourth District of Oregon, Harris 
Ellsworth, and in the Third District of Washington, Russell V. Mack, 
representing the No. 1 and No. 2 forested districts of the United States, 
respectively, also could have immeasurably expedited and facilitated 
the hearings had they been permitted to cross-examine witnesses at 
the hearings held in their districts. Three of the hearings were held 
in Mr. Ellsworth’s district and one in Mr. Mack’s district. Both were 
denied the right to contribute to the hearings which their experience 
in forestry matters enabled them to do very well. 

Another departure from good committee practice, which belied the 
avowed intention indicated in the “joint committee’s’’ press release 
of September 21, 1955 (noted fully in appendix) which stated: 


Preliminary committee staff investigations of timber sales 
in the Northwest, * * * indicate a need for public hearings to 
develop further facts and current information relative to 
problems of access to Government timber, including access 
roads; inadequate and outdated inventory data on Federal 
timber resources; increases in the allowable cut; revised 
timber sales practices to provide sales of a size and length 
that meet the needs of small and large operators alike; in- 
creased salvage sales of diseased and burned timber; and a 
reexamination of the effect of marketing area and other re- 
strictions on Government timber sales. 


Also the fact that, as Congressman Engle deplored, there were about 
25 witnesses a day lined up for the hearings, certainly far too many, 
particularly with so much redundant testimony to allow adequate 
time for witnesses who were sincerely interested in developing facts 
for improving the management of the Government’s forests, rather 
than using the hearings as a sounding board for political propaganda. 

To prove that the hearings were politically inspired, one of the 
charges made frequently during their course was that Indians were 
not receiving fair prices on timber sold for them by the Indian Service. 
The prime instigator of these charges was Mr. A. F. Hartung, president 
of International Woodworkers of America, CIO, who had apparently 
convinced Senator Neuberger that the Quinault Indians were not 
getting a fair price for their timber. The Senator made a speech on 
the floor of the Senate concerning this on June 24, 1955. Mr. Hartung, 
who appeared as a witness in Klamath Falls on November 15, 1955, 
and gave the same statement, which was given by another ClO 
representative at Redding, Calif., the day before, reiterated his charge 
that the Quinaults were being skinned out of their timber by the 
timber-sales policies of the Department of the Interior. A further 
attempt to substantiate these unproved charges was made at Aber- 
deen, Wash., by Mr. Bishop, editor of Mr. Hartung’s organization’s 
newspaper. Cross-examination brought out that Hartung was not 
bleeding half so much for the Indians as he was for himaelf, because 
not only his wife but two of his brothers-in-law held timber allotments 
on the Quinault Reservation. 

This shows the political plot in these hearings between Senator 
Neuberger and the CIO which had used its newspaper frequently 
as a means of making continuous hit-and-run charges before the 
hearings were announced as a justification for such hearings. 

Further proof of the dishonest political plot of these hearings was 
the participation by an industry organization whose employees are all 
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ex-officials of the Bureau of Land Management, as is the chief counsel 
of the House subcommittee. This organization, which was repre- 
sented at the hearings by a number of its members and officers, made 
a number of unsupported charges against the policies of the Depart- 
ment of the Interior. 

Cross-examination by the minority brought out that not only had 
the association’s counsel, Mr. Netzorg, been one of the principal 
authors of controversial right-of-way regulations for the Oregon and 
California lands, but that he had prepared the testimony of a number 
of the association’s witnesses. e ducked appearance as a witness, 
although he was present in the hearing room; had a substitute read 
his statement. What was he afraid of? 

The charges made by witnesses representing this association were 
principally that ‘‘the small operator is discriminated against, access 
to Government timber is controlled by the ‘big’ operators, particularly 
in the O. and C. area of western Oregon, and that most Government 
timber sales are too large.” 

Cross-examination brought out that one of the principal spokesmen 
for this association, masquerading as a “small operators’ group, was 
a partner in a company which used the political influence of Senator 
Neuberger, to whose campaign they had contributed $1,000 in 1954, 
to get the Chief of the Forest Service to overrule the regional forester 
on the offering of 75 million board-feet in one timber sale on a national 
forest in Oregon. 

The majority report goes out of its way to butter up this sale of the 
big—not the “‘little’” fellow, when they state on page 21 of the report: 


The joint committee finds that the opening of new areas to 
timber utilization and development offers a sound method 
of helping reduce some of the local pressures in areas where 
cut exceeds growth. For example, there are vast stands of 
subalpine species that can and should be utilized. The 
development of these areas and the use of these species will 
promote a broad timber economy and help relieve the 
economic effects of lower production in areas now being 
overcut. 

When there is genuine competitive interest in timber sales 
of this type the agencies should not unreasonably delay 
offering timber for sale. 


The use of the word “subalpine” specifically pinpoints the proposal 
as Senator Neuberger’s pet project in eastern Oregon. 

From the beginning of the hearings at Redding, Calif., on the 14th 
of November 1955, right down to the closing of the hearings in Wash- 
ington on the 22d of February 1956, Senator Neuberger, who per- 
sonally attended many of the hearings, posed as the champion of the 
‘little man,” of the “common man.”’ He never neglected an oppor- 
tunity, as the hearings will show, to emphasize his great concern for 
those in the segment of voters who so far outnumber those who are 
directing and conserving the great forests in the Northwest. 

The inconsistency of his claim that he is the champion of the 
“little man’ was illustrated when it was developed in the hearing 
that, when the L. & H. Lumber Co. sought a decision from the Chief 
Forester to put some 75 million feet of timber on the market, open to 
competitive bidding, this professed champion of the “little man” 
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appeared as the advocate of the company and that he received from 
one interested in that company a $1,000 contribution to his campaign 
fund. 

It might be said there is nothing wrong with this contribution, either 
legally or morally, and undoubtedly the contributor thought the 
Senator, by his service, was worthy of it. The transaction, however, 
blasts the props out from under Senator Neuberger’s claim to be acting 
only in the interests of the “little fellow.” 

This shows clearly that the real “small operators” are being used by 
the officers and staff of this association to act as a cloak for political 
activities designed to feather the economic nest of the ‘“‘users.”’ 

When attempting to learn the membership of this association, a 
common question in attempting to determine the credulity of witnesses 
before congressional hearings, the president of the association stated 
that it was against the policy of the organization to make public 
a list of its members. This even amazed the association’s political 
buddies, Chairman Chudoff and Senator Neuberger. The first asked 
the president of the association, ‘What do you have—a secret organi- 
zation?’ and “Do you sneak the members into the meetings?’ 
Senator Neuberger stated that the minority’s request for a list of the 
members was perfectly in order and stated that all organizations 
which appeared before the committee should be required to furnish 
a list of their members. 

Another political involvement in the hearings was admission of a 
witness on cross-examination by the minority, that Daniel L. Goldy, 
former Regional Administrator of the Bureau of Land Management, 
Portland, Oreg., was a stockholder in his company. Controversial 
right-of-way regulations were prepared under Goldy’s administration 
when he was with the Bureau of Land Management. Now he is a 
part owner of a company purchasing Government timber. Inci- 
dentally, Goldy is stil] an employee of the United States Government 
at Seattle with the Department of Labor. 

Mr. Netzorg, the counsel for the association, was regional counsel 
for the Bureau of Land Management when Mr. Goldy was regional 
administrator. 

Further proof that the hearings were politically motivated was the 
sordid attempt of Senator Neuberger to question an Oregon lumber- 
man, a respected member of the State legislature, on whether he had 
ever attempted to develop mining patents on Federal land for the 
purposes Of obtaining timber. It was no coincidence that at prac- 
tically the precise moment Neuberger was questioning this witness at 
Eugene, a suit was filed in behalf of client by the legal firm of Porter 
& Skelton, Porter being a former Democrat nominee for Congress 
and a Democrat contestant for Congress in 1956. Skelton was an 
unsuccessful Democrat nominee for State senator in 1954 and is 
Democrat contestant for nomination to the State legislature in 1956. 

Following the typical hit-and-run charge technique so ably used by 
Messrs. Chudoff and Neuberger, the Oregon State Representative’s 
testimony was questioned in the press at Eugene as to its reliability. 
Chairman Chudoff made capital of it by brn, the man a telegram 
stating that he would have the opportunity to appear again before 
the committee at Portland to “etarify” his testimony. This the 
gentleman did, after requesting that he be put under oath, and stated 
all his former testimony as being true and that the implications made 
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by the committee and in the Eugene press were not in accordance with 
the facts. He also pointed out that it was more than a coincidence 
that this “political’’ suit was filed at the time when he was on the 
stand before the committee at Eugene. It also was more than a 
coincidence that Porter’s brother-in-law was the newspaperman who 
wrote the articles published in the Eugene paper. The Portland 
Oregonian, a highly respected newspaper in the Northwest, lambasted 
the committee for its crude attempt to smear the Oregon legislator. 
|The editorial which appeared on November 29, 1955, is reproduced 
fully in the appendix.} Naturally, the legislator the committee 
attempted to involve in this “plot which failed,’’ was a Republican. 

All the way through the hearings, it was obvious that the staff 
and majority members, by their loaded questions, were attempting 
to build up a “big versus little’? argument. Close examination of the 
testimony reveals that no one was sure what constituted a “‘small’’ 
or “‘large’’ operator. Examination of the records of the average 
Forest Service and Bureau of Land Management timber sale in the 
O. & C. area shows that generally small sales are the order of the 
day. On the other hand, Indian timber sales, by comparison, are 
generally larger, and were justified by the Bureau of Indian Affairs 
as necessary for giving all Indians on a specific reservation an oppor- 
tunity to get income from their assets within a reasonable length of 
time. Senator Neuberger kept indicating that “large’’ sales, particu- 
larly those made by the Bureau of Indian Affairs, were bringing less 
income per unit of timber to their Indian owners than sales made by 
the other Government agencies. What he conveniently forgot to 
point out, but which was shown by cross-examination by the minority, 
most of the large Indian timber sales were made during the Truman 
Administration by Oscar Chapman, then Secretary of the Interior. 
No criticism is implied by the minority, but merely recording a fact 
to show that partisan politics had not entered into the decisions of 
the Bureau of Indian Affairs in their handling of Indian timber as 
trustees. 

Much was made during the hearings and particularly at Klamath 
Falls, of the alleged dissatisfaction with the Klamath Termination 
Act which, by August 1958, will emancipate the Klamath Indian 
Tribe and give them the right to handle their tribal lands on their 
reservation as they see fit. 

Never, so far as I know, has there been so flagrant an example of 
a character assassination as that put on, with the approval of the 
chairman of the committee, by the staff at Klamath Falls. 

To assist the Indians in carrying out the terms of this act, the 
Secretary of the Interior was authorized to appomt ‘‘management 
specialists’ to advise the Indians on the handling of their property. 
All of these men were outstanding citizens of their respective communi- 
ties. They were men of unimpeachable character. Neither the abil- 
ity, the patriotism nor the competency of any had even been ques- 
tioned. 

One group of Indians charged that the management specialists 
appointed by Secretary McKay were incompetent and holding ‘‘politi- 
cal plums” paid for by the Klamath Tribe. Cross-examination of the 
witnesses so indicating revealed that one of them was an ex-convict 
and that the other, together with the first, had a private arrangement 
which would “cut them in” for a percentage of the receipts from the 
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disposal of the resources of the Klamath tribal assets once they had 
been distributed on a pro rata basis to the qualified members of the 
tribe. Chairman Chudoff attempted, but without success, as the 
record shows, to prevent cross-examination of these witnesses when I 
attempted to learn their background to check their credibility. This 
exposed those engaged in this nefarious political plot as being careless 
in the choosing of their witnesses. 

Another illustration of the unfair, improper, and un-American 
procedure followed by Mr. Chudoff, acting as chairman of the 
joint subcommittee was that which occurred in the hearing room at 
Portland. 

At that time and previously, the subcommittee had charged em- 
ployees and officials of the Department of the Interior with improper 
conduct, with a deliberate and willful misinterpretation of Federal 
statute and with a violation of the Federal statute, in connection with 
their official duties. 

None of these individuals had been given an opportunity to make 
reply to the charges. 

The chairman several times announced that he was interested in 
receiving complaints and that those charged with misconduct or 
criminality would be heard later at Washington. 

Of course, the chairman knew, as do we all, that giving publicity 
to false charges and then later—months later—giving the accused an 
opportunity to be heard was a denial of equal justice under law. 

The chairman knew, as do all of us, that a false charge once given 
publicity is never overtaken by either a denial or proof of the innocence 
of the accused. 

To add insult to injury, on this occasion the chairman, observing 
some of the Interior’s employees or officials in the audience—and, 
mark you, they were the ones who were being accused of misconduct, 
if not of criminal actions—were called to stand. They were counted 
by the chairman. (See transcript, pp. 901-904.) They were then, 
while standing, vigorously and unjustly publicly rebuked for having 
presumed to attend the hearing at which they were being pilloried. 

In substance, they were told they were wasting the taxpayers’ 
money by attending the hearings—hearings where their official con- 
duct was being questioned. Hearings where their character, their 
reputation, was being unjustly assailed. Hearings where the publicity 
given by the chairman tended to destroy the respect which had always 
been accorded them in their home towns and cities. 

All of the 13 present except 1, who came from Washington and who 
was sent out by the Department in order that he might know the 
accusations being made and reply to them, were officials or employees 
living in that vicinity, serving in the areas where the misconduct was 
charged (transcript, p. 1051). 

If those who read this report know of a more flagrant violation of 
a citizen’s right to fair play, to a hearing; to be confronted by the 
witnesses who accuse him, it would be interesting to receive an account 
of it so that it might be spread upon the Congressional Record, similar 
misconduct by congressional committees hereafter prevented. 

Another departure from good committee practice, in the present 
hearings, was the “loading of the record” by redundant and similar 
testimony. An example of this is that of Joe F. Clarke, representing 
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the International Woodworkers of America, CIO, at Redding Calif., 
on November 14, and by A. F. Hartung, president of the same group, 
at Klamath Falls on the following day. poem in fact, disqualified 
himself as a forestry witness, when questioning by the committee 
staff showed that he thought Bureau of Land Management marketing 
areas and Forest Service Federal sustained-yield units were different 
in principle. Actually they are the same in that primary manu- 
facturing of the Federal timber sold within a marketing area or a 
Federal sustained-yield unit is required within the unit. eon though 
the House subcommittee counsel tried to extricate Mr. Hartung from 
the inconsistent position he took because of his ignorance on these 
matters, the record shows he was greatly confused. 

So that nothing will be construed as personal in making these re- 
marks about Mr. Hartung’s testimony, let the minority state strongly 
at this point that it has no objection to Mr. Hartung, acting in behalf 
of his wife and his brothers-in-law, to try to get as much revenue as 
possible from their timber allotments on the Quinault Indian Reserva- 
tion, as that is only natural. However, he should not use public 
hearings, the avowed purpose of which is to study specific matters 
to do with the management of Federal timber, as a personal or political 
sounding board when he is an interested party. 

Another attempt to lay “discrimination and favoritism” at the door 
of the Interior Department under Douglas McKay were the charges 
of Mr. Buchanan, a vice president of the association referred to pre- 
vously. He kept alleging, during his testimony at Roseburg, that the 
“short-term right-of-way regulation amendments of McKay” were 
being used by operators to preclude the necessity of entering into 
long-term, reciprocal right-of-way agreements with the Bureau of 
Land Management in the O. and C. area of western Oregon. The 
fact is, these amendments were necessary because of the ambiguity 
of the O. and C. right-of-way regulations promulgated by Secretary 
Chapman in April 1950 and the impossibility of working out speedily 
satisfactory road-use agreements to salvage the some 15 billion feet of 
intermingled Federal and private timber which was blown over by a 
severe windstorm in December 1951 and infested badly by bark 
beetles in 1952 and 1953. The amendments, which were referred to 
as “those of Mr. McKay,”’ by Mr. Buchanan, were actually promul- 
gated on June 16, 1952, by his predecessor as ‘“‘emergency”’ regulations 
to allow salvage of windfallen and bug-infested Government and 
private trees. They were reissued upon their expiration, as a neces- 
sity to facilitate salvage of the great quantity of distressed timber, 
which otherwise would have been lost at great cost to the Federal 
Treasury and the economy of the affected areas. 

During Mr. Buchanan’s testimony at Roseburg, Senator Neu- 
berger, who that day put in his first appearance at the hearings, chose 
up sides between groups of operators by referring to ‘‘the other group” 
as opposed to the group represented by Mr. Buchanan. This proves 
the Senator’s complicity with Mr. Buchanan’s association whose 
staff consists entirely of former officials of the Bureau of Land Man- 
agement. The good people of Oregon certainly have cause thereby 
to suspect the motives of their junior Senator and his sincere interest 
in the economy of their State which is linked so closely to the harvest 
and manufacture of timber from Federal lands, as the Government 








48 FEDERAL TIMBER SALES POLICIES 


owns more than two-thirds of all the timber in the State. A Senator 
should represent all the people and not ‘special interests.’ 

Another witness admitted under cross-examination, that the counsel 
for the association wrote his statement which aired principally a 
private argument with a competitor. This was hardly a proper 
subject to enlighten a committee studying ways and means of improv- 
ing the administration and management of the Government’s timber. 

All along in the hearings it was apparent that the committee staff 
and this association staff had picked a number of personal “‘beefs’’ 
with the idea to show that “‘small’’ operators were being discriminated 
against in favor of “larger’’ operators by the Bureau of Land Manage- 
ment. Most of these had to do with right-of-way problems in the 
O. and C. area. The bulk of the testimony showed that the reason 
for any problems in matters of rights-of-way to O. and C. timber-sale 
areas was because of the cumbersome O. and C. right-of-way regula- 
tions which were promulgated by ex-Secretary Chapman in April 
1950 and which have had little done to them since by either admin- 
istration. 

The minority makes the following recommendations for considera- 
tion of those concerned for the betterment of administration of the 
Government’s forests: 

1. Investigation of public land and forestry matters should be 
conducted nonpolitically by the experienced committees of the Con- 
gress which have proper jurisdiction. 

2. Committees of the Congress and their staffs should refrain at 
all times from harassing public officials who manage the Government's 
forests. 

3. The forestry bureaus should study their personnel policies and 
the Civil Service Commission the salary schedules of timber managers 
with the realization that in this endeavor the Government is in a 
business quite different than the activities of most Federal agencies. 

4. Adequate appropriations for the building of main trunk timber 
roads needed to manage the Government’s forests efficiently should 
be authorized to the level justified by the bureaus concerned. 

5. Renewed recognition of Government foresters that management 
of Government timber for use of the citizens of the United States is 
one of their most important functions and to discharge fully their 
responsibilities they should: 

(a) Reinventory or initially inventory as fast as possible all 
commercial Federal timber. 

(b) Recalculate the annual allowable cut for each forest unit 
on the basis of up-to-date inventories. 

(c) Offer the full allowable cut for sale each year. 

(d) Salvage all dead and dying timber as rapidly as possible. 

(e) Train more foresters as specialists in timber management. 

(f) Simplify business procedures to facilitate handling of 
timber sales. 

(g) Streamline channels of authority, so foresters in the woods 
can exercise discretion on basis of their local experience. 

6. Work out a simple, easily workable regulation governing the 
exchange of rights-of-way which assure mutual and reciprocal access 
to all parties, including the Government. This is particulary urgent 
in the case of the O. & C. lands because further delay in working out 
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the solution to the problem in the intermingled checkerboard of Gov- 
ernment and private lands will impair seriously the economy of 
many communities in western Oregon which are dependent upon the 
harvest of O. & C. timber at its full allowable cut each year. 

To the printer who has had to work with this patchwork of rough 
drafts, to the reader who may discover a lack of continuity—my 
apologies. On a technicality, the chairman of the House committee 
refused to permit the necessary time to smooth up my rough draft. 
One other reason: The printed hearings are not yet—5 minutes to 
12 o’clock “dead line’”—available. 

Respectfully, 
CuareE E. Horrman. 

JuLY 27, 1956. 
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FEDERAL TIMBER SALES POLICIES 51 
Exuisit B 
Editorial from Portland Oregonian, November 29, 1955 


Facts IN THE STEWART CASE 


We have seen a good example of how subtly and effectively the 
political technique of smear by association can be used during a 2- 
week visit to this State by a congressional subcommittee studying 
Federal timber marketing programs. 

Let us examine the interesting case of State Representative Loran L. 
Stewart, Republican and Lane County lumberman. Mr. Stewart is 
young, personable, and popular with his constituents, who have sent 
him to the legislature three times. He is considered a likely choice 
for Speaker of the House in 1957, and after that, who knows? Ob- 
viously the removal of Mr. Stewart as a political threat is a result 
greatly to be desired by Oregon Democrats. 

On November 18 the congressional committee sat in Eugene. At 
4 p.m. Representative Stewart was called as a witness. He was not 
yet aware that at 1 p. m. a lawsuit had been filed in circuit court 
naming him as a codefendant in a dispute over ownership of some 
unpatented mining claims east of Cottage Grove. But others in the 
hearing room were. A committee aide later told newsmen a copy of 
the summons and complaint were in the room while Stewart was 
offering his views on timber inventories, allowable cuts, salvage sales, 
access roads and other matters presumably of interest to the committee. 

When he had finished, Senator Richard L. Neuberger, Oregon Dem- 
ocrat and committee member, remarked he had “heard it said * * * 
your company helped to develop certain mining patents so that timber 
* * * could be harvested.” This Stewart denied. 

On November 20 the Eugene Register-Guard carried on its front 
page a story beginning as follows: ‘‘A suit charging fraud in the sale 
of 25 mining claims * * *”’, and naming Representative Stewart as 
the principal defendant in an action involving “a timber mining 
agreement.” 

The following Wednesday in Portland Congressman Earl Chudoff, 
Pennsylvania Democrat and subcommittee chairman, put a copy of 
this story into the hearing record along with the comment that the 
“so-called timber mining agreement” mentioned in the story was “at 
variance with * * * Mr. Stewart’s testimony.”’ He said he had tel- 
egraphed an invitation for the witness to reappear but had received 
no reply. 

At this point the idea would seem rather firmly implanted, par- 
ticularly in Lane County where Representative Stewart must run 
next year if he wants to return to the Legislature, that he has been 
trying to acquire timber through the device of patented mining claims, 
that he testified falsely before the committee, and was trying to duck 
a further appearance because his duplicity had been exposed. 

We now know these things are untrue. Representative Stewart, 
hopping mad, appeared Friday before the committee and asked to be 
placed under oath while he explained the rather complex situation. 
He said he is not the owner of the claims, which have been producing 
gold, copper, lead, and zine since about 1875 and are eminently patent- 
able. Some years ago he helped to operate these mines under a lease 
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arrangement, and when this was terminated in 1951, he took options 
to buy a quarter interest in the mine and to purchase timber from the 
claims, should they ever be patented. 

Subsequently the owner sold the claims to another purchaser. The 
latter was annoyed to find these options clouding his clear title. His 
real grievance is with the owner. 

Mr. Stewart is only technically involved. He spoke the truth when 
he said he has not been trying to develop mining claims to get timber 
from them. The only way he will get any timber from these claims 
is to pay cash, just as any other buyer would. And probably his 
4-year-old option is worthless, for Congress since has enacted a law 
to permit the Forest Service and Bureau of Land Management to sell 
timber from mining claims before they are patented. But Mr. Stewart 
has been made to appear as a great villain. 

How did this come about? The witness told the committee he had 
some theories about that. For one thing, he said, it seemed quite a 
coincidence that the attorneys in the case, Charles O. Porter and Keith 
Skelton, who are also leading Lane County Democratic politicians, 
should have timed the lawsuit precisely to permit him to be trapped 
into a seeming misstatement before the committee. ‘I had no knowl- 
edge of the lawsuit, I assure you,”’ said Senator Neuberger at this 
point. 

Despite the several remarkable circumstances, Congressman Chudoff 
declared, after it was all over: “I don’t think we have done Mr. Stew- 
art any harm.”’ 

No? One would have to be most naive politically to agree with 
this. And Mr. Chudoff and his associates are not naive. Representa- 
tive Stewart, his reputation blackened by a lawsuit, a newspaper 
account, and official statements which all dealt rather loosely with 
the facts, has managed to clear himself, on the record. But how many 
will read the record? Righting the pail does not replace all the spilt 
milk. Many a Lane County voter, it may be assumed, will go to the 
polls next vear still carrying vague doubts in his mind about the char- 
acter of Loran L. Stewart, and his foes will rejoice accordingly. Is 
this the way Oregonians want. the political game played? 











ADDITIONAL VIEWS OF HON. CHARLES RAPER 
JONAS 


I did not vote to approve the report of the committee. In fact, I 
voted to postpone action on the report for the simple reason I was not 
given an opportunity to give it the careful consideration an important 
report deserves. I therefore do not concur in any of the recommenda- 
tions outlined in the report. I regret it if this seems to put me in the 
position of opposing the recommendations, but I wish to make it clear 
that I neither concur in the recommendations nor oppose them because 
I have not had an opportunity to give the subject proper consideration. 

The hearings closed on February 22, 1956. Why the staff waited 
5 months and until we were in the closing days of the session to submit 
a report, 1 am unable to say. All I know about it is that the report 
was sent to my office as a finished document 1 day and within a day 
or 2 thereafter the committee assembled and adopted what had been 
prepared. I protested this hasty action and called attention to the 
fact that the subcommittee was right then in the midst of a brandnew 
investigation, which had been summarily called by the chairman 
without consultation with minority members on the subcommittee, 
and we were meeting twice daily at the very time the House was 
meeting every day in long sessions trying to dispose of a vast amount 
of legislative business which had been postponed until the closing days 
of the session. 

My objections were not heeded and were summarily dismissed with 
the statement that the session was just about to end and the report 
had to be filed. I made the same protest when the full committee 
met to consider the report but was again informed that time would not 
permit any delay for the purpose of considering the report in detail. 
I was given the privilege of filing additional views and am taking 
advantage of that opportunity. 

This is an appropriate occasion to register a protest against the 
kind of procedure that was followed by the committee in this case. 
The report, which purports to be a report of the committee, does not 
represent the considered judgment of the members of the subcom- 
mittee who heard the testimony. We were never called together to 
discuss the contents of the report nor given any opportunity to 
deliberate over it or discuss the contents. It was prepared by some 
staff member without any consultation or discussion with the com- 
mittee as a group. It, therefore, cannot be said to represent the 
considered judgment of the members of the committee. 

I do not think that is a proper way for a committee to function. 
The jury system in our courts is effective because the members of the 
jury sit together as a body and discuss the evidence and arrive at a 
considered judgment. It seems to me that a committee report should 
represent the composite views of the members, arrived at following a 
discussion of the evidence and the contents of the record, instead of 
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being compiled by a staff member and sent around to the members for 
concurrence or rejection. 

The subjects discussed in the report are of considerable importance. 
It seems to me that they were worthy of at least a meeting of the sub- 
committee, following the conclusion of the hearings, and many such 
meetings could have been held between the close of the hearings last 
February and late in July when this report was presented to us on a 
“take it or leave it’’ basis. 

For the reasons outlined in this statement, I am unable to concur in 
the recommendations of the committee. 


CHARLES Raper JONAS, 
Member of Congress. 
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